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He loves the greens. 


No, he is not the environmental activist. 
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PISo(e 


Rural Malls 


Q ITC's rural mall, as well as the 
various services surrounding it, 
is one of the most important 
business developments in 
India today. It is important to 
remember that Wal-Mart grew 
by targeting rural America. And 


before that, Sears also saw success by targeting 





d 


alia 
iH? 
*, 


s P My , i 
WAH {TITTY 
HBniero—H 
WM 


d 
i 
f 


! 


| 


the American farmer. ITC is the only company which seems to 
have understood the importance of this concept. 


Suhit Anantula, posted on BW website 





ILLUMINATING RURAL LIFE? 
There is no doubt that ITC' initiative is 
commendable, but only to the extent 
that it proves its bravery. Of the prod- 
ucts in its ‘mall’, 50 per cent are un- 
known to the average villager. What 
would a fridge do for a rural person 
who cooks each meal to last for only a 
moment? What would a Philips bulb 
illuminate, when there is no electricity? 
Somewhere, the concept has gone 
haywire. ITC needs to get a proper 
understanding of the rural customers' 
buying patterns, and what they can 
actually afford. 

Tuhin Verma, posted on BW website 


FOCUS AND THE UNKNOWN 

The majority of the people in any 
society are risk-averse (‘Focus Isn't Bad, 
It Is Overrated’, BW, 6 September). And 
especially in developing countries 

like India, the middle class don't want 
their kids to miss out on the 'riches' 
that the IT and bio sectors seem to 
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| provide. I don't justify their thinking, 


but I do understand where the 
decisions come from. 
People in the US "go after what they 


| are passionate about" because they 


have social security, and are ensured a 
decent minimum standard of living. 
Vijay, via email 


Bi Mahesh Murthys article on focus f 
was one of the most important pieces 


_ of advice that I have read in BW yet. 


Earlier, I had a dilemma: whether to 
opt for advertising and communi- 
cation or a marketing course, as I'm 
interested in both the fields. But now, 
I've decided to do both! 

Sumanta, posted on BW website 


} 


CORRIGENDA 

In ‘Unlocking Rural Markets’ (BW, 20 
September), it was incorrectly reported 
that ITC is planning to set up 1,000 
rural malls in India. There is no such 
internal target before the International 
Business Division team. 


Bl in ‘Moving Around’ (BW, 20 
September) the name of Christophe 
Bezu, adidas’ senior vice president 
(Asia Pacific), was wrongly written as 
Christophe Zebu. 


E In ‘The RBI Cookbook (BW, 20 
September) we incorrectly identified i 
Y.V. Reddy as RBI deputy governor. He 
is RBI governor. 

We regret the errors. 


Write in at 
editor@bworidmail.com 
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"Keeping Watch: At the Okhla centre of BTV 


DILEEP PRAKASH 


cover so Outsourcing The Firm 


In the most unique telecom experiment in the 


world, Sunil Mittal has outsourced the core funtions of Bharti 


Tele-Ventures — network and IT infrastructure. If he succeeds, Mittal will change the face of telecom like never 
before. But is he taking on too much risk? Will he become a hostage to his BPO partners? Find out. 


Left Waves 
'., The Red Flag 


M D INU economist Prabhat Patnaik tells BW 


why the Left is so riled about certain economists 


being a part of the Planning Commission, and why 


that would compromise the integrity of the state. 
Zee vs BCCI The action is always more exciting off 
the cricket field than on it. 


Tax Arrears Has the FM bitten off more than he can 


chew in setting an ambitious arrear-collection target? 


Muslim Law Board The voice of the moderates 
is louder in the current debate over family planning. 


Tata-Rover Deal Tata Motors has re-started 


production of the City Rover. 


BUSINESSWORLD 


Exit The Broker 


If Transport Exchange 
succeeds, it will change the 
way the trucking business 
has operated in India. 


Trucking : End of the road > 
for the broker? 





Vaccines Indian manufacturers once dreamed of 
conquering the world. Now they are trying hard to survive. 


Interview Eric Pelander, IBM Business Consulting 
Services , on ‘on-demand’ business. 


Documentary suddenly, making documentaries is 
no longer a loss-making proposition. 


Advertising Despite the whiners, John Goodman 
thinks the business is still a great career option. 
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DINESH KRISHNAN 





PERSONAL FINANCE 


ss Debit Cards 


Debit card issuance in India is growing | 
fast. But there is more to debit cards 
than the average user knows. 
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72| Sky Ride 


Up close and personal with the 
Skybus on its first test run. Can it 
become the mass-transport solution 
for India’s overpopulated cities? 
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SANJIT KUNDU 


76 Bookmark Analysing stocks for fun and profit. 
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Web Exclusives 
Malcolm Collins, president, Enterprise Networks, 


Nortel, on IP telephony. 


A An interview with Friedrich Engelke, director (Asia/ 
Africa/Middle East) Bosch and Siemens Hausgerate. 


A Pradeep Deshpande, CEO, Six Sigma & Advance 
Controls, on what Six Sigma is all about. 
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Xtreme Outsourcing 


CAN'T remember the last time an Indian company 

made an organisational innovation and attracted 

global attention. That is because, as Prof. C.K. Prahalad 

would put it, most of us would rather follow Best 

Practices from around the world than create Next 
Practices for the world to follow. 

This probably made sense when the Indian economy was 

small and isolated from global currents. To create Next 
Practices in such an environment would have been nearly 


| impossible and a good copycat, in any case, could create a lot 


of value for himself. The last decade and a half has changed 
all that. Many Indian industries today have the size and depth 
needed for substantial innovation. Secondly, since global 
corporations are already here, merely copying their best 
practices offers no competitive 
advantage worth mentioning. 

That is why Sunil Mittal's 
experiment with extreme 
outsourcing has made it to the 
cover. I believe this could be the 
first sign of Indian business 


Businessworld 


gone before. Mittal took the 
global telecom industry by 
surprise when he handed over 
his IT infrastructure to IBM and 
his network to Ericsson, Nokia 
and Siemens. Some call it a suicidal step, but no one can 
afford to ignore the move because if it succeeds it will mean, 
as Mittal puts it, a "change of religion" for the industry. Mittal 
is trying to redefine the telecom service provider's ‘core’ 
business just as Cisco redefined the equipment maker's 
business by outsourcing manufacturing. 

Many of you would want to study the calculations behind 
Mittal's move to see how extreme outsourcing could apply to 
your own business. So Senior Editor Rajeev Dubey, who keeps 





| aclose watch on the telecom sector, and Assistant Editor 
| Shelley Singh, who tracks the outsourcing phenomenon, 


spoke to dozens of people worldwide to get the full picture. 
"Companies will gain by taking a relook at what they need to 
do in-house and what they can outsource," says Shelley. 

As you might have noticed, we have started a two-page, 
fortnightly package on marketing and advertising. The idea is 
to bring you all the marketing news and ideas that are making 
waves on a more regular basis. That's on page 20. 


/ 
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TONY JOSEPH, EDITOR 
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MID-term appraisals of Five-Year Plans 
have traditionally been dreary exercises. 


" Nothing much is achieved, the report is 


consigned to the dustbin, and the media 
lets out one big yawn. But this year has 


. seen a marvellous exception — even be- 


fore the exercise got underway in earnest, 


' reams of newsprint and hours of airtime 


Is have been dedicated to the cause. 


It began simply enough. This year, as 


whe usual, 19 consultative committees were 


-——— 


set up to see how far the first three years of 
the Tenth Plan have taken the country in 
areas like education, water resources, in- 
dustry, agriculture, etc. People from all 
over were invited to join the committees. 
But the issue tooka turn for the extra- 


- ordinary when, in a strongly worded let- 


ter dated 21 September 2004, five econo- 
mists threatened to quit and deprive the 


. countryof their advice. Their grouse: they 


wouldn't participate in the process un- 
less Planning Commission deputy chair- 
man Montek Singh Ahluwalia threw out 
some individuals who worked for agen- 
cies like the World Bank, Asian Develop- 


ment Bank (ADB) and McKinsey from | 
' these committees. They argued that their 


inclusion on the committees was "under- 
mining the autonomy and sovereignty" 


. ofthe Indian state and they simply could 


not bear to "sit together" in the same 
room with them. 

How can some little piece of advice 
from John Briscoe, senior adviser on wa- 
ter at the World Bank, hurt Indias sover- 
eignty? Or howcan one Dr Sudipto Man- 
dal, deputy country director at ADB, 
influence the government — if he is at all 





THE PLANNING COMMISSION BROUHAHA 


Prabhat Patnaik ko 











cluded in bodies consti- 

Men who scared the Left tuted as part of state or- 

gans and those outside. 

John Briscoe World Bank We cannot prevent 

Alok Bansal “WorldBank Montek talking to peo- 

Pramath Sinha McKinsey T a ple from the World 

Vipul Tuli McKinsey Bank. There is a big dif- 

Gautam Kumra McKinsey ference between that 

Shirish Sankhe McKinsey and having these per- 

Joydeep Sengupta McKinsey — We L the 

* — — state. sym- 

* ane =) = bolic difference outs 
run Maira Boston Consulting 


Uttam Dave 


Sudipto Mandal 


ADB 





heard over the commotion caused by 32 
members of the Group on Transport — 
into some intractable scheme in which 
India finds itself dominated by powerful 
foreign states. Senior economist and pro- 
fessor at the Jawaharlal Nehru Univer- 
sity, Prabhat Patnaik, explains in conver- 
sation with Anjuli Bhargava: 


m The tone of your letter sounds like 

Dr Ahluwalia has inducted foreign agen- 
We are talking about the government. 
We are very strong about drawing a dis- 
tinction between those who are in- 





Gol vs SUZUKI 


The bitter aftertaste 


HEAD-on collision between 


A Maruti Udyog (MUL) has been 
averted virtually at the last moment. 
Within days of SMC chief executive Os- 
amu Suzuki announcing in Tokyo the 
plans to invest $191 million 

(Rs 860 crore) in a diesel engine plant 
and a car assembly unit at Manesar in 


Haryana, there was a furore. The Indian | cent stakeinthenewfirm. = 


govemment, which has an 18.28 per 


Japan's Suzuki Motor (SMC) and 


cent stake in MUL, claimed it was kept in 


the dark about the plans and had been 
cut out of the deal unfairly. Much dust 
was raised, but some water has been . 
poured over it. Now, MUL 
will definitely play a role in 
the new venture with SMC, 
which owns 54.21 per cent f 
in MUL — in fact, it has 
been promised a 70 per 

| But the whole episode : 
has left a few questions / 
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Pannell Kerr Forster 


haps, but even they are 
very important because 
they set precedents. By 
themselves, what are 
these groups? They are 


NEERAJ TIWARI 


| of no great consequence. But once you 


have done this, you have opened the 
way for involving them in further activi- 
ties ofthe government. In that sense, the 
Planning Commission is as much a part 
of the state as the Cabinet. 


m But this is just a review and not an ex- 
ercise that gets much attention or action. 


| Even the Planning Commission has not 


been getting much attention for the last 
ten years. Rajiv Gandhi referred to the 
members as a bunch of jokers. Does 
that mean one can just take anyone? 
This is a matter of principle and is unre- 
lated to how important the groups are. 


unanswered. The big one is why the gov- 
emment let it come to such a pass. It 
was well known that Suzuki was looking 
at expanding its presence in India. The 
MUL board should have been aware of 
it. Why was this not tackled at the board 
level, before it hit the headlines? 





gussa kyun aata hai 


m How can some little piece of advice | m T hey were not nominated by the agen- 
from a water specialist of the World Bank | cies, but asked for by name... 
hurt the country's sovereignty? | I don't know why these consultants 


We are not talking about hurting the | think they are there, but the deputy 
country. But the precedent of involving | chairman of the Planning Commission 
persons from these organisations in of- | has never said — in all his communica- 
ficial bodies of the government issome- | tions with us — that these individuals 
thing that would certainly affect the sov- | have been invited in their personal ca- 
ereignty. It is what typically happens in | pacities. On the contrary, he has said 
banana republics. We that World Bank is a 










don't want India to be- “He [Montek] has stakeholder and that's 
come like that. said that World Bank why we have invited 

stakeho and them. He has said 
m What is the basic isa dh de we that these are organi- 
fear? What will happen sations financing 
if we listen to advice? have invited state governments, 


” 
There is no fear. Itis a them that they are donor 


matter of objection on agencies. 

principle. There is no 

question of fear. Most m But even members 
of these people are Prabhat of the Planning Com- 
our personal friends. I Patnaik mission like Abhijit 
knew Arun Maira in Sen have said they 


college; Sudipto Mandal is a personal | have been invited to the committees for 
friend of mine. We are simply objecting | their individual expertise... 


to a process. Ilam telling you what Dr Montek Singh 
Ahluwalia has said. He is defending the 

m | understand that these experts have principle of associating these organisa- 

been invited in personal capacities and tions with such committees. 

not as representatives of these agencies. 2 





For the full text of the interview 


They have not been invited in their per- 
sonal capacities. They are representa- 
tives of these organisations. 

















minister Santosh Mohan Osamu Suzuki: One lap 
Deb talked about the forward, two back 
colossal loss to the share- public joint venture? As an 
holders of MUL. Inciden- auto industry analyst 
tally, small investors ac- says: "The govemment 
count for just 5 per cent of seems to be confusing its 
MUL. But will the govem- role. It can be either the 
ment intervene each time regulator or an investor, 
the small investor is af- not both.” 
fected? That remains to be seen. For now, the dust seems to have 
Most importantly, what must be re- ^ settled. But, in a market that is explod- 
membered in this case is that the gov- | ing, there will be many other car com- 
ernment is not just the regulator, but panies willing to invest. That is of cru- 
also a shareholder. Does that mean cial interest to Suzuki, which has had a 
that the govemment will enter the fray | headstart in India. 
whenever there is trouble at a private- ANUP JAYARAM 
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CRICKET RIGHTS 


Fuzzy picture 


OR once Zee did something 

right, and that too has 

turned into a mess.” This 
comment from an analyst sums up 
the mood on the messier-by-the- 
minute issue of cricket rights. 

After several years in broad- 
casting wilderness, the four-year 
telecast rights that Zee got from 
the Board of Control for Cricket in 
India (BCCI) in September this 
year gave it a golden chance to re- 
gain some of its lost glory. Zee's 
share price jumped. Finally, chair- 
man Subhash Chandra was in the 
news for something other than 
falling viewership and resigning 
CEOs. It meant more money from 
its DTH service and its dozen odd 
channels. Then, ESPN-Star Sports 
went to court, BCCI scrapped the 
tender and everything went down- 
hill. Now the rights and, therefore 
the first series with Australia be- 
ginning on 6 October itself hangs 
in limbo. BCCI, Zee and ESPN-Star 
Sports have contradicted them- 
selves several times making a 
mockery of everything. 
As we went to press, Zee had 

gone to the Supreme Court and 


Jagmohan Dalmiya. “We have evi- 
dence of it,” claims Ashish Kaul, 
group vice-president, Essel Group. 
R.C. Venkateish, managing direc- 
tor, ESPN Software, pooh-poohs 
the claim: “This is all so unneces- 
sary.” Well, why did it start then? Il 
VANITA KOHLI-KHANDEKAR 





SANJIT KUNDU 


TRIBUTE BY J.C. CHOPRA 


loyal to Unilever, but was very proud of 
his country — and he stood up for it. 
Let me give you a few illustrations 
of this. He firmly believed that Indian 
management was just as good as ex- 
patriate management. It was he who 
started the management trainee 
scheme at HLL and built up a first- 
class cadre of Indian managers. It was 
difficult to do so in the early 1950s, 


In all matters, he kept the coun- 


 try's interests first. HLL was the first 


company to put Indian equity into the 
market; it was the first to take Indian 
directors on its board. He resisted all 
attempts by Unilever to dispose of 
businesses. For example, the vanas- 
pati business remained under price 
control for long and we were showing 
no retums on investment. Yet he said: 
"We will be able to get out of this." 
As chairman, he laid down certain 
rules. He told senior managers: "Look, 
I am the first Indian to head this com- 
pany. We need to form some ground 
rules so that we give a good account 
of ourselves." The first was that the 
company would not employ relations. 
His own son, who qualified as accoun- 
tant in England, came back and got a 
job at Glaxo. He did not let him work 
at HLL until he had left the company. 
Another rule was that the com- 
pany must let younger people come 







| 





FIRST got to up. He agreed that 

know Mr Tandon the term of a di- 

in 1951, when rector, even that of 
he hired me as the chairman, 

should be no more 

trainee at Hindus- than 7-8 years. 
tan Lever — Lever 1 | He himself 
- Brothers at that : : stepped down af- 
time. | had the plea- [^7 " [2 ter 7-8 years as 
sure of working with es : chairman. 
him for long after 4 B He believed in 
that. The thing that management edu- 
shines out through PRAKASH TANDON . cation and was 
the memories of (19 1 1-2004) largely instrumen- 
those years is his tal in bringing Har- 
great sense of nationalism. He was vard Business School to Ahmedabad 


for setting up the Indian Institute of 
Management. He was the first chair- 
man of the board there. He moved in- 
dustrialists to raise funds. At the Insti- 
tute, he set up some fine traditions. 
Those days, the government was 
everywhere. We were a multinational, 
a Fera (Foreign Exchange Regulation 


| Act) company, an MRTP (Monopolistic 


and Restrictive Trade Practices) com- 


| pany, and at every step we faced the 





government. He asked us to petition 
and persuade, but never confront or 
criticise the government. 

He hated bureaucracy and abol- 
ished paperwork. One day, he sent a 
memo saying: "Please don't send me 
any piece of paper. If you wish to clear 
something with me, please call me." I 
once asked him why he did that. He 
said a piece of paper didn't let him 
know the person who was writing it 
and how deeply he did or didn't feel 


, about the issue. That was important to 





him for making his decision. 


If you take the sum of all this, you 
will find a great leader. He was pre- 
pared to stand up and argue, yet he 
seldom lost his temper. In all, he was 
a great man and | want to pay my trib- 
ute to him through this column. a 





J.C. Chopra was marketing director at 
HLL, 1971-1981. He moved on to Rallis 
and later joined TCS as senior adviser. 


For the full text ofthe tribute 
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HEALTH INSURANCE 


More health with 
less wealth 


HO should pay for health in- 
surance: the insurers or the 
people themselves? The US 


healthcare system relies on the insurers. 
Since the insurers pay, people usually 
select the most expensive option, as 
there is no cash impact on them. But 
this model has pushed healthcare pre- 
miums so high that as much as 49 per 
cent of the US population does not have 
a health cover and, increasingly, US em- 
ployers are unwilling to foot the insur- 
ance bill of their employees. 

India, which is still struggling to de- 
fine its national health insurance policy, 
can learn from the new health insur- 
ance scheme in the US, called the 
Health Savings Account (HSA). The HSA 
operates along with the group health in- 
surance plan funded by the employer. 

An HSA works like a savings ac- 
count. Each year, 
you deposit the 
money you saved on 
lower premiums 
into a tax-favoured 
Savings account. 
You use the savings ac- 
count to pay for your de- 
ductible amount with tax- 
free dollars. Once you meet 
the deductible, the insur- 
ance company starts paying for your 
medical expenses. 

For major illnesses, the employee 
can avail of group insurance, but for 
other illnesses he or she draws from the 
HSA. If an employee does not use the 
money in the HSA ina year, it gets added 
to the amount saved previously and 
helps build a corpus. 

The HSA makes people more pru- 
dent in their choice of medicine and 
treatment because it comes from their 
pocket too. The US authorities hope 
that by mixing insurance for serious ill- 
nesses with self-financed treatment for 
other ailments, health cover costs can 
be kept affordable and more people can 
avail of it. Time for the Insurance Regu- 
latory and Development Authority to 
pay heed. = 

GINA S. KRISHNAN 
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. ago, it plunged into the 


' versy with all the zeal of a 


. the Muslim Women (Pro- 


/ granting a paltry mainte- 


- the supremacy of the Sharia over the 
. court rulings was grave, for it set off a 


' the demolition of the Babri Masjid and 


' troversy draws the Board and the com- 


j there is a frantic attempt to douse the 
_ fire by keeping the clergy out of the dis- 


NCE again, the 
All India Muslim 
Personal Law 
Board is under 
the scanner. Eighteen years 


Shah Bano case contro- 


clergy under siege. The re- 
sult was the enactment of 


tection of Rights on Di- 
vorce) Act, overturning a 
Supreme Court judgement 


nance of Rs 250 to a di- 
vorced Muslim woman. 
Theimpact on the commu- £E 
nity of the move to assert 


chain oftragic events that culminated in 
changed the parameters of political dis- 
course in the country. 

Once bitten, twice shy. This time, be- 


fore the ongoing family planning con- 


munity into another communal vortex, 





Zafryab Gilani and Abdur Rahim 
Qureshi are against taking the issue to 
the Law Board and stress that family 
planning should be linked to larger 
questions like literacy and socio-eco- 
nomic progress rather than religion. 

Interestingly, these same people, 
both advocates and prominent Board 
members, sided with the clergy during 
the Shah Bano controversy, allowing the 
conservative view to prevail then. 

So, is there a division in the Law 
Board on family planning? No, insists 





course. Muslim intellectuals like 
ESPITE having formed a task 
force to recover tax arrears, 
finance minister P Chidam- 
baram may find it difficult to meet his 


target of Rs 15,000 crore from arrears 
this fiscal. Half the fiscal is over and 
only Rs 1,700 crore has been collect- 
ed in dues (till end-August) against 

Rs 1,900 crore last year. 

In the whole of the last fiscal, the 
government collected Rs 5,000 crore 
through arrears. This year, it expects to 
collect Rs 7,000 crore, say sources. 

The FM, for his part, is leaving no 








Shia cleric Kalbe Sadiq: 
the moderate voice on the 
Personal Law Board 


Delhi-based member Ka- 
mal Farooqi. He believes 
the strong comments from 
Law Board president 
Maulana Rabey Hasni 
Nadwi and vice-president 
Maulana Mohammed 
Salim Qasmi sprung from 
confusion. (Both had de- 
creed family planning 
“unIslamic”.) "They were 
talking about sterilisation. 
|.» Islam is against interfering 
] » with natural processes. So it 

is against sterilisation as 
much as it is against female foeticide. 
But theres nothing in Islam against 
temporary methods of family plan- 
ning," he maintains. 

Farooqi, too, says the Law Board 
should be kept out of the debate. "The 
AIMPLB was formed to protect the 
Sharia. There's no need for it to discuss 
family planning," he stresses. 

Concurs Akhtar-ul-Wase, professor 
in Delhi's Jamia Millia University. "The 


|. AIMPLB was formed in 1972 to ensure 


there was no infringement or change in 





TAX ARREARS 


Not getting his dues 


(administration) and the director of 
income tax (recovery), besides four 
additional commissioners of income 
tax in Delhi, Mumbai, Chennai and 
Kolkata. Member (revenue) of the 


to the task force every two weeks. 

The brief from the minister: "Go for 
the big ones." The task force will 
primarily focus on cases involving 
arrears of Rs 1 crore and above, which 


Central Board of Direct Taxes (CBDT) is | were around 56 per cent of the total 


heading the task force. 
For recovery at the 
regional level, core 
committees have been 
set up. The chief 
commissioner of income 
tax, the director of 
income tax for 
investigation and the 
commissioner of the 
region concemed are 
part of these panels, 
which will report directly 
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arrears as on 31 March 
2002. The core 


(appeals) has been told 

to dispose all cases 

where demand exceeds 
PA Airaa et 









the Sharia. It cannot speak on a private 
matter like family planning. This is 
something to be decided by husband 
and wife, not the clergy,” he said. 

Many in the community are upset, 
both with the moderate Shia cleric 
Maulana Kalbe Sadiq who said the 
Board would discuss steps to promote 
family planning as well as with the con- 
servative clergy who threw the sugges- 
tion out of the window. They feel the re- 
sultant controversy has once again 
made Muslims easy fodder for a com- 
munal campaign by the RSS and BJP. 

Says Wase, “The clergy should not get 
provoked. Otherwise, the communal 
forces will succeed in their game.” 

Farooqi points out: "What we need 
to do is work quietly to educate our 
people, particularly the girls. How else 
will we control our population?” He 
says what has really alarmed commu- 

. nity leaders is the high drop out rate 
among Muslim schoolgirls. It's as high 
as 50.6 per cent. "From the census re- 
port figures it's clear that wherever 
women are better educated, whether 
Muslims or Hindus, they prefer smaller 
families. If Muslim girls remain unedu- 








cated, how can I control my popula- 
-| - tion?" he asks. x 
ARATI R. JERATH 
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RETTY much every industry 
— leader in India worries over how 
Le Indian exports get edged out by 
=~ cheaper Chinese goods. But to 
e what extent is that happening? 
= More precisely, by what percentage 
* do Indian exports fall due to a 1 per 
-& cent rise in Chinese exports to a 
*- common third country market, like, 
say the United States? __ 
According to a recent piece of 
research by three economists, the 
answer is a fall of 0.3 per cent. The 
paper, by Barry Eichengreen at the 
University of Califomia, Yeongseop 
Rhee at Sookmyung University in 
Seoul and Hui Tong at the Bank of 
England tries to find how exports of 
Asian countries are affected by 
China's staggering growth between 
1990 and 2002. 
So it seems, at first glance at 
, least, that Indian industry is right in 
> worrying about the Chinese threat. 
But that isn't the whole story. 
China's appetite for goods from 
, rest of the world has also been in- 
creasing at a staggering pace, so 
, much so that the global prices of 
commodities like steel and oil have 
been rising at a sharp rate in big 
> parts because of demand from that 
* country. So, while Chinese exports 
to the industrialised world may out- 
s shine those from India, the huge 
growth of the Chinese economy also 
. Sucks in goods from india, raising 
Indian incomes. So what's the net 
impact of Chinese growth in India, 
, after factoring in both competition 
from Chinese exports and Chinese 
. demand for our goods? 
, The answer is still negative but 
by a lower amount. For every one 
* » percentage point growth in China's 
«-£ GDP Indian exports fall by 0.13 per 
ææ% cent, according to the paper. 
æ Theresearchers point out that in 
ge overseas markets Chinese exports 
ae-© mainly threaten those countries that - 
æ s mostly export consumer goods like 
„© textiles. The more a banal ada’ 
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| cent pers annum in 2005. 











| and capita goods, ods, the less a effec ed. 
that country is by Chinese exports. — 
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and ca can rrmanage risks better. an 
that emerging market econ 

are doing well too. "Short ofa a 
major and devastating geopolitical 
incident o x a terrorist attack... d 




































$ and expose banks and ot 
_ institutions to huge losses, S: 
| perhaps it's not yet time to 

| break out the party hats and spike 
| the punch. 



















AS 


CCORDING to the institute for 

_ Z X International Economics, the — 
_ world GDP is expected to grow by at - 
| least 5 per cent in real terms over 
. 2004 — that's higher than earlier 
_ forecasts and is the best 
| performance for over two decades. 
| But higher oil prices and slowing 

| growth in the US and China mean 

| that growth could fall short of 4 per Ü 






























































A POOL COMPETING WITH THE 
THE DIFFERENCE 





yvy rt s { vereer yrf — ' I 
RE Tom i 
Abbbred Vad 


E — 








All-suite resort with 255 luxurious options | Kilometer long secluded beacl 
| International standard, double-T, 9-hole, Links golf course | Large conference facilitie 


| That's INTERCONTINENTAL THE GRAND RESORT GO/ 











InterContinental The Grand Resort Goa InterContinental The Grand Mumbai InterContinental The Grand New Delhi InterContinental The Grand Palace Srinagar The Grand Temp 


— —— — s e]᷑ € — — — 





LÀ — —— — —— 
everest/04/ICTG/147 





— — — — — — — — — — — — — — — —— — — 





SEA IS POSSIBLY WHAT MAKES 
... GRAND. 





| Exclusive villas with private pools 


| World famous 'Champneys' spa | Helipad 


| Visit us at: www.thegrandhotels.net 





THE GRAND 


View Khajuraho The Grand Laxmi Vilas Palace Udaipur The Grand Ashok Bangalore H O TELS * PA L A C E S * RES O RT $ 




















TATA INDIGO MARINA 


Parking it too tight 


HE latest rollout from the Tata 

| Motors stable may have a park- 

ing problem in the marketplace. 

The positioning of the Indigo station 

wagon, the Marina, may end up upset- 

ting the calculations of the cars parked 

close by — the premium hatchback 

Hyundai Getz, the updated Maruti Es- 
teem, and the popular Ford Ikon. 

The Marina is officially placed in the 
C segment (See ‘Tailgate Pricing’). But 
with its price tag, it can take the Maruti 
Esteem head-on. And its petrol variant, 
priced Rs 25,000 lower than the base 
model of the Getz, will make the buyer's 
choice difficult. Will that queer the pitch 
for the two new launches? 

Not likely. The Marina will surely 
meet its modest sales target of 4,000- 
6,000 units in the first year. Bijoy Kumar 
Y, editor of BS Motoring, says: “The Ma- 
rina will easily do 8,000 units." He be- 
lieves that since the Indigo tag doesn't fit 
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Tailgate pricing 


Car 


Hyundai Getz 

Maruti Esteem (P) 
Maruti Esteem (D) 
Opel Corsa Swing 
Ford Ikon (D) 

Ford Ikon (P) 

Tata Indigo (D) 

Tata Indigo (P) 

Tata Indigo Marina (D) 
Tata Indigo Marina (P) 
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Base 


450,000 
426,000 
485,000 
609,000 
449,000 
469,000 
413,000 
480,000 
424,000 


Prices are ex-showroom, Delhi; P = petrol; D = diese 








a lifestyle category, the Getz too would- 

n't face any competition from it. 
Ambitious or not, the Marinas sales 

will have to come from the prospective 
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buyers of the Getz, the Es- 
teem, and the Ikon — and 
most of all, the Tata Indigo 
itself. "At least 80 per cent 
of sales will be in the diesel 
category. And half of those 
buyers will be contemplat- 
ing an Indigo diesel too," 
says Anang Dev Jena, re- 
search head at consul- 
tancy firm Synovate. "The 
damage to the Esteem and 
the Ikon will be marginal. 
It's the market that will ex- 
pand because of the price 
proposition." 

Tata Motors, mean- 
while, is sitting pretty. After 
all, the head of its passen- 
ger car business, V. 
Sumantran, has publicly 
announced: "For us, the 
more the merrier." 5 
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THE TATA MOTORS-ROVER DEAL 


Turning a corner 


HE deadlock has been resolved. 

After a four-month break, Tata 

Motors has re-started production 
of CityRovers for export to MG Rover. It 
had stopped production when orders 
dried up and Rover wanted to re-negoti- 
ate the price, citing quality problems. 

For Tata Motors, the fallout would 
have been embarrassing. The initial 
deal, touted as a high point for Indian 
manufacturing, would have seen MG 
Rover selling 100,000 Tata-made cars 
under its own brand name — CityRover 
— over five years. 

But the deal ran into problems from 
the start. Rover launched the car in Oc- 
tober 2003 in four versions, priced at 
£6,495-8,895. In November, the CAR 
magazine chose the cheaper Fiat Panda 
as the best European car. It wrote: “The 
CityRover is not a bad car, it's just the 
Panda is a generation ahead.” That 
meant MG Rover had taken a wrong first 
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turn: pricing. Sales ta- 
pered and only 4,606 
CityRovers were sold in 
the first six months; 
Tata Motors exported 
nearly 7,000 units. 

On its part, the 
CityRover had teething 
problems. Engines in 
two cars seized and a 
gearbox had to be re- 
placed early on, lead- 
ing to doubts on qual- 
ity. The first road tests 
by car magazines 
painted a bleak picture on two aspects: 
quality and price. Popular magazine 


| What Car? wrote poorly about its plastic 


panels and spartan interiors, compar- 
ing it to the cheaper and better-built 
Hyundai Getz and Skoda Fabia. 

Itwas then that MG Rover wanted to 
re-negotiate the deal. But Ratan Tata 





Ratan Tata: Saving grace 





was in no mood for another negotia- 
tion; he argued that a lower price would 
spell losses on the deal for Tata Motors. 
Though it was a showcase project, Tata 
was unwilling to re- 
lent. So, in April, Rover 
stopped placing or- 
ders for cars. 

Last month, Rover 
finally realised its folly 
and slashed prices by 
£1,000. At the same 
time, the British com- 
pany is working with 
engineers at Tata Mo- 
tors' Pune plant to fix 
the 'plastics problem. 
Says Keith Adams, 
who runs The Unoffi- 
cial Austin Rover Web 
Resource: "The CityRover has many 
qualities — strong performance, attrac- 
tive styling... But these have been played 
down by the press, who felt offended by 
the car's price." The price cut may give 
the car the room it needs to turn this 
tight corner. Lj 
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Delhi recently played host to the Ericsson 
Strategy and Technology Summit that 


saw virtually the entire board of the | 


Swedish telecom giant converge for a 
two-day interaction with analysts and 


investors. Heading the team was Erics- | 


sons president and CEO Carl-Henric 
Svanberg, who spent a frenetic half day 
meeting business delegates. BW 's Anup 
Jayaram met up with him just before he 
wrapped up the long day. Excerpts from 
the discussion: 


m India accounts for 3 per cent of Erics- 
son's business now. Is that why the Erics- 
son board is here in full strength? 

India is today our sixth largest market 
globally. The market is led by the US and 
China, but if India continues to grow as 


it is doirg then it will be among the top | 


four markets. You may have seen the last 
consolidated figures. | would be sur- 
prised if it's not at least 4 per cent of our 
global sales. 


most half the equipment contracts here? 

We have been here for the past 101 
years. We have substantial troops on the 
ground, be it sales force, network de- 
sign, system integration. We have 44 per 


"India ll 
bein the 
Z9] 101r 








cent market share. We will 
end the year with a higher 
market share than that. 


m What about your Indian 
manufacturing plans? 

In radio base stations, there 
is a good reason for us to be 
manufacturing here. Not 
necessarily because we can 
do the radio base stations 
so much cheaply, but also 
because we can do it on top 
of an already existing vol- 
ume somewhere else. But 
more than that we can be 
closer to the action. We can 
reduce logistics costs and 
all other costs. With the 
market projections of 
200 million subscribers by 
2007, everything that we do 
in the business be it hand- 
sets or infrastructure, will 
be big. 





DILEEP PRAKASH 


m What will you invest for 

the radio base stations? 
We will gradually build this up. We are 
talking about 100 people. The impor- 
tant investments from our point of view 
will be in people. In pure dollar terms, 
we would spend nearly $50 million over 
the next few years. 





a Are you expanding your CDMA cover- 
age in the country? 

We want to be all over the place in 
CDMA too. I want to expand with the 
Tatas. There are 11 more circles that are 
being evaluated. Also, if we do more 
with Reliance we will be more than 
happy. As of now, we are not the major 


| infrastructure vendor for Reliance but 


are doing the MMS for them. 


m How did you turn around Ericsson? 

It was a combination of several things. 
One of them is cutting staff. But what re- 
ally mattered was greater efficiency in 
building, managing and shipping 
the products. We have also managed 


| to keep our technology leadership 


m How has Ericsson managed to bag al- | 


through this restructuring phase. I think 
that has been important. 





For the full text of the interview 


II 4E 8, www.businessworldindia.com 
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RELIANCE INFOCOMM 
Back to basics 


HEN you think of Re- 

liance's telecom busi- 

ness, all that comes to 
mind is its increasing CDMA (code 
division multiple access) mobile 
subscriber base. But do you re- 
member that Reliance had started 
its telecom foray with wireline — 
then called basic services — in 
Gujarat in 1999-2000? 

There is ample reason why we 
forgot about it. For the period till 
July last, the wireline business had 
mustered all of 160 subscribers, 
all in Gujarat. But things have 
changed remarkably in just a 
month. During August, Reliance 
added 13,587 wireline subscribers 
all over the country. In growth, it 










All in a month 


July 2004 






Subscribers 








Total * 160 
August 2004 

Total 13,747 

Gujarat 2,377 

Karnataka 2,091 

Mumbai 1,564 


*Was available only in Gujarat Source: UASPI 


was surpassed only by Bharti 
Televentures, which added 21,876 
wireline subscribers in the month. 
The largest share of Reliance's 
subscribers even now are in Gu- 
jarat and it still remains the small- 
est wireline service provider in the 
country. But that could change 
quickly, given that the telecom ma- 
jor already has a nationwide fibre 
backbone in place. Reliance offi- 
cials admit that the focus is now 
on deepening the wireline base. 
The initial focus is on large en- 
terprises. That would be easy, as 
the firm has already laid fibre un- 
der several large business dis- 
tricts. The wireline subscriber base 
will be critical when it starts rolling 
out its broadband platform in the 
next few months. 8 
ANUP JAYARAM 
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MIRC-O-WAVES After 
getting into washing 
machines, ACs and DVDs, 
Mirc Electronics, the brand 
owners of Onida, are now 
eyeing microwaves. The 
buzz is that Onida will 
launch microwave ovens 
this October. Why? After all, 
at 3-4 lakh units a year, microwaves are just a fraction of the 
market for, say, washing machines. But the category could 
grow rapidly as average prices are expected to drop to 

Rs 5,000. Microwaves are just one part of Mirc's multi-product 
strategy. A bigger range, it reckons, will increase its bargaining 
position with dealers and increase brand salience against 
players with bigger adspends, like LG. 











ADIEU ANDRÉ? Is André Nair going 
back to Singapore? That's the buzz 
among the Mumbai media fraternity. 
The head of India's largest media 
buying agency, WPP's Group M, 
was sent here from Singapore in 
20041. At that time, infighting and 
lack of systems was 
preventing it from taking 
off, according to industry 
insiders. Nair is credited with creating systems that allowed 
the agency to deliver on its promise. At the time of going to 
press Nair was not available for comment. 


VADA POWER Dheeraj Gupta is trying to do the impossible 
and succeeding at it; till now. The humble vada-paav has long 
reigned as the food that powers the Mumbai janata. It is also 
one of the most potent symbols of a city on the move and has 
resisted corporatisation. Gupta is now branding and selling the 
vada-paav, called JumboKing, through seven stores all over 
Mumbai at a premium of 50 per cent over the street variety. 
The total sales in 2003 were approximately Rs 1 crore. 
This year, the growth should be more than 200 per cent, he 
claims. Gupta has invested 
around Rs 5-6 lakh till now. A 
key reason behind his initial 
success is the hygiene factor. 
Just like the McDonald's 
burger, Gupta's JumboKing 
vada-paav is made through 
an automated process and is 
untouched till you eat it. “I 
don't say my vada-paav is the 
tastiest, but it is the cleanest. 
Even pregnant ladies step into 
my store to eat," says Gupta. 
His next move? Adding 
franchisees. a 


MEDIA MANAGERS 


Going in-house 


HY are Asian Paints, Nokia, Bharti and Néstlé 

among a dozen or so large advertisers hiring 

media managers? For almost four years now, 

big advertisers have been moving to big spe- 
cialised media buying firms like Group M or Starcom. As a re- 
sult, just five media buying firms control over 70 per cent of 
the Rs 8,000 crore worth of media bought and sold in India. 
After all that fuss, why have the same advertisers, over the last 
18-odd months, hired in-house media managers? 

The big reason is trust, the smaller one’s complexity. Take 
the latter first. About a 100 channels, scores of newspapers, 
radio, events and a host of media options have made buying 
risky and complicated. According to Mona Jain, vice-presi- 
dent (media), at Cheil Communications, who, after a brief 
stint at GlaxoSmithKline, returned to planning, “Not many 
corporates are used to the complex media buying proce- 
dures”. For example, how many advertisers would be able to 
do inventory placements, comparing the volumes of ad 
space booked compared to other advertisers? When Shaswati 
Saradar, media manager (and former buyer) at Maruti Udyog, 
joined the company in 2002, she found things in complete 
disarray. There were 4-5 creative agencies, each handling me- 
dia buying for their brand. TV was being bought by one, print 
by another. It took some effort to streamline things. 

As budgets and rates rise, many advertisers have been get- 
ting uncomfortable with their agencies on record (AORs). 
Many feel that they were not getting the best rates. Reconcili- 
ation of the advertising time or space is at times incomplete. 
For example, bonus ad spots on television are not getting 
tracked. Says Sonya Banerjee, former media manger at Mirc 
Electronics (Onida), “There are certain industry benchmarks 
for negotiations. While we are not saying that we don't trust 











HAT are the of major part of his mandate 

Parbhani or Kolhapur | will be to set up a Rural 
in rural Maharashtra likely Centre of Excellence (RCE) 
to buy? Figuring that out will | at the company’s head office 
be ex-Starcom head Andrey | in Mumbai. The idea is to 
Purushottam's new explore new business 
assignment. Purushottam, opportunities for Mahindra 
43, who had disappeared for | by looking at the demand 
about six months patterns of rural 










after quitting consumers. "We have a 
Starcom, joined huge stake in the rural 

the Rs 4,874- market with tractors (they 
crore Mahindra form 40 per cent of 

& Mahindra as E Mahindra's 
vice-president | revenues), 
(business \ Mahindra 


development) in 
July this year. A 
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the agency, knowing the benchmarks helps. It gives you the 
ability to review deals even in the middle of the year.” 

Then there are other worries. “Some agencies are begin- 
ning to realise that there is a lucrative business over the 
client's business, which is in the commission media houses 
give them. Ifthey (agencies) see them as revenue, then there is 
a problem,” says a former planner, requesting anonymity. As 
a result many media managers like Andrew Williams have a 
list of agencies not to work with. 

Several media managers are going beyond being plain 
watchdogs to being in-house audit firms, Saradar is currently 
working on an initiative, the first of its kind in the auto indus- 
try, that tries to benchmark the right level of advertising 
spends for achieving the company’s marketing objectives. 

A lot of this is the stuff that a regular media audit firm like 
Meenakshi Madhvani's Spatial Access Solutions does. How- 
ever Spatial was launched just 1 1 months back. There were no 
auditing services available before that. As media audits take 
off, the role media managers play is likely to reduce. 5 
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a competitive edge," 





thinks Purushottam. 
While figuring out 

demand patterns for 
utility vehicles sold in rural rural consumers is not 
areas. We are also constantly | exactly the same as heading 
eyeing the rural market for a media buying agency — 
new business opportunities | Purushottams last 
with new products," says assignment — he reckons 
Purushottam. He reckons that his stints at HLL, Lintas 


and the last one at Starcom 
in a career spanning 17 
| years form the basis for this 


changing very fast, in terms 


that the rural market is 
of consumer profiles, needs 





and predisposition to new experience. Incidentally, 

technologies. "The intention | guess what he was doing for 

of setting up the RCE is to six months? Playing 

help us become the pundits | professional bridge! a 

of the rural market and give ADITYA KHANNA 
^ 
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MEDIA ROOM 


INALLY, India’s largest media company gets going on TV. 

Zoom, the Rs 1,500-crore Bennett, Coleman and Co's 
(BCCL) lifestyle and entertainment channel went on air last 
week. While many parts of Delhi, where | live, are yet to see 
the channel, the test signals have been beaming for weeks. 
Zoom aims to be the ‘Page 3' on TV. There are already 
murmurs within the Times of India building in Mumbai on the 
pressure to make money from Zoom and fast. There has 
always been, within BCCL, intense questioning of any of its 
non-print businesses, say insiders. The bone of contention is 
usually the margins that anything like the Intemet or radio or 
TV offer versus what, say, a Times of India makes. A bulk of 
the company's Rs 500-odd crore in operating profits still 
comes from print brands like TO/ and The Economic Times 
against the single digit margins on its Internet or other new 
businesses. So why bother? But after missing the 
broadcasting bus three times in the last 12 years, this is the 
first serious attempt by the Old Lady of Boribunder to get 
into the fastest growing part of the media business. It is a 
move that everyone from rival print barons to broadcasters 
will be watching closely. 


— THETIMESOFINDIA | 
zm 
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PROGRAMMING code and the Cable Act of 1995 

regulate television content. So do we need censorship? 
No. It will eventually, like all other laws in India, become an 
instrument for bureaucrats to knock broadcasters down 
with. Self-censorship has worked well so far. That is evident 
from the handful of complaints that the first 12 years of 
private broadcasting have seen. Sure, recently some 
channels have been airing some rather raunchy music 
videos in the afternoons and prime time. Well, just rap them 
on the knuckles and ask them to shape up. Trying to censor 
all TV channels because of that is one complicated and 
extreme measure, considering the multiplicity of platforms 
(direct-to-home, satellite, terrestrial), channels and the 
sheer spread of India. It is like saying that the Intemet has 
to be censored because there are pomographic websites 
that impact young kids. 

Well, as John Naughton, an expert on the Internet and a 
parent of teenage children, says, that is what good 
parenting is about. Keep an eye on your kids, put software 
and encryption locks wherever you can. Why ask the 
government to do it for you? * 

VANITA KOHLI-KHANDEKAR 
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INTERVIEW / FRANKLYN USK 


Hitting where it hurts 
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MOST of India’s 5 million HIV/AIDS-af- 


\y fected people are in the working popula- 


M. 


Cc 
‘ / 


tion. Franklyn Lisk, director of Interna- 
tional Labour Organizations global 
programme on HIV/AIDS, discussed the 
socio-economic ramifications of the 
problem with BW's Rajesh Kumar 


' Singh. Excerpts: 


i Why is india important for ILO's 
HIV/AIDS programme? 

India has a highly skilled manpower 
which is propelling economic growth. 
On the other hand, there are 5 million 
people infected with HIV/AIDS, and 


. nearly 89 per cent of the infections have 


been reported in the most productive 
15-49 age group. There lies ILO's con- 
cern over India. 


— Wi Can this blunt India’s economic edge? 


According to an Asian Development 
Bank report, the total loss to the Asia-Pa- 
cific region (which includes India) due 
to HIV/AIDS is as high as $7 billion. In- 


. dia should understand the economic 


ramifications of the problem. Yes, if we 
allow the disease to become an epi- 
demic, India might lose its economic 


7 competitiveness. So the main focus of 


my visit is to do technical consultation 
with other UN agencies, and with the 
partners of the tripartite structure. 


NDIA'S leading retailers are creating 

their own Nasscom. On Tuesday the 

28th, Shopper's Stop, Piramyd, 
Pantaloon, Trent, Globus, RPG, 
Subhiksha and Vivek's will unveil the 
Retailers' Association of India (RAI). 

It will, they hope, do to Indian retail 

what Nasscom did for Indian IT. So far, 


in the corridors of governance, retail has _ 
| So far, retailers had no alternative to 


been seen as little more than an em- 
ployment-intensive industry. It's more 
than that, the retailers feel. The largest 
economies of the world are consump- 
tion-driven. As india morphs from a sav- 
ings economy to a spending one, retail- 
ers expect their industry to become the 
next growth driver. 

What will be RAI’s mandate? Gib- 





m What is the tripartite system? 


The tripartite system involves participa- 


| tion from the government, employer or- 


ganisations and employees. ILO works 
with these three constituents for a sus- 
tainable national action on HIV/AIDS 


| prevention, care and support in the 
_ world of work. 





For the full text of the interview 





DINESH KRISHNAN 


TRUCK SALES 
india rolls on 


NDIA is at the forefront of a 

surge in sales of commercial 
vehicles across the globe. Truck 
sales grew by 43 per cent in India 
in 2003 as compared to a 20 per 
cent growth in China, 9 per cent in 
Germany and western Europe, 26 
per cent in Brazil, and 5 per cent 
in North America. During the first 
half of this year, global sales of 
commercial vehicles increased by 
a strong 10 per cent, while the 
passenger car sector grew by only 
5 per cent. 

“Commercial vehicle sales all 
over the world are carried by an 
increasing investment activity. 
We expect an increase in sales 
next year by almost 5 per cent, 
which is more than that for 
passenger cars. This confidence 
is supported by the long-term 
sales forecasts of our divisions,” 


RETAILERS’ ASSOCIATION 
A new stop for shops 


son Vedamani, the first head of RAI, 


| sues, retail is also plagued by a lot of lo- 


says: “Among other things, we will work | caHevel concerns. Agrees Pantaloons' 


with states on retail policies." As it is, 
there are lots of legal and infrastructural 
roadblocks that hamper modern trade. 


pan-industry associations like Cll and 
Ficci if they wanted to lobby for changes. 
And that wasn't always successful. 
There are two reasons for that. One, or- 
ganised retail in India is still small, and 
doesn't engage a lot of attention from 
most industry bodies. Two, while these 


| bodies are good for resolving national is- 
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Kishore Biyani: “A CII cannot handle 
smaller issues like disputes between 
mall owners and tenants, infrastructure, 
power....” The new body, he hopes, will 
make headway there. 

Between them, the eight founders 
have collected a seed capital of Rs 2 
crore. RAI will operate on a no-profit-no- 
loss basis, sustaining itself through 
awareness-building exercises. They will 
surely have a lot to talk about. Ri 

M. RAJSHEKHAR 





BECAUSE WE LIKE TO CARRY OUR WORLD WITH US. | ^ 
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The new Indigo Marina. A car that combines the luxury of a sedan, and the convenience of a multi-purpose vehicle, Add to this, great looks, | d 
unique street presence, comfortable interiors and a large trunk space of 670 litres that increases to 1370 litres when the rear seats are flipped n go 


forward. Allowing you to carry all your household shopping and any oversized piece of luggage without a hitch. All accessible from within the Ma ri nao 


car. A roof mounted storage and convenient utility pockets are ideal for small store-aways. If you're driving with your loved ones, they can 
1370 LITRES OF STORAGE SPACE « INDEPENDENT 3-LINK REAR SUSPENSION « GAS SHOCK ABSORBERS « 85 PS MPF! PETROL & 62 PS TURBO CHARGED DIESEL ENGINE » RETRACTABLE AND REMOVABLE PARCEL SHELF 





travel with all the things they love. If you're by yourself, you can carry everything that you need. The Indigo Marina. You'll never drive alone. 





Visit us at www.tatemotors.com For assistance or queries on our passenger car range, call our toll-free number: 1600-225552. Accessories shown are not part of standard equipment. 


TATA MOTORS To locate dealers and service centres, sms ‘helpline’ to 8243. Service avaitable on select networks. 








The author is consultant | 
editor of The Telegraph. 











telecom 


AYANIDHI Maran is the son of 
Murasoli and Mallika Maran, 
grandnephew of M. Karun- 
anidhi and nephew of M.K. 
Stalin, married to Priya and 
has two daughters, Divya and Kavya, who are 





still in school; he did economics in college, | 
. graduated 15 years ago, and has been associ- 


ated with Sun TV. 

This southern TV powerhouse, the pride of 
the Karunanidhi clan and envy of Jayalalithaa, 
was started 11 years ago — soon after the 
Narasimha Rao government allowed private 


TV channels. It is a family venture managed by | 
. Kalanidhi, Dayanidhi's elder brother. It broad- 


casts in five South Indian languages. To assuage 


| the parochialities of the South Indian audi- 
ences, it calls itself different things — KTV, | 


Surya, Udaya, Teja, Ushe, SCV — in different 


| languages. It specialises in filmi and sitcom 
programmes, but its comedies can be quite | 
funny — for instance, the one where as a result | 


ITI is too 
fargone; - 
it has been 
neglected 
for 15 
years, 
andthe | 
technology 
as well as 
production 
in India 
have 
moved on 
too far 





of a dubbing mix-up, a filmi hero dances for 
one song but sings quite another — imagine 
the surprise of the heroine. 

Although this association with Sun makes 


. Dayanidhi a household name in Madras, it 


hardly causes a ripple in Delhi, where every 


| other auto driver is a celebrity. So Dayanidhi 


has been working to extend his CV. On 1 August 
he inaugurated the SDE Prameela Software 
Park in Hyderabad. The speech continued on 
readily available figures about software exports 
and that sort of thing; it was obviously written 
by the joint secretary. But he also said that 
instead of registering under common domain 
names like .com and .net, Indian firms should 
register under .in. It is the kind of thing mind- 
less ministers say and do — like providing 
Rs 1 billion for an India brand for instance. 
But .in is irrelevant. The US has no country do- 
main. Germany has the largest number of 
country-specific domain names, but they are 
not what makes it famous; it is its engineering 


| prowess, its beers and its castles that make its 


How to mess up 














name. China has the next highest number of 
domain names. But who ever looked up a .cn 
site? China is known for its sizzling economy, its 
manufacturing strength, its glittering cities — 
not for its .cn sites. 

Whilst his foray into domain names was 
harmless, his crusade to help dying public 
enterprises is petty political enterprise in the 


| disservice of the nation. He has got Chi- 


dambaram to give Indian Telephone Industries 
(ITI) a fat subsidy. It is in his charge, and its 
managers and patrons from Karnataka, where 
it is located, must have queued up to beg for 
help. But even if one thought that telecommu- 
nication equipment production must be en- 
couraged, ITI is the last enterprise to put the na- 
tions money in. Nokia is the world's biggest 
mobile maker. It buys a lot of Indian software; 
and it is in trouble. The country would get a 
much bigger dividend if Nokia were persuaded 
to take over the ITI real estate and build any 
productive enterprise it liked — without having 
to take ITI's feckless employees. 

ITI is too far gone; it has been neglected for 


. 15 years, and technology as well as production 


in India have moved on too far. But BSNL and 
MTNL can be saved — only if Dayanidhi does 
not have his way. For they need to be privatised. 
They face lively private competition. Reliance 
has laid thousands of miles of optic fibre, and is 
now beginning to provide telephones with last- 
mile copper wire all over the country, and giv- 
ing many payment options. MTNLS wireline 
service is already losing customers; so will 
BSNLS too soon. They are giving a cheap mo- 
bile service, but as their profits decline, their 
ability to offer cut prices will too. They need en- 
terprise, ideas and capital, quickly. If they do 
not get over their infirmities and learn to cope 
with competition, the government will force 
Trai to give them ever bigger cross-subsidies, 
and mess up the entire telephone system. 
Dayanidhi should learn some telecommunica- 
tions economics fast, for the cost of his delay 
will run into trillions. Ld 
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Reliance Introduces Joy 499 Plan to give you maximum value. 








Tariff Plans: The most affordable plan also comes with 


unique features: 






Rental (Rs./month) . 

; Plan charges (Rs./moi * SMS: Anywhere in India @ 50p per message 

e Value Roaming: No Roaming rental. Receive incoming 

calls while roaming at Re.1 per minute and make outgoing 
calls at home tariff rates 

oR Connect: Surf the net on the move at amazing speeds 

of up to 144 kbps 





| All Reliance phones: E 
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Existing RIM Postpaid customers can also opt for these 
L Within india i i B5. |. 08. | tariff | plans by calling our 24-hour Customer Care at «333 
Pulse rate for al! calis is 60 secs. : mE LR — or 3033 3333. | 





Call 3033 4343 E Kar Lo Duniya Mutthi Mein 
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. Reliance phones include RIM, Reliance Fixed Line, Reliance FWP/T and Reliance GSM Mobile (Bihar, Jharkhand, Himachal Pradesh, MP, Chhattisgarh and Orissa}. 
*joy 149 subscribers have the option of availing 99 paise/min. tariff for local calls to other mobile phones by subscribing to Mobile Pack with a monthly fee of Rs. 25. 








ö— — — — i ta mem scan — — ————— —— —— — — äα d 4 


| For further details, contact any of our WebWorlds/Authorised Retail Centres or call 3033 4343 or visit us at www.relianceinfo.com, Conditions apply. Relance industries | 
Limited (RIL) reserves the right to withdraw and or alter any terms and conditions of this offer at any time without prior notice. Please refer to our website for droe 1 x 
| definition. Marketed by Reliance Industries Limited. internet services provided by Reliance Communications Infrastructure Limited. | 


Murra SETS 





——Á — — — — — — — — 


depth 


AZEER is astrapping young 
man who is supremely 
confident of his abilities. 
His profession requires 
him to be in a state of 
almost perpetual motion, 
plying up and down the 
Chennai-Kolkata highway several times 
a month. He has been a truck driver for 
five years now. You can tell that he han- 
dies the stress as well as he handles the 
steering wheel. He holds a record for 
having conquered the eastern leg of 
India’s golden quadrilateral in three 
days flat. His peers admire him. He also 
commands the respect of his boss — 
Narasimha Rao. 

Narasimha Rao has been an entre- 
preneur-fleet operator for 23 years. He 
owns 42 trucks that ferry goods all over 
the country. He is sharp and street 
smart. He has the schedules, move- 
ments, and loads ofall his trucks plotted 
in his mind. He lives in Tenali, a small 
town in Andhra Pradesh. Yet he man- 
ages his countrywide fleet, customers 
and drivers with acumen. But there is 
one set of people that Rao does not rel- 
ish dealing with — brokers. They inter- 
mediate between those with trucks and 
those with freight. Munna of Kolkata is 
one such broker. 

Munna’'s office is a small room. 
Many drivers come there. Many lan- 
guages are spoken. Many deals are 
struck. And many crumpled currency 
notes change hands. And more often 
than not, those who give do so reluc- 
tantly. Drivers are crowded around 
Munnas table for the better part of the 
day... and night. Many like Nazeer, who 
have come from Chennai, seek Munna 
out to find a return load for their truck. 

Rao would be very disappointed if 
Nazeer came back to Chennai with an 
empty truck. He would be equally 
unhappy if Nazeer is stranded in 
Kolkata even for a few days without à 
return load. Every idle day means loss of 
revenue. On the contrary, the longer a 





truck stays on the road, the more profits 
it earns for its owner. Both Rao and 
Nazeer know that. Munna knows it too, 
and exploits it to his advantage. 

Rao-Nazeer-Munna — truck owner, 
driver, broker: this trio forms the back- 
bone of the country's Rs 70,000-crore 
road freight industry. And more often 
than not, the broker has the upper hand 
in this uneasy economic relationship. 
Even big transport and logistics compa- 
nies with large fleets outsource a sub- 
stantial part of their truck requirements. 
And Munna is much in demand 

Every farmer, every manufacturer, 
and every trader relies on this trio to lug 
fruits and food grains, raw materials and 
finished products across the country. 
This basic transportation model, as de- 
fined by the triumvirate, has survived 
the last half a century with very little 
change. Monsoons have come and 
gone, the composition of Indias manu- 
facturing sector has changed, new in- 


For more than 
five decades, 
thousands of 
brokers have 
dominated the 
Rs 70,000- 


crore road 
freight sector. 
Now, one 
company wants 
to replace 
them 

By M. Anand 
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in less than a year, Transport 
Exchange hopes to capture in its 
net all transactions like these. 
Already, transparency, efficiency 
and low costs have endeared it to 
truck owners and drivers 





dustrial clusters have sprung up, new 
highways have been laid, large logistics 
companies have been born, informa- 
tion technology has transformed the 
way the transport sector does business, 
and bigger and better multi-axle trucks 
have hit the roads. But the broker has 
remained unchallenged. 

Now, one man wants to change all 
that. He wants to displace the brokers 
from the trucking chain. J.K. Rajagopal 
is the CEO of Transport Exchange, anew 
road freight exchange. It has been work- 
ing out of 40 offices on the country's 
highways for almost six months now. He 
hopes that truck operators and compa- 
nies will find in Transport Exchange a re- 
spectable, efficient and transparent 
intermediary. Over 5,000 truckers and 
500 companies have already signed up 


ihe 


with it. Among them is Rao, one of the 
early members of Transport Exchange. 
Rao is a good example of how Trans- 
port Exchange can help truck owners. 
To begin with, Nazeer has now stopped 
visiting Munnas Kolkata office. For that 
matter, he doesn't need to visit any bro- 
ker anymore. These days, when he 
makes a trip to Kolkata, he stops at 
Kharagpur. He calls Transport Exchange 
in Kolkata and places a request for a 
return load. By the time he reaches 
Kolkata, unloads the freight and gets 
some shut-eye, Transport Exchange has 
aload ready for him. He no longer has to 
shell out Rs 2,000 or more to Munna as 


brokerage. Transport Exchange is happy 


with less than half that amount. 
Moreover, as much as Rao trusts 
Nazeer, he does not have to worry about 
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the possibility of the latter cutting a deal 
with Munna or other brokers. He also 
need not be anxious of finding a return 
load quickly enough. Rao is certain 
most of his trucks will soon run at opti- 
mum capacity. "The utilisation of my 
trucks has been pretty much the same 
since I joined Transport Exchange. But | 
expect it to improve a lot as Transport 
Exchange expands," he says. 

There are other benefits too. If 
Nazeer needs some cash in case of an 
emergency on the highway, Rao only 
needs to call the nearest Transport Ex- 
change office. (See 'Working Capital: A 
Truckers Lifeline’) 

Rajagopal isn't the first one to 
attempt the disintermediation of the 
trucking business model. A couple of 
years ago, Transport Corporation of 
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TRUCKS 


LEMEN 


India (TCI), one of the largest logistic 
companies, tried it with apnatrans 
port.com. It was aWeb-based model, re 
quiring fleet Operators to log on to the 
Net. It failed. Other online ventures hav 
survived, but only just. For example, the 
Indian Freight Exchange,a multi-modal 
exchange, has perhaps done better i 
the sea and air sectors than on roads 

So far, all such attempts have relied 
on the Internet — one of the greatest 
tools for disintermediation. In recen 
times, the Web has cut out brokers in 
several sectors worldwide, including ail 
tickets, automotive, commodities and 
real estate. But India’s truckers are ver 
different from Americas net-savvy cai 
buyers or Europes travellers. Nazeer is 
happy with his place behind the wheel 
His rough, greasy hands are unlikely t 
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touch computer keyboards in the near 
future. That is why Transport Exchange 
— it works through a physical network 
of offices — has a better chance of 





success than the likes of apnatrans- | 


port.com. "Such physical exchanges will 
work. They have a better chance of cap- 
turing brokerage revenues from the 
value chain," says a senior executive of a 
Web-based logistics firm. 

Of course, Rajagopal has wired up 
his 40 offices with the latest in telecom- 


munication infrastructure. A software | 
tracks truck movements and the goods |! 


transport requirement of compa- 
nies, and matches the demand 
and supply of trucks on the net- 
work. Algorithms work out how 
best to keep a truck on the road 








a physical network which could deliver 
the benefits of technology to the trucker 


without him having to come anywhere | 


near a computer. 

Transport Exchange branches try to 
create an environment that truckers are 
familiar with. The people manning the 
branches speak the lingo ofthe truckers. 


They don't wear ties. The branches | 
themselves are strategically located. | 


Every city has a transaction hub. This is 
where most deals are done. "We have 
tried to set up our branches as close to 
these hubs as possible," says K.S. Ku- 


a trucker’s lifeline 





TRUCKS 


mar, director, Transport Exchange. 
Moreover, all the branches also have 
enough parking space to accommodate 
half a dozen trucks. In many ways, a 
Transport Exchange is much like any 
other broker's office — only it has air- 
conditioning and a few other comforts. 
Rajagopal is working to a simple 
plan: enter broker territory, and provide 
all the services a broker offers, but with 
greater transparency, lower costs and 
better efficiency. Transport Exchange 
has a paid up capital of Rs 10 crore and 


. targets a turnover of Rs 10 crore in a year. 


"Transport Exchange is trying to 
emerge as the super-broker of the 
industry. Whether it can break 
into the business depends on 
how much value it can add to 


both sides," says a senior execu- 
tive of a Web-based logistics firm. 

Less than a year from now, the 
number of Transport Exchange 
branches would have gone up 
from 40 to almost 200. Almost 
every hub and spoke in the coun- 
try's road freight map would have 
been covered. The technology 
and business models too would 
have been tested rigorously. That 
is when the real battle with the 
brokers will begin. But, already, 
there are signs that the intermedi- 
aries aren't happy. "I've been talk- 
ing to a few brokers and they have 
all been bad-mouthing Transport 
Exchange,” says Rao. 


for as long as possible and the 
most profitable routes for truck- 
ers. It even teaches them how to 
combine part-loads for maxi- 
mum gains. But it stays invisible 
to the actual users. The staff at 
Transport Exchange's branches 
consult their computer terminals 
and give verbal instructions to the 
truckers. Nazeer and Rao pick up 
the phone and interact with real 
people. They don't have to deci- 
pher Web pages. They can walk 
into a real office, sign real trans- 
port orders and collect real cur- 
rency notes. They don't do busi- 
ness online. 

Interestingly, the thought of 


S ANY trucker will tell you, gaadi chalaane 

ke liye paisa chahiye (you need money to 
runa truck). Fuel charges, incidental expenses 
are all incurred up front. But the trucker gets 
paid only 15-45 days after he has delivered his 
consignment. So he needs a bit of cash, or work- 
ing capital, to keep the business running. While 
banks and finance companies are willing to lend 
to them to buy new trucks, they don't fund his 
working capital needs. As a result, truckers land 
up at the doors of financiers, who discount their 
receivables, a hefty cost. Rates vary from 6-8 per 
cent or, sometimes, if the trucker is desperate, 
even 10 per cent. Such discounting is a huge 
market running into several thousand crores, 
mostly dominated by the unorganised sector. 
This is where Transport Exchange steps in. It 
has tied up with a few banks to provide 'challan 


Transport Exchange first origi- 
nated during the dotcom craze of 
the late 1990s. The idea was 
floated by Ashok Ley- 
land Finance (since 
merged with IndusInd 
Bank). It drew up a busi- 
ness plan for an Inter- 


discounting’ services to truckers. And unlike 
unorganised financiers, the company is offering 
this at much lower rates. 


That animosity will only 
increase as brokers realise that 
they are losing their customers. 
Nazeer, for instance, is 
much happier walking 
into a Transport Ex- 
change office than he is 
walking into Munna's 


net-based model. But den. But Rajagopal 
the management soon prefers to underplay 
realised that a Web- any confrontational an- 


based interface would 
not work. The idea was 
quickly dumped. 
Rajagopal revived it 
a couple of years later. 
He recast the model and 
took it to Ashley Trans- 
port Services, a sub- 
sidiary of truck maker 
Ashok Leyland. He 
came up with the idea of 
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gle to the story: “The 
business is so large that 
we will hardly threaten 
existing players.” Nev- 
ertheless, six months af- 
ter he flagged off Trans- 
port Exchange, one 
thing is evident. Ra- 
jagopal is Raos best 
friend and Munnas 
worst enemy. 5 
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sadness 


HEN the Mahatma return- 
ed from South Africa, he 
was pained by the perva- 
sive lack of cleanliness 
among Indians. The most 
talked about story is the one in which he was 
travelling in a train. A co-passenger who kept 





_ coughing would spit the phlegm on the floor of 


the train. The Mahatma took his handkerchief 
and cleaned the phlegm with his own hands. In 


| Sabarmati, he started the practice of cleaning 





At first 
glance, 
our poor 
sense of 
hygiene 
seemsto . 
be rooted | 
in poor 
education 





and 


poverty. 
It is not 


toilets, and insisted that ‘Ba’ do the same. Even 
in his writings, he expressed pain over the lack 
of sensitivity among Indians for hygiene and 
cleanliness. It would appear that the problem is 
rooted in poverty, poor infrastructure and 
education. The truth is, it is not. 
1990: I was posted in California. My work in- 
cluded looking after Indian software engineers 
who came for six months to a year to work on 
projects. Typically, two engineers shared an 
apartment. Most of them were bachelors. One 
day, an infuriated apartment manager called 
me up and blasted me. She demanded that I 
come and see how my people ‘lived in a pig sty’. 
I drove to the apartment complex at once. 

She took me to one particular apartment 


_ where two engineers had stayed. The tour be- 


gan with the toilets. The tiles were covered with 
mildew and soap stains. The floor was black, 
there was hair all over. The mirror on the wash- 


| basin was covered with water stains and shav- 


ing foam. The basin made my stomach turn. 
She showed me the carpet — it had not been 


| vacuumed since they had moved in. The sofa 


was littered with food. And in the kitchen, dirty 


| utensils which had been used over several days 


were piled at the side of the counter. 


I was speechless. Apart from the complete | 


lack of sensitivity, I was dumbfounded by how 
the residents found living like that acceptable. 
After all, they came to the same place everyday 


| and cooked, ate and slept there! A thought that 


crossed my mind was the poor allowances that 
were paid to the engineers. Back then, the RBI 


by subroto bagchi . | 


The Mahatma’s 








permitted remittance of $1,800 per person, per 
month as 'living allowance. Out of that, an en- 
gineer kept $900 for personal expenses and 
food, and used the balance to pool in with two 
others and rent a car and an apartment. For 
some time, I thought that the poverty of the 
mind began somewhere there. 

2004: The Indian software industry has arrived. 
We do not have issues with how much we can 
spend on our travelling engineers. In every cou- 
ntry where our people go, we pay comparable 
wages. Yet, the other day, a pained customer of 
an Indian software company brought to light a 
repetition of what I had witnessed in 1990. This 
time, the customer had to bear the brunt. He 
brought photographs of a place he had rented 


| forvisiting Indian engineers. The housekeepers 





who managed the place were exasperated, and 
refused to clean it any further. The gentleman 
had to ask for expert help to clean the place. 
The expert agency had one look, and said they 
would bring it back to shape if they were paid 
$3,200! Meanwhile, word had spread and locals 
there refused to rent to people of Indian origin. 
In Japan, children who go to kindergarten 
are taught to clean their toilets. A child who re- 
alises that it is not one mans job to create filth 
and another's to clean it grows up with greater 
sensitivity. Years back, when I was working on 
Six Sigma in one of our earlier companies, a 
group of visiting experts from Motorola told 
me: "The day your toilets are Six Sigma, your 
products and services will become Six Sigma." 
We have created great educational institu- 
tions. But what value is an education that fails 
to teach us ambassadorship? What good is our 
reputation as software designers if residents in 
asmall European town do not want to rent to us 
because we leave their houses in a defaced con- 
dition? When I was a little boy, my father taught 
me a simple message. He said: "Always leave 
the newspaper and the toilet the way you 
would like to find them." For me, that was good 
enough. For the rest of us, do we need to make 
the Father of the Nation return again? 3i 
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Has the paperless office finally arrived? 





Yes, it has. Introducing the new HP Scanjet 8250 Digital Flatbed Scanner. Call it your office 
document manager. Now managing official documents will be as easy as it gets with the new 
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TURNED 
SOUR 


we = 
Why is India not ^ 7" 
the world's vaccine - 
manufacturing i 
hub yet? Gina S. 
Krishnan finds out 





Marketshare of vaccine manufacturers in India 


No. of June 
vaccines 2200 2001 2002 2003 2004 





Vaccines market” ie 239.6 303.0 264.9 283.5 293.1 
Aventis Pharma 4 22.8 22.6 33.7 32.3 28.4 
GlaxoSmithKline 8 23.1 18.7 24.7 24.7 25.9 
Serum Institute 13 5.7 6.5 9.8 9.4 9.3 
Ranbaxy 4 0.0 0.0 0.1 7.1 8.4 
Aventis Pasteur 13 0.0 0.0 0.0 4.0 7.3 
Biological E - 8 8.3 3.9 3.0 5.5 5.2 
Wyeth Limited 3 6.9 4.4 4.3 4.6 4.7 
Wockhardt -Merind 2 4.7 18.1 7.0 2.4 3.1 
Zydus Cadila 5 4.6 4.8 4.6 4.1 2.6 
Bharat Serum 2 1.4 0.9 1.0 0.9 15 
Shantha Biotech 1 2.6 3.3 0.9 1.7 1.1 
Panacea Biotec 3 2.5 2.4. 1.5 0.9 0.6 
Unichem 1 0.0 0.0 0.1 0.6 0.5 
V.H.Bhagat 2 0.0 0.6 0.5 0.5 0.4 
Bio Med 1 0.0 0.0 0.2 0.3 0.4 
Dr Reddy's Lab 1 0.0 0.0 0.1 0.3 0.3 
Pfizer 1 6.3 5.4 1.4 0.1 0.0 


Note: The value estimates are based on price to stockist Figures for companies are value share to the vaccines 
market *Rs crore 
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N 1998, when K.I. Varaprasad Red- 
dy of Shantha Biotechnic intro- 
duced the Hepatitis B vaccine, 
Shanvac B, he changed the rules of 
the game in the Indian vaccine 
market. Shanvac B was the first In- 
dian vaccine to target the self-pay seg- 
ment in the country. Till then, indige- 
nous vaccine makers had targeted only 
the government or WHO-run immuni- 
sation programmes. The reasons: high 
development costs, low R&D capability 
and intellectual property rights-related 
issues. The general feeling was there was 
hardly any market for any vaccine. 

Shanvac B changed all that. The next 
three years saw 11 Hep B vaccines hit 
the Indian market, five of them manu- 
factured by Indian companies. And 
Indian vaccine manufacturers started 
considering launching more products, 
researching novel drug delivery meth- 
ods and combination vaccines. 

Indian vaccine manufacturers may 
have had a limited product range, but 
their capabilities in reverse-engineered 
vaccines were highly developed. The 
plants had WHO pre-qualification and 
manufactured as per United States 
Food & Drug Administration specificati- 
ons. And N.K. Ganguly, director-gene- 
ral, Indian Council of Medical Research 
(ICMR), declared that India could be the 
global hub for vaccine manufacturing. 

Internationally, too, things were 
working out in favour of Indian firms. 
Immunisation programmes had wiped 
out certain diseases in developed coun- 
tries, leading to a drop in demand for 
vaccines. Some US manufacturers 
faced product liability litigation and 
high upgradation costs. All this resulted 
in companies either consolidating or 
exiting the business. Internationally, 
vaccine manufacturers consolidated — 
from 26 in 1967 to eight by 1996. Today, 
there are only four significant players: 
Aventis, GlaxoSmithKline (GSK), Chiron 
and Aventis Pasteur MSD. 

As price realisation is limited and 
development costs high, these multina- 
tionals were not interested in the devel- 
oping markets. The world lay open to 
Indian manufacturers. But, six years 
later, it is clear that Indian vaccine man- 
ufacturers have failed to make that 
much expected leap into the big league. 

The reasons are not hard to find. 
First, Indian manufacturers restricted 








themselves to the low-end segments of 
the market. For example, the largest In- 
dian player, Serum International, man- 
ufactures about 675 million doses a year 
while GSK makes 780 million doses a 
year. But Serum’s turnover (including 
biologicals) is a mere Rs 500 crore ($110 
million) compared to GSK's vaccine 
turnover of $2 billion. Even in the do- 
mestic market, the marketshare of In- 
dian firms is insignificant compared to 
that of multinationals in the self-pay 
segment. (See ‘Marketshare Of Vaccine 
Manufacturers In India’) 

Second, they failed to break into the 
lucrative markets in the developed 
world. Indian manufacturers have no 
products in the categories that 
drive growth in these markets, 
like flu and travel vaccines, or a 
product similar to the enhanced 
paediatric vaccine of Wyeth Led- 
erles Prevanar, which sells at 
about $140 a dose. Also, no In- 
dian vaccine manufacturer op- 
erates in the $3.5-billion vac- 
cines market in the US. Indian 
players are only beginning to 
think about Europe. 

In 2002-03, the world market 
for vaccines was worth $8 bil- 
lion; the Indian market was 
worth Rs 300 crore. But Indian 
exports were a measly Rs 319.58 
crore. Though exports rose in 
the last five years (See 'India's 
Vaccine Exports’), growth has 
not kept pace with the 12 per 
cent growth rate of the interna- 
tional vaccines market. 

Also, for Indian companies, 
the cost arbitrage model has be- 
come a bitter pill. The lowest- 
priced players corner the 
marketshare, but it is an unsus- 
tainable model as vaccine man- 
ufacture is expensive, and time 
consuming. GSK takes 52 weeks 
to manufacture its penta vac- 
cine. As Cyrus Poonawalla, 
managing director, Serum Inter- 
national, says: "Vaccine manu- 
facturing plants need to be up- 
graded almost every three years, 
and it is a costly affair." 

This has put Indian manu- 
facturers, who are highly depen- : 
danton the mass-immunisation 
programmes, at a disadvantage. : 


| 


VACCINES 


As demand projections are given inad- | Serum International is constructing a 


vance, the products cannot be priced 
high here. In contrast, the MNCs, who 
are more focused on the self-pay 
segment, are immune to such pricing 
pressures. In developed countries, 
40 per cent of the market is self-pay. In 
developing nations too, MNCs play 
mostly in the self-pay market. In fact, 
GSK supplies only one vaccine to the 
Indian government. 


The Future 

Indian companies may be losing the 
battle for world markets, but India still 
shows great promise as a destination for 
vaccine research and manufacturing. 
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unit for manufacturing HIV vaccines. 
Biological E is setting up a greenfield 
manufacturing plant at Hyderabad with 
an investment of Rs 100 crore. Chiron 


_ has set up a facility at Ankleshwar to 


supply its best-selling, 'Rabipore to 
Aventis, and is applying finishing 
touches to a joint venture with a Delhi- 
based firm. Bharat Biotech has a tie-up 
with Wyet Lederle to supply Hep B. 
They are also investing in R&D. 
Bharat Biotech has tied up with Interna- 
tional Centre for Genetic Engineering & 
Biotech for a malaria vaccine, besides 
partnerships with Centre for Disease 
Control, Atlanta and National Institutes 
of Health, Washington D.C; In- 
stitute of Genomics and Integra- 
tive Biology, New Delhi; and Na- 
tional Institute of Virology, Pune. 
Shantha Biotechnic is collabo- 
rating with ICMR and National 
Institute of Health for develop- 
ing an HIV vaccine. Serum Insti- 
tute is developing an aerosol 
measles vaccine. It is also devel- 
oping a quadravalent vaccine 
(combination of Hep B, diph- 
theria, pertussis and tetanus), 
New Delhi-based Panacea is de- 
veloping an anthrax vaccine. 
But Indian manufacturers 
still err in strategy. They have 
product pipelines, but most of 
these are similar vaccines. That 
could lead to a destructive price 
war among the Indian compa- 
nies. Multinationals, on the 
other hand, could push Indian 
manufacturers out of even the 
lucrative segments of develop- 
ing markets with their tailor- 
made products. Says Kalyan 
Sundaram, managing director, 
GSK India: "We have a pipeline 
of vaccines exclusively targeted 
at diseases which affect Indian 
people, which will be intro- 
duced in the next five years." 
Indian vaccine firms can sur- 
vive only if they go for 
judicious developmental part- 
nerships, new products, smart 
pricing and better marketing 
strategies. Prevention is, after all, 
better than cure, and nobody 
knows that better than vaccine 
manufacturers. * 


-by rama bijapurkar 





The author is an 
independent market 
strategy consultant. 








Traditional 
strategy 
developers | 
do not pay 
enough | 
attention 
to real | 
market 
segment- 
ation 











The troublesome 


-word 


HAVE a great deal of trouble with 
S-words. I struggle with ‘strategy, that 





hydra-headed monster of many mean- | 


ings. But I want to talk about another | 


stressful S-word — ‘segment’. When a 
serious press report analyses that the two- 
wheelers market growth is decreasing because 
the scooter segment is declining, it makes an 
upsettingly tautological statement. Ifit had said 
that the rural segment of the market or the ‘rich 
young’ segment had declined, the problem 





would have been clearer, and hopefully the | 


solution would have also been better. 

To many, a market segment is a product seg- 
ment. Therefore, market segmentation would 
mean cutting up the market into product types, 


still not truly customer segments. This scheme 
of segmentation explains how customers 
choose from the existing array of options, but 
not what they want. And it does not lead to 
product or service innovation of a fundamental 
kind. It merely enables tinkering around the 
edges of today's product offerings. 

The pseudo-consumer segment called the 
business traveller, for example, while techni- 
cally a customer segment, is practically useless 
because the fact that someone is travelling on 
business does not uniquely define his or her 


J. needs. There are business travellers who switch 


which are different (auto loans/housing loans; | 


| systems integration/IT consulting; window 
units/splits). To some others, a marketsegment 
| isa people, or customer, segment. Therefore, | 
| market segmentation would mean cutting up 


the market into different people or different 
customers. For two-wheelers, it would be you- 
ng, poor, first-time buyers buying with their fa- 
thers money/older, made-it self-employed 
people using their bikes as a means to show off 


their success to friends. In IT, a customer seg- — 








ment could be mega companies wanting to | 


shed IT flab by outsourcing, or progressive 
mid-size companies wanting the IT magic 
wand to improve operating margins. 

In my book, customer segmentation is the 
only type of market segmentation that serves 
the purpose for which the concept of segmen- 
tation was created — that is, to cut up the mar- 
ket into people with similar needs so that they 
can be served better through tailored offerings. 
Needs are the fundamental things that cus- 
tomers want. Product attributes are what com- 
panies give them. ‘Customers of 100 cc bikes 
are product segments masquerading as cus- 
tomer segments. They don't help a company 
serve anybody better and win over rivals by 
providing more tailored solutions. Customers 
who want power over mileage, or vice versa, are 








off business when they get to the hotel, and 
there are those who are workaholics. Their 
needs from a hotel are surely very different. 

Equally unhelpful is that hybrid trap called 
the product-market segment, which provides 
the comfort that it includes both the product 
and the market. (What on earth is the 'market ?) 
'Prepaid cards-metro cities' is a pretty useless 
segment. And so is Chemical A,B,C for X,Y,Z 
end-use applications, which merely says that 
some end-uses need some kinds of products 
and not others. This is what I call ‘table stakes’ 
segmentation — the barest minimum that you 
need to do to ensure that you get to play. 

The way a company chooses to define the 
boundaries, and cut up its market (comprising 
people, not products) could be the most funda- 
mental basis for a winning business strategy. 
That's how the acclaimed Southwest Airlines 
business concept was created (people, who dri- 
ve short haul point-to-point on business, want 
speed and comparable cost). Starbucks was not 
born with a latte/cappuccino view of the coffee 
market, but with a deeper understanding of 
people and why/how/when they drink coffee. 

Yet, the least amount of time and attention 
while developing strategy is spent on the com- 
plex issue of real market segmentation. Per- 
haps that's because the conceptual apprecia- 
tion and skills to do it well do not reside with 
traditional strategy developers, or maybe be- 
cause it takes too much time and effort. 6 
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We are one of India's biggest private-sector shipbuilding | Eg. 


companies, building anywhere between 6-8 ships 










annually. We have a formidable team of Naval architects, $ J 
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From core to non-core 
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in Webster's or Roget's as yet. It's a measure of 60 
the world's most unconventional telecom experi- 


crore Bharti Tele- Ventures (BTV). Mittal has staked 





private sector telecom company — on an audacious gamble. 
And he is counting on erlangs, more erlangs and many more 
erlangs to make his gamble work. 

Earlier this year, Bharti decided to outsource both its IT 
systems management and its networks. These are things that 


all telcos globally consider their core business. First, in March, | 


BTV signed a deal, handing over its entire information tech- 
nology management to IBM. For the next 10 years IBM will 
operate BTV's data centre, its disaster recovery site at Chennai, 
all thebilling that BTV does in its circles around the country, its 
CRM programme, all applications development, as well as the 
IT help desk. IBM will also handle over 80 per cent of BTV's 
current programme and project management. 

Then, over a period of four months, BTV signed contracts 


outsourcing its entire network management to Ericsson (14 | 


circles), Nokia Networks (4) and Siemens (3). The total value of 
thecontracts: $724 million. This trio will manage base stations 


(antennae, switches, routers, transmitters and receivers) | 


within their circles, deploy new stations as required, roll out 
new networks and applications, and take on board roughly 


800 BTV staff. They will also add new staff dedicated to BTV as | 


THAN HIM. IS HE TAKING 


As a result of these outsourcing contracts, BTV will now | 


the networks expand. 


just handle a few things: marketing, sales and distribution. 
Apart from that, it will just monitor its vendors, see that they 
stick to the parameters of the contracts, and make sure that 
they deploy and build only the best systems and networks for 
Bharti's operations. In other words, just the bare minimum. 
"What are you doing? How can you give your lifeline out?" 


RLANG! What? Erlang! No you wont find that term | 
minutes of telecom usage. And it is at the centre of | 
ment being carried out by Sunil Mittal's Rs 5,400- | 


his 12-year-old business — currently Indias largest | 











That was how the CEO of a European telecom company re- 
cently reacted while talking to Mittal. He was aghast because 
most telco CEOs consider their networks to be the absolute 
core of their business. Giving control of the network to some- 
one else, in their opinion, is a suicidal move. 

Mittal, on his part, says he was nevera prisoner of the ‘to do 
or not to do' dilemma. He was always clear that outsourcing 
was the path to take. The basic dilemma was how would he 
outsource and still make sure that his organisation functioned 
just as efficiently as before. 

As far as BTV is concerned, the advantages of outsourcing 
on this scale are crystal clear. The company will not only save 
on current operational costs, it will also dramatically reduce 
its capex requirements as it expands its networks over the next 
couple of years. Above all, by handing over these tasks lock, 
stock and barrel to someone else, it frees up much senior 
management bandwidth to focus on really important things 
like strategy and long-term growth. 


BHARTI TELE-VENTURES 
CHAIRMAN SUNIL MITTAL 
THINKS OUTSIDERS CAN 
HANDLE CORE 
FUNCTIONS BETTER 


ON TOO MUCH RISK* THE 
WORLD IS WATCHING. 

BY SHELLEY SINGH & 

RAJEEV DUBEY 
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| lion (Rs 11, 178 crore), ifi it were to handle this on its 
laving outsourced the network, however, BTV will pay 
for use of25 million lines that it actually uses. That would 
it roughly $1,700 million (Rs 7,820 crore). Thus BTV, 
ough Mittal refuses to confirm the numbers, would save al- 
ost $730 million (Rs 3,358 crore) of capex on its balance 
sheet by 2007. Second, BTV saves massively on operating ex- 
| ¿penses as well — its vendors are charging it substantially less 
to manage and operate each line and each base station than 
— what it incurs on its own. 


— ———— — ——— —— — — ——— —— —— — — —— — — — — 
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<>- Finally, by outsourcing the work, BTV has transferred 
‘ound 1,000 engineers — with a salary bill of approximately 
0 crore per annum — from its balance sheet to that of the 
ndors. And it won't need any additional engineers on its 
payrolls for the 18,000 base stations that would be set up over 
the next two years. (It would have needed an additional 1,200 
igineers for those base stations). It will be the network oper- 
or that will hire those people. There are many marginal ben- 
; as well. Post-outsourcing, for instance, BTV's per-sub- 
scriber billing cost will come down by Rs 2, to Rs 10-13. 
: Financial benefits apart, vendor consolidation also makes 
e simpler for BTV in many ways. Prior to outsourcing IT to 














om Kenan Systems, customer care from Oracle, hardware 
from Sun Microsystems and HP storage systems from EMC, 
fraud management systems from Subex, data warehousing 
from NCR Teradata, interconnect systems from Intec, media- 
| tion systems from Hughes Software and Comptel. BTV also 
"had to figure out how to integrate the various systems from 
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multiple vendors. Now, it is IBM — not BTV — that deals with 
such nitty-gritty. As an incentive, BTV also gets access to IBM's 
global expertise. The Okhla office is just one facility where IBM 
does work for BTV, Some jobs have been transferred to IBM's 
global telecom innovation centre at Le Gaude in France. The 
India team of IBM also gets instructions from the US, where 
about 30 per cent of IBM' global service workforce is located. 

Outsourcing also frees up senior management bandwidth 
to focus on tasks they consider really important. Till now, key 
executives like BTV's joint managing director and CFO, Akhil 
Gupta, often spent significant time on mundane things like 
tendering. “Akhil was always very frustrated with the budget- 
ing process and was very keen on a predictable business 
model. ... earlier, every six months there was a fresh tender for 
network expansion. There used to be a naked parade with one 
vendor playing against another,” says Mittal. ; 

While in pure theoretical terms, Mittal saw the obvious ad- 
vantages of outsourcing, he had to make surethathisstepsdid . | 
not jeopardise the telecom operation hehas worked 
| so hard to build. A setback could threaten his status 
| as India's largest private telecom operator, send the 
| organisation into a spin and, of course, deter any 
| global telecom operator from going this way for 

many years to come. 
| Finally, Mittal also needed to convince his part- 
| ners that he wasn't taking a foolhardy step. His eq- 
| uity partner in BTV, Singapore Telecom (SingTel), 
| had dabbled in minor outsourcing and wasn't par- 
| 
| 
| 
| 
| 
| 
| 
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ticularly happy with what it had achieved. It was 
against the move. So Mittal had to engage his tech- 
nical teams with those of SingTel to convince them. 
BTV's board itself was split over the issue, "There 
were some members who had doubts, they thought 
it was risky. We had to convince them," says Mittal. 
Finally, BTV also had to figure out how to make it 
work. For about 18 months, Akhil Gupta, CTO Don 
Price, and corporate director (IT & technology) Jai 
Menon combed through. the successes and failures 
oftelecom outsourcing around the world. In partic- 
ular, they studied UK's Virgin Mobiles deal with T- 
Mobile which ended in a divorce. Part of Virgin’s mobile net- 
work came to T-Mobile when the latter acquired Mercury to 
whom Virgin had outsourced its network. T-Mobile was not 
willing to handle the network on the terms and conditions 
agreed to by Mercury. "There were issues around the con- 
tracts. They were not comprehensive in nature. Responsibili- 
ties were not clearly defined,” explains Mittal. Among the suc- 


cesses, BIV studied O2 in The Netherlands and Hutch in | S E 
Australia, who outsource parts of their networks. However, — 
these weren't good models either, as they operateinsaturated — 


markets which did not envisage any further expansion. 

Eventually, BTV concluded that the way to make outsourc- 
ing work on such a huge scale was by creating very tight, ex- 
tremely detailed Service Level Agreements (SLAs). TheseSLAs — 
needed to take into account every possible contingency. BTV — 
picked up some of the SLAs from existing operators and mod- 
ified them to suit its special requirements. "We have a belief 
that the SLAs will be met. If the agreement is not met, we have 
mechanisms to deal with them," says Price. 
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Flirting with outsourcing 


Peripheral activities like facilities management, logistics outsourced by companies like Optus 


AT&T Wireless, BellSouth, pani: Virgin, BT CellNet —— with outsourcing IT help 
desks, call centres, data centres to —— es like IBM, EDS, Accenture, HP 


Parts of IT systems, billing, CRM, network naniii outsourced by 
BellSouth, MMO2, 3GIS, 02, Virgin Mobile. Telcos still control the 
networks and only outsource maintenance- e functions 


Telecom New Zealand, which has 1.8 million subscribers, outsources 
the complete network to Alcatel in a $100-million deal 
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IT and networks are strategic assets. Monopolies reign supreme. — in-house =E 




















Spotlight on BTV 


T least 16 global telecom majors are watching 

BTV's outsourcing experiment. Equipment 

vendors, mobile telecom operators, are all 
watching this roll-out. "What they want to know is 
how a mobile services provider grows along with a 
vendor of equipment," says Mikael Steinbach, V-P 
(global services) India & Sri Lanka, of Ericsson. 

Sunil Mittal says companies are even asking for a 
week-to-week assessment: "Very senior people have 
approached us — from Russia, Europe, SingTel.” A 
Malaysian and an Indonesian operator are being 
briefed. Mittal says even Hutch, which has outsourced 
services in Australia, is evaluating the model. 

For IBM, this is a showcase deal. IBM's global CEO 
Sam Palmisano has met Mittal thrice and has been in 
constant touch with him on the progress. Palmisano 
also gets a regular report on the project. 

Nokia Networks' GM (operations solutions) Jukka 
Raikkonen says of the 20 networks that Nokia 
operates, it has the maximum responsibility in 
Swedens 3GIS, where it does network build out, first 
line maintenance, entire operations and 
maintenance, customer care and billing. Nokia is 
doing practically all of this for BTV. He adds: "In 
mature markets growth is a challenge. The trend is to 
have operations and maintenance activities 
outsourced — what BTV is doing now. India and 
China will contribute 80 per cent of the subscriber 
growth in the next five years." 

Mittal has only good words to offer about BTV's 
performance after outsourcing. "Quality of network, 
call placement, clarity of sound, blocking rates have 
gone down. Congestion is down, call completion is 


higher," he says, without giving any figures. 


BTV outsources both IT and network operations 





BTV, of course, has exposed itself to the risks associated 
with being the pioneer. If this experiment fails, Mittal and his 
men will have to get down to the work all over again — setting 
up networks, hiring operators, planning, implementing and 
monitoring software, inviting and evaluating tenders — just to 
name a few. Not to forget the loss of learning during the period 
in which BTV wouldn't be managing those operations hands- 
on. That could set BTV's race to reach the 25-million sub- 
scriber mark by 2007 back by a few years. "The flip side is that if 
it does not work then it is a painful process for the company to 
re-engage in those areas. We are already tracking it. That's not 
the route we will need to go," says Mittal. Obviously, BTV is 
convinced that a rethink on the deals will not be necessary 
and that outsourcing will be the fulcrum of its future growth. 


Erlangonomics 


It's hard to believe that when BTV first broached the topic of 
outsourcing IT and network management with the vendors, 
the proposal met with a less than enthusiastic response. But 
that was precisely the case. Logically, vendors should have 
loved the idea for the amount of business coming their way. 
But that's not how they saw it. In India, network expansion 
typically gets triggered at 70 per cent capacity utilisation. 
Hence, at any given point in time, telecom operators have 30 
per cent spare capacity that is never used, but which rolls on 
from expansion to expansion. This gives vendors lots of op- 
portunity to sell new equipment even before full capacity ut il- 
isation has been achieved by the telco. 

In the Erlang-based pay-per-use model of outsourcing, 
vendors would essentially lose out on this opportunity. Be- 
sides, as they were going to handle the networks, they would 
need to make sure that capacity utilisation was being done ef- 
ficiently. Their resistance was logical. 

But BTV proposed Erlangonomics to win over the network 
management vendors. And a revenue sharing model to win 
over IBM, the IT-service provider. Either way, it works to its ad- 
vantage. Network management comprises 50-55 per cent (20- 
25 per cent equipment costs and 30-35 per cent operations 
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imul cost) of the cost ofa telco's operations. Revenue share here | terest in BTV is not just that the operators would like to know 


























(global services), India & Sri Lanka. 

Clearly, the contracts have changed the dy- 
namics of the operator-vendor relationship. 
"Earlier, their job was to sell more and ours was 
to buy less. The pressure was on both sides. I 
must buy less to serve my customers and they 
must sell more to serve their interests. Suddenly 
that's gone. We buy as much as we use. They can 
theoretically leave one base station and charge 
me $100 million. (It) doesn't matter if it meets 
our needs," says Mittal. Not to mention the con- 
venience of operations and lesser costs. “...there 
are a number of issues where we don't have to 
present to them. The day-to-day negotiations 
are gone. Therefore we can reduce costs quite à 
lot," says Ericsson CEO Carl-Henric Svanberg 

At least 16 global telecom majors, including 
10 in the Asia Pacific region, four in Europe and 
two in America, are watching BTV's outsourcing 
experiment, says David Jordan, V-P ( telecom, 

Asia Pacific) IBM. Equipment vendors also con- 
firm the global interest. Mobile telecom opera- 
tors like O2 in Holland, Brazil Telecom and one 
in Spain are watching this roll-out. 

So far, telcos around the world have only 
flirted with outsourcing. "Outsourcing by telcos 
is just starting. They still have strong vertical in- 
tegration and low levels of outsourcing," says 
Stephen Young, analyst at Ovum, a London- 
based telecom industry consultant. Until the 
mid-1990s, companies like Optus and Telstra in 
Australia gave away some peripheral activities 
like facilities management and logistics. Others 
experimented with outsourcing IT help desks, 
call centers and data centres. Later, parts of IT 

systems, billing, CRM, and network operations 
were outsourced also. But no one has so far out- 
sourced the entire network. For instance, Nokia 
Networks' general manager (operations solu- 
tions), Jukka Raikkonen, says : "The trend to out- 
source critical functions is only just beginning. 
In that sense BTV is a pioneer." 


A Reality Check 
The real reason why there's so much global in- 


would have been a huge burden as revenues grow higher. IT | how the relationship is faring. Rather, they would like answers 
costs are between 5-6 per cent only. Besides, here, as revenues | to questions that forced them not to outsource. 
grow, BTV will pay a smaller percentage share of revenues to One of thoseis the overbearing dependence on the vendo. 
IBM. Instead of making the generally accepted practiceofrev- | for speed of delivery. Could nimble operators controlling thei» 
enue sharing per subscriber as the basis of pay-per-use trans- | own networks beat it tomorrow on reaction time? Has BTV 
actions, BTV preferred to pay by the number of Erlangs it uses. swapped the speed of delivery with the convenience of out 
Even for the vendors it was a learning process. Ericsson, for | sourcing? A recent incident has raised a question mark. BTV 
instance, has service outsourcing deals with 40 of the 1,000 | Hutch and Idea were all racing to launch their EDGE (En 
networks who use its equipment. They didn't have a similar | hanced Data Rate for Global Evolution) services. But, on 2t 
contract anywhere. “We manage some part of their network 
for a one-time payment. We do not take end-to-end responsi- | to launch EDGE services. The incident is an example of how : 
bility. In that sense, Bharti is the biggest end-to-end outsourc- small, but nimble, operator beat BTV on reaction time. 
ing deal that we have entered into," says Mikael Steinbach, V-P The second major question relates to handling exigencies 


July, Idea — not BTV —became Indias first telecom operato 
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Bharti group chairman Sunil Mittal spoke to Rajeev Dubey 
and Anup Jayaram on why he outsourced his network and 
IT functions. Excerpts: 


E Outsourcing contracts obviously mean less headaches. But 
what is the flip side of outsourcing? 

E The areas where we have touched upon and which have a 
major impact on the industry are IT and network. Let me take the 
IT piece first, which we have outsourced to IBM. There have been 
cases of IT outsourcing in the past, except that it was only in verti- 
cals. But people have been doing only one piece of it. They have 
done in verticals: billing, intranet only, data warehousing only, IT 
help desk. We have gone in a more comprehensive way, right 
from my own desktop to the most complex piece of IT architec- 
ture, handling data mining, or writing letters — all is with IBM. 
Similarly, on the infrastructure side, it is the first of its kind 
outsourcing in the world. We were wondering: 'why do we buy 
these boxes, we do not understand the technology inside these, 
how they perform; so why are we doingit all in-house? It is like an 
airline, they do not make the aircraft or know what goes inside 
these but buy it. Some are even doing wet leases, where the crew 
comes with the aircraft. That has become an established norm. 
What we felt was we do not understand the technology that 
are we trying to manage here. We are planning networks, building 
networks, maintaining networks and optimising networks. Every 
time things go beyond our control, we ask Ericsson or Nokia to 
help. We combined it and said let's put the responsibility for the 
network on the vendors, much to the displeasure of the vendors. 


B Why the resistance from vendors? 

W This is a change of religion for them. They never did it in the 
past. For one, we pay for what we use. I buy a box and | do not pay 
for it. I pay for the traffic which comes and nothing extra. My 
model becomes much more predictable now, my business plan- 
ning is very predictable. Our business planning on capex takes 
just five minutes to close now. Number of customers, traffic min- 
utes of use expected multiplied with $ per Erlang we have fi- 
nalised with the vendor — it's a five-minutes job. Anyone can do 
it. Earlier the capex budget planning used to take three to four 
months. If we say our customers have to grow from 7 to 14 mil- 
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in the event any of the deals goes awry. With the roll out on, | mance Indicators (KPIs) when required. For instance, sinc 
there is a 44-page document that covers the service level | we signed the contract, the KPIs have gone up from nint 
agreements (SLAs). Six SLAs are radio-frequency related while | with the EDGE rollout.” 

three are switch-related (back-end). The points covered in- But what happens if BTV decides to withdraw? Mittal say 
clude network availability, accessibility and call drops. The | that there are enough takers: "Imagine, if Ericsson coll ipse 
partners are committed to 99.99 per cent availability of service | somebody else will take over, say Nokia. If IBM fails, H] 
and less than one per cent blocking at network level (accessi- | Wipro will come and take over.” As for managing the compli 


bility parameter), a call-drop rate of less than 2 per cent (call | ity of the migration, BTV has tried to mitigate that by ensurint 
drops tolerated while talking), and no more than one out of | multiple vendors manage a ge: graphy. "There could be } 
100 calls blocked at a time. prietary elements, but by and large the radio technolog 

If the SLAs are not met, BTV can defer payments. If things | common across different providers, says Price. Besides, en 
go really bad — if SLAs are violated for two consecutive quar- | ployees handling BTV networks get transferred to BTV in th 
ters — BTV has the option to cancel the contract. Says Price: | event of cancellation of contract. Their training in hand lg 
“We review the SLAs every week and also add new Key Perfor- | multiple networks will ensure continuity of operations 


— fee x Y I 
ng Muni 
ET is a cha e: lion, they will use approximately these many minutes, and prt 


OF reli iO > ject it for 14 million and pay our vendors. We pay our vendors 
i x: when we use the Erlangs 
sour vendors LAT E dia in. Poa ca 





We have SLAs (Service Level Agreements). We must plan 
Stall, maintain in haa orrect way. They have to deliver on SI 
They know the equipment best, the box. Optimisation is happe! 
ing, efficiency has improved, planning has improved. First time 
in the world, there is an alignment between the operator and the 
equipment vendor. Complete alignment. I say I want 5,000 site: 
They say maybe you need just 3,000 sites. That's the differenc: 


E How do you monitor SLAs? 

It is a fully computerised industry. Every month, a dashboard 
comes out with orange, red or green signs. The dashboard shows 
the key parameters. There are about 100 parameters that we lool 
at. If the dashboard remains green, they get a bonus on top of tl 
rates that we have. Red or orange leads to a penalty. It is in their ii 
terest to keep it green. 


E There could a threat that at the end of this contract vou wil 
become an IBM shop. IBM servers, storage, eti 

That will not happen. We have an Architecture Review Board 
The architecture design is in our hands. We tell them what we 
need. If we want Kenan billing it will be so. If I tell them I wan! 
Siebel CRM and not Oracle, they will buy Siebel. Unless, they cai 
say that they can do it better. For example, my computer has now 
changed to IBM, that part is OK. 7,000-8,000 PCs are being 
changed all over the company. In some areas they are very go 
IBM does not do e\ erything themselves. The good news is the 
do the big servers. Many of my systems work on Sun machines 
They say they will get it for us as they have a better deal with Sui 
IBM is building firewalls across the networks. There's no conflict 
of interest. BTV gets the best of things. It'll come through IBM 
which will take money from us as per the contract 


For full text of the interview 
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" 
T There is a drawback to this arrangement, though. There 
are not too many companies that have the capability in IT 


æ management and network management globally. For in- 


stance, only the likes of HB Accenture and EDS are considered 
in the same class as IBM. On the network side, there would be 
all of six or seven players who have the capability to take up 
outsourcing jobs. Of these, three — Ericsson, Nokia and 
Siemens — are already part of the BTV experiment. 

And, finally, long-term contracts like the 10-year agree- 
ment with IBM require taking a bet not only on IBM's capabil- 
ity to deliver over such a long period, but also on IBM's capa- 
bility to keep pace with the technological changes happening 
in the industry. BTV says that the reason why it decided to go 
with some ofthe world’s largest in their business was to allevi- 
ate such apprehensions. "You are taking a bet on $89 billion 
IBM, $45 billion Nokia, $25 billion Ericsson and $100 billion 
Siemens. We can be struck by a nuclear bomb tomorrow. Risks 
are always there. I think we are quite safe," says Mittal. 


Vendor Takes control 


AST fortnight, JP Morgan Chase & Co ended a 

$5-billion IT outsourcing contract signed with 

IBM in 2002. The move, the bank said, would let 
it control the core IT function as it believes technology 
infrastructure conveys a competitive advantage. 
Could BTV end up losing the IT edge, with IBM 
replacing BTV equipment with its own gear? 

Says an IT solutions provider who now has to deal 
with IBM instead of BTV: "IBM will first go for the low 
hanging fruit like servers. Here margins are between 
14-30 per cent and IBM would be keen to deploy its 
own servers rather than procure from rivals HP or Sun 
Microsystems." Already, for pre-paid billing, IBM 
installed its own storage system without inviting bids 
from competitors. 

Says a vendor: "It was worth a mere $40,000, hence 
it did not cause too much pain. IBM could add on its 
own products in future." 

For instance, BTV has around 1,400 servers, of 
which about 780 are non-IBM. These can be replaced 
by IBM systems whenever replacements or new 
deployments happen. However, Oracle differs. Says 
S.PS. Grover, senior director, Oracle India: "IBM is a 
delivery arm taking care of the daily operations. The 
controls reside in-house with the Architecture Review 
Board (ARB) of BTV. There could be a case that the 
customer is not concerned whether he is getting an 
IBM or an HP box, but only about the SLAs. Even in 
that case, SLAs are technically defined. Chances of a 
misuse are remote." 

Also, software takes couple of years to stabilise. For 
instance, ERP systems can take three years to deploy 
and settle. Once done, it wont be prudent or cost 
effective to rip it apart and replace with a new 
solution. Yet the ARB has to ensure that BTV does not 
become a hostage to its outsourcing partner. 


loint MD Akhil 
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The company, though, is leaving nothing to chance. It has 
set up an elaborate monitoring infrastructure. Ten BTV engi- 
neers regularly monitor the network, 29 oversee the VAS de- 
ployment, six oversee new site deployments and another 10 
look after the quality of the network. 

Within BTV itself, a 50-people IT Solutions Engagement 
team keeps the management updated on new IT deploy- 
ments. They keep the non-IT managers — within finance, 
marketing, HR— updated on the IT deployments. They report 
to the respective CIOs in the circles on a weekly basis. A five- 
member Architecture Review Board (ARB) headed by Jai 
Menon takes all technology-related decisions. The ARB meets 
once in two weeks. 

A BTV governance team tracks the service level agree- 
ments on a daily basis. The team essentially ensures that all 
SLAs are met. On the network side, BTV retains a technical 
team of 100 persons to focus on five areas: design and plan- 
ning, network deployment, operations and maintenance, 
value added services, and quality assurance. Half of the team 
will be looking into the last two areas. 

In case of any slippage on an SLA by any of the partners, 
there are four levels through which a problem can be esca- 
lated, right up to Mittal himself. For instance, something like a 
bug in the database system would be handled by the engage- 
ment team, faulty billing would call for Menons attention, 
network disruptions would be escalated to Akhil Gupta, while 
serious systems failures leading to a network crash would call 
for Mittal's intervention. 

Mittal, particularly, has a second reason for making sure 
that outsourcing works seamlessly. After all, he has planned 
his second innings beyond telecom. "My target is 50 (years), I 
am 46 now. My job in the company, in terms of driving it, is 
coming to the last phase," Mittal insists. Like his father, will it 
be politics next? "There are other frontiers to cross," he says. 

Though the real impact of outsourcing on the BTV balance 
sheet will be visible only by March 2005, very soon it will be- 
come apparent how it's doing. Then, of course, Mittal can pre- 
pare for an innings of his choice. E 


With inputs from Anup Jayaram 
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FOR THE FIRST TIME IN 12 
YEARS, MITTAL IS ENTERING 
SECTORS AS DIVERSE AS 
AGRICULTURE AND AIRPORT 


INFRASTRUCTURE 
BY ANUP JAYARAM 


N early January, when 

Sunil Mittal met Lady 

Lynn Forester de Roths- 

child in Delhi, he was 

close to completing a na- 
tion-wide mobile network. 
Rothschild had already built 
an optic fibre network that 
spans 15 European coun- 
tries. Over dinner, the discus- 
sion veered from telecom to 
food. Mittal had been think- 
ing seriously about investing 
in the food sector. Rothschild 
was already working on the 
food sector. And they de- 
cided to work together on à 
food venture. 

Nine months later Field- 
Fresh Foods, a 50:50 joint venture, was set up by Mittal and 
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per cent in 2002. Profitability of its competitors like Dole Food 
Company and Chiquita Brands International also hovers 
around 7.1 per cent. 

But what is exciting is the huge global market. The US 
alone imported $10 billion worth of fruits and vegetables in 
2003. That is what Mittal is hoping to tap. He says: “I expect this 
to be billion-dollar business in five years. We are in this busi- 
ness early, like in telecom. I will not be surprised to see many 
more groups getting into the sector soon." 

Initially, the venture will buy fresh fruits and vegetables 
from farmers, wash, dry, pack and export it to Europe and the 
United States. The first consignment is expected to hit the 
shelves there in 12 months. 

But why has Bharti, which had all along touted core com- 
petence as its mantra, gone into a totally unrelated field? For 
starters, having outsourced much of his telecom business, 
Mittal has more management bandwidth to spare. He hopes 


| that in another two years, BTV will be a professional-run en- 





BTV chairman Sunil Mittal with Lady Lynn Forester de 
Rothschild, after setting up FieldFresh Foods 


Rothschild with an investment of $50 million to leverage the 


$4 billion fruits and vegetables market in India for exports. 
Most of the fruits and vegetables grown in India are organic, 
and there is a premium on organic food in the western market. 
Mittal had picked up Ravi Deol, the former chief of Barista to 
head the venture. Elder brother Rakesh Mittal will oversee the 
venture. Initially, Bharti was interested in the front-end of food 
retailing. However, no FDI is currently allowed in the retail sec- 
tor. So the group decided to go into the back-end. 


However, this business is not as profitable as Mittal's | 


maiden business of telecom. The net margins in the back-end 
hovers around 8-9 per cent, while Mittal's flagship, BTV, earns 
a net margin of over 18 per cent. One of the global majors in 
the fruits and vegetables business, Fresh Del Monte Produce, 


reported a net margin of 8.4 per cent in 2003, down from 9.3 | 
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tity. Also, this is not the only diversification within the group. It 
has already tied up with Changi Airports to bid for the mod- 
ernisation of the Delhi and Mumbai airports. The airport ven- 
ture is the baby of the youngest brother, Rajan Mittal. 

In the beginning, the food business will focus on Punjab 
and adjoining states. It will 
later be expanded to west 
and south India, and in the 
next few years, FieldFresh 
hopes to cover the entire 
country. 

All the learning from the 
telecom business will be de- 
ployed in the foods sector. So 
there will be outsourcing, ac- 
quisitions and brand build- 
ing. FieldFresh is currently 
looking at building its own 
cold chain. But it will out- 
source its requirements for 
freezers and trucks. Already, 
Mittal is in talks with at least 
three companies, including 
Mitsubishi's Snowman, for 
developing the cold chain. 
While the initial years will be used to tap the global markets, 
the growth in the future will be driven purely by acquisitions, 
even outside India. 

FieldFresh expects to export roughly 50 per cent of the pro- 
cured fruits and vegetables. Another 35 per cent will be sup- 
plied to the processing industry and hotels. The rest will be 
supplied to the mandis and the alcoholic beverages industry. 

But it is still in the early days. FieldFresh is yet to tie up with 
any farm producer. Also, the delays at airports that bog Indian 
exporters could derail this venture. Mittal does admit that the 
devil is in the execution of the project. Says Rothschild: "If we 
do this right, then agriculture will become to India what IT 
outsourcing is today." e 


DINESH KRISHNAN 
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zdepth 
BY BREAKING UP THEIR FIRMS — ;irinzseam.Asmoreand | 


is gathering steam. As more and 


INTO ASET OF COMPONENTS, —farmestouakeonevencore | 
CEOS ARE DISCOVERING A mew and dramatic waya. IB even 


has a term for it: on-demand 


FRESH WAY OF LOOKING AT business. Leading US corporations 


like Sprint and P&G have adopted it 


THEIR BUSINESS, SAYS RIC BRR 


Eric Pelander, who heads the 


PION TOTS ALO) SUN ————— 


practice for IBM Business 


CONSULTING SERVICES. Consulting Services, the 


management consulting business of 
IBM, spoke to Indrajit Gupta about 
the challenges of making the 
transition to an on-demand 
business. Excerpts: 


B Why is the concept of a business web 
or a networked business making a 
comeback now? 

| I have three reasons. The first is that 
we are seeing specialised partners or 
business specialists crop up, grow and 
get to the point where you can actually 
do something through a web. Think of 
IBM's own business. We manufacture 
very little of the hardware. Selectron 
does a lot of manufacturing for us. 
About 10 years ago, Selectron wasnt the 
company it is today. We did not have the 
business partner to turn to. If we go in- 
dustry after industry, whether it is con- 
tract manufacturing or product devel- 
opment, and certainly a lot of back 
office functions, there are a lot of part- 
ners that companies can turn to, which 
were not there a few years ago. 

Secondly, technology is starting to 
go that way in web services to a more 
service-oriented architecture approach. 
It may not still allow you to seamlessly 
connect all the legacy architecture, but 
there is a clear path where the technol- 
ogy will help you snap in these different 
pieces more easily, than if you have it 
build interfaces, legacy-to-legacy, in the 
partnerships that you form. 

Thethird is that in certain industries, 
the industry leader takes the lead in pur- 
suing the networked business ecosys- 
tem approach. The example that I have 
been using quite a bit is Procter & Gam- 
ble in the consumer products goods in- 
dustry. Here's a company, which is say- 
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ing that we are going to be about brand 
‘management or new product develop- 
. ment on the engineering side. But any- 
thing that is not brand management or 








date for partnering, outsourcing or 
shared service. And of course, all their 


nering. IBM has won the HR piece and 
- others had bagged other pieces. But 
even in the manufacture of soaps and 
detergents, they have now turned to 
third-party manufacturers. Anyone 
J who has followed P&G through history 
will know that they would not turn to 









| sts. Now they say someone else is 
| dev ping these, someone else is man- 
ring to our formulations and we 
'some quality control on it. And 
stock is rising nicely as compared 
toits competition in the industry. 






E How does the concept of on-demand 
business connect with the CEO's 
agenda? 

Bl We did a large CEO study recently 


The two big themes that emerged were | 


about revenue growth and being 


responsive. There was a business model 
aspect to it. CEOs voiced concern with. 


the cost structure they had. There was 
concern as to what happens if, in two 
years, we needed a different set of capa- 


bilities. How would we be responsive to. 


that? How do we re-create business 




















new product development is a candi- 


processes that help us to better connect 
to othe emng needs and behaviour of 
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back office functions have been candi- | 
dates and they are moving through part- 
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Ise to manufacture. their 


the customer? CEOs had growth on top | 


of their priority list. But they saw a capa- 
bility gap on responsiveness. 


Wehr encierra reet metuant os SAAE, MASA SER tj veria PREM El SAE vbt Dena galt a SD AAR NERA 


_ capabilities to make a partnership — 


We have tended to usethephrase'on | 
demand’ very broadly. At the highest | 


level, it can be used in two different are- 


nas. The first is the IT arena: the way | | 
can get my IT infrastructure on 


demand, either as a utility or a more effi- 


cient utilisation of IT. The other is the 
business model. Now, if you focus on 


differentiating, you would tend to out- 
source some parts, which helps to 'vari- 
abalise' your cost structure and create a 
more flexible business model. 


E There has been endless debate about 
what is core and what is not. So what is 
the good starting point for a company? 
W We tend to use the language, differen- 
tiated versus non-differentiated. Be- 


| people, which gets in the midd 
, managing their relationship. T 
| certain governance approach 
| think that is an interesting one. - 
. cause, anytime we got into a conversa- | 


tion about core versus non-core, we | 


realised that no one wants to be non- 
core, even the mailroom. 
What would be the aspects that 


ated in a particular set of activities? One 
is customer input. We have gone out, 
and in some cases the clients would, 
themselves, gather customer input and 
say how valuable these different aspects 


| tion where the deal is signed, and rn 
| comes IBM's or any partner's economic i 


emerging on that score? 
| Bi There area number of lessons 
| thatinthisbusiness of partners 









E Companies often struggle to either i 
find the right kind of partners or th Po 













work. What are the early lessons that 















will be inevitable bumps on thet 
One of my clients, the CIO for 
financial services company in Frar 
had outsourced a fair bit of stuff: 
His comment was interesting: he 
we are in it for the long haul, and t 
there will be aspects that IBM wi 

frustrated with us and we wi 
frustrated with IBM. He has crea 
team that is made up of IBM 















































The second one is around tf 
nomics of the contract. Imagin x; 













_ interest to live up to the letter of the sere - 
would indicate that you are differenti- - 


vice agreements. But all the profitis go- 
ing to be derived by shrinking the cost... _ 


| Youhavean inherent potential problem . 
| in terms ofa relationship. The morel 
| Squeeze the cost, the more profitable - 


us or not. In some cases, there would be | 


research we would conduct. | 
The second analysis that should be 
done is the economics around each of 


these activities. So, if you think about 


these businesses as components, you 
ought to look at how much costs and as- 
sets they are chewing up. The best thing 


we can do is find how much revenue im- | 


pact each of these components has. 
That helps to shed some light on the 
cost factor and the economic impact. 
The third one we found by helping 
clients take a different perspective. Of- 


| the contract is. Presumably, there is _ 
are in a customer's mind to differentiate | a 


| Sprint would bea good exan 









some downside for the customer i 
terms of dated services or expe 





that contract has pretty 
around customer satisfactio: 

A utility client of ours: in » Am 
took an innovative approach. Thes 
that rather than having an inherent! Un 
confrontational relationship, as you - 
lower cost, let's jointly look at areas 


_ where we can lower cost and we will put. ~ 


| aportion of those savings into an inno- c- 
| vation pool. Part of those savings will A 
_ then go into helping IBM innovate new ` 
| ideas and new ways of technology. The 


ten times, they get so bundled up in | 
whatever their existing organisation | 
structure is. We help them by engaging - 


them in an exercise when they start | 
thinking about their enterprise, in a | 


fresh kind of way. 
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trick is not to allow it to be ^we win, you 7 
lose” but a genuine win-win. | 





For fuil text of the i interview — ; 










“Reality Pays p 


Finally, documentaries mean business 





VANITA KOHLI-KHANDEKAR 


AKESH Sharma is in docu- 
mentary heaven. He has 
been travelling non-stop 
attending film festivals, 
screenings and lecture series 
to sell his documentary, The 
Final Solution. Sharma spent a year and 
Rs 9.5 lakh of his own money making the 
gut-wrenching film on the Gujarat riots 
and their aftermath. As of last month, he 
reports that: “I have managed to cover 
my costs and pay my own fees.” 

What? Aren't documentaries dull 
films about sad realities that can never 
make money? 

Welcome to the new reality of, well, 
reality. Documentaries are starting to 
show signs of becoming a viable busi- 
ness. Even as technology pushes down 
the cost of making a documentary, it is 
giving filmmakers avenues to showcase 
and sell their product. The Internet 
makes it possible to contact buyers 
like universities or find TV stations look- 
ing for 'Asian content. So, people like 
Sharma or filmmaker Anand Patward- 
han, or firms like Miditech that make 
documentaries along with other pro- 
gramming, now find a growing market 
among TV channels, home video sales 
and lecture-screenings. Midiiech's, The 
Lions of Gir, for example, was distrib- 
uted by Granada International and has 
been screened in 26 countries on many 
TV stations, including Discovery India. 

The revival of interest in documen- 
taries is mostly led by television, at least 
within India. Channels like BBC World, 
Discovery and National Geographic are 
increasingly commissioning work out 
of India for the international market, 
and at times for the Indian market too. 
Roughly 25 hours of BBC's India pro- 
grammingis devoted to documentaries. 
Shows like Hardtalk India, Great Indian 





Cricketers and Business Bizarre are now 
commissioned out of India. National 
Geographic has steadily increased the 
hours of programming out of India from 
almost nothing to about 9-12 hours a 
year over the last three years. "I wont be 
surprised if that goes to 20 hours," says 
Dilshad Master, senior vice-president 
(content and communication), Na- 
tional Geographic. "The documentary- 
making industry in India has not yet 
been established fully, but I suspect this 
will grow enormously as the multi- 
channel television market matures," 
thinks Narendhra Morar, commission- 
ing editor, BBC World. Niret Alva, presi- 
dent, Miditech, is equally positive: 
"There is a market for world-class stuff 
out of India." As they eschew the usual 
surreal or vague themes, plug into real- 
ity and make films that people want to 
watch, Indian documentary makers are 
finding that they can use non-fiction to 
talk to their limited audience, profitably. 

That's happening in mature markets 
too. The US is actually seeing a resur- 
gence of interest in documentaries at 
the box-office, thanks to a new breed of 
filmmakers who are using contempo- 
rary themes to draw audiences. So The 
Corporation (about companies and 
their psychotic tendencies), Outfoxed 
(about the biases within Rupert Mur- 
doch'5 Fox News) and others now get re- 
viewed in mainline newspapers and 
magazines. Others like Michael Moores 


Fahrenheit 9/11 actually moved out of 


the arthouse theatre circuit into com- 
mercial theatres and ended up grossing 


The Final Solution 
Rakesh Sharma spent lakhs of his 
own money to produce this 


controversial film on the Gujarat 
riots. He has managed to break 
even and make some money on it 
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Leopards of 
Bollywood 


This film enjoyed 
a successful TV 
release this year 


which meant heavy 
cameras, editing eq- 
uipment and lots of as- 
sistants. Now, Sharma 


a breathtaking $118 million at the US | Says: "DV Cams have made filming dead 


box office. Within India, too, the new 
200-400 seater multiplexes make the 


commercial release of a documentary | 


possible. The Making of Lagaan, a be- 
hind-the-scenes look at how the 2001 
Oscar-nominated film was made, actu- 
ally got a commercial release mid-2004. 
While we are far from having a prof- 
itable box office for documentaries, 
other new revenues streams make them 
far more viable than they were earlier. 
The Final Solution is a good example 
of how this happens. Sharma has al- 
ready sold telecast rights to BBC, a Dan- 
ish TV station, others in the US and the 
EU, and is negotiating with a Japanese 
station. Plus he makes some money on 
the lecture circuit. Essentially, these are 
lectures-cum-screenings at universities 
across the world. For instance, Sharma 


spent 21 days this summer touring 20 | 


cities in the US. Each of these lectures 
pay anywhere between $250-700. That 
is a decent amount of (if somewhat 
hard-earned) money. 

Then there is the money from DVD 
or VCD sales of The Final Solution at 
these lectures, or at film festivals. 
Sharma reckons he has sold about 100- 
150 copies of the film at anywhere be- 
tween $25-100. There are about 700 uni- 
versities and colleges in the US, 400 of 
which study South Asian history or me- 
dia. These are all potential buyers. 

What happened? How did dull doc- 
umentaries become money-spinners? 

Simply put: technology. It has 
helped pushed down the cost of making 
a documentary and increased the av- 
enues for filmmakers to showcase and 
sell them. Over four years back, docu- 
mentaries were shot on 16 mm film, 











cheap." The best Sony PD 150 can be 


. bought for about Rs 1.5 lakh. PCs and 


high-end software enable a filmmaker 
to do his own editing, sound mixing, 
colour corrections, etc. To understand 
the difference, consider this — if 
Sharma had shot The Final Solution 
with a regular 16 mm beta cam three 
years ago, it would have cost him Rs 20 
lakh-25 lakh instead of the 9.5 lakh it ac- 


| tually took. This is true across genres. 


Miditech CEO Nikhil Alva reckons that 


_ in 2000, a good natural history docu- 


mentary, one of the most expensive 
genres to make, would have cost 
$400,000. This has now gone down by 
30-40 per cent. 

That makes independent documen- 
tary filmmaking more real and viable. 
"Documentaries got a bad name be- 
cause makers looked for patronage 
from Doordarshan, so whether anyone 
saw them or not was irrelevant," says 
Nikhil Alva. According to one estimate, 
India makes about 500 documentary 
films a year. However, it is a rather pa- 
thetic market. Most are commissioned 
by the government, NGOs, or by bodies 
like the Public Service Broadcasting 
Trust (PSBT). So there could be films on 
windmills, corporates or even female 
foeticide. PSBT, which is funded by the 
Ford Foundation, UNESCO and Prasar 
Bharati, for example, funds 52 films a 
year with an average budget of about 


Rs 4 lakh each. Almost all of them are | 


seen only on Doordarshan. While many 
of its films make it on the festival circuit, 
managing trustee Rajiv Mehrotra 
admits that they hardly make a profit. 
Even if you argue that documentaries 
are supposed to make social statements 
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and not money, the fact is that docu- 
mentaries are dependent on grants, 
funds and patronage, making creative 
independence impossible. Most film- 
makers make unheard-of films for indif- 
ferent buyers seen by indifferent audi- 
ences. Most non-fiction software 
producers subsidise their documen- 
taries by making corporate films, says 
Kadhambari Chintamani, CEO, INTV. 
With falling costs, all of this changes. 

Now apply the same logic to rev- 
enues. The Internet has made showcas- 
ing films, finding festivals and buyers 
like TV stations or universities easier. 
This is more true for foreign markets 
which have the ecology needed for doc- 
umentaries — arthouse theatres, exper- 
imental film festivals and scores of non- 
fiction channels. 

Within India, it is largely satellite TV 
that is driving the growth of documen- 
taries. Earlier, it was very rare for a Na- 
tional Geographic or a Discovery to 
commission documentaries out of In- 
dia, either for the Indian market or the 
overseas one, They are doing more of it 
because documentary programming 
does well on the television rating charts 
and gets increasing amounts of adver- 
tising. The Discover India series on Dis- 
covery, with films on the National De- 
fence Academy (NDA) or the Kumbh 
Mela, saw ratings of 0.20-0.25 — very 
good by documentary standards. The 
Leopards of Bollywood, Miditech's docu- 
mentary on the leopards in the Borivili 
National Park in Mumbai, hit 1.06 on the 
national television rating charts when it 
was aired on National Geographic in 
July this year. That made it the highest- 
rated English language show on TV that 
evening. The result: ad spends on chan- 
nels like Discovery, The History Channel 
or National Geographic have been ris- 
ing steadily, according to Television Au- 
dience Measurement ( TAM) data. From 
under one per cent in 1998, it is now are- 
spectable 5-7 per cent. 

The revival of documentaries is forc- 
ing experimentation and greater rigour. 
As Pankaj Saxena, vice-president (prog- 
ramming), Discovery Communications 
puts it: "On TV you have to deal with the 
remote. People can switch to news or 
cricket, so your documentary has to be 
rivetting and compelling." It is a'discov- 
ery' that the Indian documentary in- 
dustry is making, rather happily. w 
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The author is CEO, 
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Nothing 
is ever as 
good as 
it used 
to be. It’s 
time to 

~ putastop 
to ad 
agency 
hand 
wringing, 
and face 
the facts 


y john goodman 








Do you remember 


the ti 


"Its not as good as it used to be." 
“Clients don't trust us anymore." 
“It’s no longer an attractive career." 





OW often have you heard those 
comments and others like 
them, not from disgruntled 
agency employees but from the 
heads of major agencies, both 
here in India and around the world? In January, 
I switched on Storyboard (a television pro- 
gramme) to see the chairman of a top agency 
wringing his hands about his inability to attract 
top talent anymore. Well, enough is enough. It's 
time to put a stop to this insane self-denigra- 
tion and face up to the facts of the marketing 
communications business as a service to 
clients, and as a career for bright young people. 


Fact One 
Nothing is ever as good as it used to be. Barbara 


Streisand starred in a movie about it (The Way | 


We Were). | am sure that in the 1970s David 
Ogilvy and Bill Bernbach sat on Madison Av- 
enue, reminiscing about the great 1960s, and 
how the business was now going to hell in a 
hand basket. It's human nature to believe that 
things were better once. 

However, human nature is an unreliable 
witness. If you examine the facts about the 
growth in size and profitability of the advertis- 
ing business and its ancillary services, you 
would see that we are now far better off than we 
used to be. Decent financial management and 
public listing have made most agencies reason- 
ably profitable, and those profits have cas- 
caded down further, via option schemes, STIP 
shares, etc., than they ever used to. The 1970s 
saw a few fat cats profit obscenely from the 
agency business, but very little of that wealth 
was shared the way it is now. 


Fact Two 


The move to fees will reinvigorate client belief 
in our abilities and skills, provided we deserve 


me when... 


it. The 15 per cent commission system, though 
loved for its quaint avoidance of ugly discus- 
sions about money, was innately flawed as it 
drove dependence on media expenditure. The 
transparency of the fee system allows clients to 
pay for the kind of services they want. 

All over the world, we find our staff working 
inside client companies on internal communi- 
cation programmes, CRM initiatives, brand re- 
structuring — complex and well-paid tasks. If 
we have the brains and the ability to deliver, 
trust will always be there. 


Fact Three 


An agency career is still, as Jerry Della Femina 
said in the 1960s: "The most fun you can have 
with your clothes on." An agency career offers 
you two great benefits. You get to work with tal- 
ented creative people who think in ways com- 
pletely like other business people — a dynamic 
mixture of logic and magic. Also, you get a li- 
cence to understand widely different services 
and industries. Just this year, I have spent time 
inside a motorcycle manufacturer, a leading 
business school, an electronic goods company 
and a bank, to pick just four. What else provides 
such variety and rich experience? 

Even the money bit isn't true. Entry salaries 
are less, but the opportunity to climb up the 
organisation quickly and achieve rapid success 
are far more likely than in large, bureaucratic 
organisations where age and seniority often 
mean more than wit and innovation. 

So smile! As long as agencies offer dynamic 
advice coupled with the ability to deliver great 
results, the future looks good. As Aldo Papone 
of American Express once said: "The wonderful 
thing about a good design company or a good 
agency is that the analysis can be just as thor- 
ough as that ofa management consultancy, but 
they also leave you with actual things: actual, 
practical recommendations — words, pictures, 
designs, programmes — that you can actually 
do something with. And I often wonder why 
you don't make more ofthat." "n 
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alk finance and management, think Ahmedabad and 

Mumbai—right? Not any more. 

Chennai is catching up very fast, too. A classic case 
is the Institute of Financial Management and Research 
(IFMR), tucked away amidst lush greenery in the heart of 
the city. IFMR has well qualified full-time and adjunct fac- 
ulty drawn from the best B Schools and universities in 
India and USA. From being what was once a very re- 
spectable but low profile institution, it has morphed into a 
contemporary B School with a difference. 
Within four years of its launching a Post 
Graduate Diploma in Management (PGDM) 
course the Institute has acquired a reputa- 
tion for moulding young managers who are 
ready to hit the ground running. 

ICICI ( now ICICI Bank in its post- merger 
avatar) and leading corporate houses 
teamed up to start IFMR in 1970. Its first 
Post Graduate Diploma in Business Man- 
agement (part-time), recognized by the 
AICTE and equivalent to an MBA, has now 
been running for 25 years. 

IFMR is a completely autonomous Insti- 
tute which began by taking up training, 
consultancy and research work for private 
and public sector units, government de- 
partments, financial institutions, autonomous bodies, etc. 
This non-profit institution is recognized by the Depart- 
ment of Scientific Research and Industrial Research, Min- 
istry of Science & Technology as a social science research 
organization and is an institution of national importance 
approved by the Ministry of Finance. 

To cater to the fast-changing scenario in the financial sec- 
tor both in India and abroad, the Center for Advanced 
Financial studies (CAFS) at IFMR introduced a one year 
PG Diploma in Advanced Finance in June 2004. This course 
provides a comprehensive introduction to the theory and 
practice of modern finance. The graduates of the pro- 
gram would be ready to become immediately productive 
in treasury, risk management and portfolio management 
positions. A basic goal of the program is to provide 
training in practical financial modeling as well as insights 
into the use of models in real life situations. 

Says R Kannan, Director , IFMR: “ The CAFS Program has 
been designed to prepare professionals for challenging 


R Kannan 
Director, IFMR 


A. Fo £ 


assignments in the financial service industry and lays a 
lot of stress on innovation. The main target groups for 
this course are bright engineering students who have a 
flair for financial management. We do not want to be a 
commodity institution and would like to add 100% value to 
our students.” Another highlight of the programme, ac- 
cording to R.- Kannan, is the ICICI Bank's commitment to 
absorb 10 of the graduating students of each batch. 

“We have recently upgraded our infrastructure, the class- 
rooms are air conditioned and equipped 
with audio and video gadgets, each desk 
has a computer with internet connection 
and analytical software and is connected 
to the Bloomberg terminal. Students have 
access to the latest international financial 
news and analysis through this terminal,” 
says Kannan. He adds,” Based on the lat- 
est trends, the students learn to apply the 
latest concepts in real life situations, and 
are encouraged to take up consultancy as 
well. We are trying to make the class- 
room an active learning place. In fact, even 
the hostel rooms are provided with a com- 
puter and are networked. Hence we op- 
erate in keeping with the teacher- student 
rapport of the gurukul system, on one 
hand, and the advanced , international teaching methods, 
on the other.” 

Kannan says that the ultimate objective is to transform 
IFMR into a National Institute of Higher Learning. He 
affirms that given the quality of faculty, infrastructure and 
the strong back up of ICICI Bank this will happen soon. 
"| would like to mention that our library has been recog- 
nized as a Depository Library for international bodies like 
the World Bank, UN University and the WTO Secretariat. 
The PGDM curriculum on offer has been designed by us- 
ing today's changing business practice requirements 
namely: IT integration [Information Technology], Integ- 
rity, individualization. We are very choosy in admitting 
students to our courses, hence we are able to maintain a 
student-mentor relationship of the highest order to en- 
able students to express their ideas freely," says Kannan. 
Through these efforts, IFMR has achieved excellence in 
banking management and training of top management 
officials, point out industry watchers. 








The author is director, 
Jeetay Investments, an 
investment advisory 
firm. He can be contacted 
at chetan@capitalideas 
online.com. 
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renowned cosmologist, was also an 
'activist. Ann Druyan wrote inci- 





sively about scientific activism 
while writing on Sagan: "What | 
should we expect from the scientist who grasps 
a danger brought about by science? Should : 
he/she hide silently and safely behind the pro- 


tective wall? Most of the rest of us are scientifi- 


cally illiterate. We are conned. All governments | 
lie, and few of them ever demonstrated a con- | 
cern for the future beyond the next election. If | 


the scientists must refrain from activism or 





even public education, how can we hope to | 


successfully avert these dangers?" 

The parallels between scientific activism 
and shareholder activism are many. Corpora- 
tions, like governments, often lie. Many long- 
term minority investors — scientists, for in- 
stance — do not have a sense of their own 
responsibility, and choose not to have the time 
or the energy to play an active role in corporate 


investing heaven 


HE late Carl Sagan, besides being a | 


What are the primary reasons behind poor 
corporate governance and apathetic share- 
holder response? Charlie Munger, Warren 
Buffett's partner in Berkshire Hathaway, illus- 
trated the importance of psychological princi- 
ples when it came to stealing, and felt that the 
same principle could be used to answer the 
above question: "A very significant fraction 
of the people in the world will steal if (a) it's 
very easy to do, and (b) there's practically no 
chance of being caught. And once they start 
stealing, the consistency principle will soon 
combine with operant conditioning to make 
stealing habitual. 

"It's very, very important to create human 
systems that are hard to cheat. Otherwise, you 


| are ruining your civilisation, because these big 


incentives will create incentive-caused bias, 


. and people will rationalise that bad behaviour 


governance. Investors must become ‘citizens | 


of the corporation, and not refrain from acti- 
vism when needed. 


One specious argument made is that inve- | 


stors in publicly quoted companies can always 
vote with their feet, and sell when their con- 
cerns do not find a receptive corporate ear. But 
what is individually rational is collectively irra- 
tional. This behaviour is appropriate for in- 
vestors who view themselves as short-term 
riders, not as owners. 


Richard Feynman, one of the twentieth cen- | 


tury's most brilliant physicists, recounted an 
anecdote in his book The Meaning Of It All: 
"Once in Hawaii, I was taken to see a Buddhist 
temple. In the temple, a man said: ‘I'm going to 
tell you something that you will never forget.' 
And then he said, "To every man is given the key 
to the gates of heaven. The same keys open the 
gates of hell." The power of ownership given to 
every shareholder, if used judiciously, can lead 
to investing heaven. And when not used at all, 
it can lead to investing hell. 


is OK... Then, if somebody else does it, now 
you ve got at least two psychological principles: 
incentive-caused bias plus social proof. Not 
only that, but you get Serpico effects: If enough 
people are profiting in a general social climate 
of doing wrong, then they'll turn on you and 
become dangerous enemies if you try and blow 
the whistle." 

Corporations in India often behave in ways 
they would not in many other parts of the 
world. 3M India, whose parent is well regarded 
for its corporate governance in the US, 
promised to answer what it would do with its 
growing cash pile (due to the strong, free cash 
flows it was generating) and its aversion to 
declaring any dividends since inception. But, it 
did not do so despite repeated calls and emails 
to its headquarters in Bangalore. 

Icould cite many such examples, for there is 
no dearth of 'social proof' in India. For, as 
Robert Monks and Nell Minow wrote in their 
book, Power and Accountability: "Corporations 
determine far more than any other institution 
the air we breathe, the quality of water we 


_ drink, even where we live. Yet they are not 


accountable to anyone." E. 
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ALL it the payment card of 
the people. Debit cards have 
already won the West. Having 
grown at an amazing speed, 
they now stand neck and 
neck with credit cards in te- 
rms of total spends in the US. Now, they 
are all set to conquer the East — and 
India, as they say, is the New Frontier. 
There have been significant devel- 





| 





opments since the debit card debuted | 
in India in 1998. It has surpassed the | 


growth of its older, less flexible sibling — 
the credit card. In fact, the latter has 
grown at just half the pace of debit, des- 
pite the fact that credit cards entered the 
market much earlier. In late 2002, debit 
overtook credit in total cards issued. 
How? Solely on the strength of avail- 
ability. To get a credit card, one needs to 
have a certain income level and meet 
other application requirements. Most 
Indians are unable to clear these hur- 
dies. However, everyone with a bank 
account can conceivably be issued a 
debit card. And with hundreds of mil- 


lions of bank accounts in the country, 
there is much opportunity. 

However, most Indians — even 
those having a debit card — are still 
unaware of all of its facets (See ‘Debit vs 


Credit’). Even though debit issuance | 


growth is scorching credit cards, yearly 
spends on debit are still quite low (See 
‘The State Of Payments’). So card- 
issuing banks and payment services 
Visa and Mastercard are straining 
to spread the new gospel of electronic 
payment from hotels and hotspots to 
neighbourhood kiranas. 

Debit cards essentially have two 
functions. First, they serve as ATM 
cards. Many banks issue a debit card 
with an account, while others issue 
them through a simple application 
form. So, debit cards are usually used for 
only half their purpose: ATM with- 
drawals. Its other purpose — to enable 
customers to withdraw, electronically, a 
specific amount of money directly from 
their bank account for a specific pur- 
chase from a merchant — isn't used 
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nearly as much. So even though 18 mil- 
lion-20 million debit cards are now issu- 
ed, they are still seen as glorified ATM 
cards. “Customers who are comfortable 
with the ATMs stop visiting branches for 
routine transactions,” says Ajay Swa- 
roop, general manager (ATM projects), 
State Bank of India (SBI). “However, the 
impact of debit card transactions at 
point-of-sale (POS) on customer behav- 
iour, in terms of branch visits, has been 
less tangible." Currently, India is esti- 
mated to have over 93,000 POS termi- 
nals, a decidedly small number for such 
a big country. 

Banks, like with credit cards, use 


| payment services like Visa and Master- 
pa 


card to process transactions for the 
cards they issue. But where credit cards 
extend a line of credit to a consumer 
and make money by charging annual 
fees and interest, debit cards are linked 
to customers' accounts, extend no 
credit, and basically act as cash. Pay- 
ment services get paid by their sub- 
scribers; so what's in it for the banks, 
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which actually issue the cards? 

First of all, customers with debit 
cards keep more money in their ac- 
counts. With each debit card purchase, 
they withdraw the exact amount of cash 
needed for the purchase. For example, a 
customer who wants to buy a pair of 
shoes for Rs 1,500 would withdraw Rs 
2,000 from an ATM, and the remaining 
Rs 500 may sit in his pocket for weeks, 
unspent. More money in accounts 
means more money for banks to invest. 
“Our average balances have been in- 
creasing year on year. Convenience of- 
fered to customers via cards is one of the 
many reasons for this growth.” reports 
Puneet Chaddha, senior vice-president 
and head (cards), HSBC India. 

Second, customers with debit cards 
visit bank branches far less frequently. 
“One of the biggest advantages in the 
case of debit cards is that the customer 
is being moved from a high-cost chan- 
nel, which is the branch, to a low-cost 
channel, which is electronic,” says San- 
tanu Mukherjee, head, Visa India. The 
costs to banks for a cheque transaction 
is Rs 13-17, Rs 30-50 for a physical 
(branch) transaction, and just Rs 2-5 for 
a debit transaction, says V. Vidyanathan, 
senior general manager (retail banking), 
ICICI. Debit cards add to this benefit by 





| even decreasing the number of times a 


consumer visits the ATM. "Nearly 25 per 
cent of [HSBC's] ATM transactions have 
migrated to the point of sale, i.e., to the 
merchants," reports Chaddha. 

Third, banks charge merchants a 


small fee each time a debit purchase is | 


charged to one of their customer's ac- 
counts, though debit commissions are 


usually slightly lower than credit card | 
commissions. So, banks see increased | 


revenues even here. 
Now, what's in it for the merchant? 


They may have to purchase a costly | 


machine, pay for phone bills for the line 
to use it, train their staff to process card 


purchases, etc. All this would be a big | 


headache, except for one thing which 


ICICI's Vidyanathan points out: "The | 


merchants love it. The customer tends 
to pay more when he swipes his card, 
rather than with cash. The customer 
counts his cash." Further, for customers 
with no cash in their pocket, accepting 
a debit card means the merchant will 
get a sale that was otherwise not possi- 
ble. All this entails convenience for 
the consumer. No more being short 
of cash, no more trips to the ATM during 
a traffic jam; it even allows purchases 
over the Internet and phone — just 
as credit cards do. 


The state of payments 


CARDS 
No. of cards issued 
Avg. yearly spend per 
card 
Outlets that accept (nos.) 
Growth rate of issuance 
No. of cards issued in US 


US avg. no. of cards held 
per cardholder 


All figures as of March 2004, except where mentioned *appx. figure, Visa cards only **not all outlets accept 





3596 


1.3 bn*** 


6.5* 


both debit and credit ***including store-sponsored and gas cards ****estimated, Visa and MasterCard branded 
cards only #based on 185 million US citizens with at least one credit card in 2003. The average US card 


holder has 2.7 bank-issued credit cards and 3.8 retail-issued cards. 


Source: Industry 
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But there are two things that dis- 
courage consumers from using debit 
cards to actually make purchases: lack 
of terminals and lack of education. 

Visa has handled this problem in an 
innovative way. India is the first country 
in Asia where Visa has aided the devel- 
opment of indigenously-made POS ter- 
minals with Linkwell Systems in Hyder- 
abad. These terminals cost nearly 50 per 
cent less than the imported ones, and 
have boosted debit card use (See Termi- 
nally Optimistic’). Banks have also gone 
on consumer education blitzes, and of- 
fer lavish prizes like Mercedes Benzes to 
encourage use. 

There is one other issue besides un- 
availability and unfamiliarity that 
haunts consumer use: security. Some 
customers are uncomfortable with a 
card that is directly linked to their ac- 
count, and fear for its misuse. Visa's 
Mukherjee insists these fears are un- 
founded, and maintains that debit cards 
are safer than cash. Holograms, PIN 
numbers and photo identification are 
just some of the security features that 
cards offer. Vidyanathan explains: 
"Debit cards cant be used in zip-zap 
machines [Zip-zap machines are the 
manual POS machines used to imprint 
a credit card and make a transaction re- 
ceipt.], only in electronic devices... Every 
transaction has to be electronically au- 
thorised. The maximum spending is 
only Rs 25,000 a day too. Also, the mo- 
ment the card is reported as lost, the 
customer is not liable for what is on his 
card." It's a continuous process, Muk- 
herjee asserts. "Like any product, there 

are risks and awards." 

Internationally, security issues 
have not fazed consumers too much. 
Debit usage is staggering. Visa World- 

wide predicts that debit cards will grow 
to 91 billion transactions in 2010 — it's 
their fastest growing segment which 
leaves credit cards and other automated 
payments in the dust. 

Debit cards maintain worldwide 
growth rates of over 100 per cent. In the 
US, the average spend per card was . 
$1,400 annually. In Asia, the Malaysian 
government liked debit cards so much, 
they introduced a law in 2003 that re- 
quired all banks to give their customers 
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Terminally Optimistic 
ISA India had a problem. Hardly anyone, 
except high-end establishments, kept high- 
cost, point-of-sale (POS) terminals for 
debit card transactions. Even if they 
were present, no one knew how to 
use them. And then they 
remembered India's 
entrepreneurial theme — if you can't 
afford an import, make it cheaper at 
home, and make it specially for India. 

They hooked up with Linkwell Systems in Hyderabad, and guided them to pro- 
duce the first indigenous POS terminal in India. It's also the first and only market in 
Asia where Visa has adopted this strategy. Over 5,000 of them are expected to be de- 
ployed this year. The terminals cost about 50 per cent less than the imported ones — 
Rs 8,000. And they have succeeded not only on the cost front, but also on the technol- 
ogy front. The terminals are automatically enabled for both fixed lines and wireless 
CDMA networks — a rare thing. Says Vishwanath Ekbote of Linkwell: “The merchant 
should have the choice of the operator, based on his local availability. Since the trans- 
action is basically a short burst of data lasting no more than 15 seconds, the COMA 
operators can offer attractive airtime charges for data, as compared to fixed line 
charges." The hardware is also simpler, and made to handle power outages and 
dodgy telephone connections. 

Visa doesn't actually go about acquiring merchants — that's left to the banks — as 
it's the banks that actually tie up the terminals and charge for transactions. Linkwell 
reported that they have deployed 800 terminals in the field, which is short of Visa's 
goal. Then again, the year isn't over. 





Education Initiatives 


MasterCard has been doing its own part, running large education initiatives. It offered 
many prizes for any debit card use, regardless of total spends. MasterCard reported 
that transactions on Maestro debit cards in the months of the promotion period in 
2003 grew by 200 per cent or more, compared to the corresponding months in 2002. 
Even Visa has been running large education and promotion programmes in Tier Il 
cities such as Mangalore, Jaipur and Pune. In 2003, for a quarter-on-quarter basis, 
Visa reports that it witnessed a growth rate of 60 per cent on merchant sales volume 
after launching these area development programmes. They targeted smaller places, 
like kiranas, with education, signage and incentives, to get the common customer 
and merchant involved with debit growth. Overall, Visa India's card spends increased 
61 per cent to US $569 million in Q1 2004. So it looks as though all that debit needs 
is a bit of a push — in the form of targeted education and promotions— to set it rolling. 


Terminals Promos 


Meanwhile, ICICI has been feeling generous, and has distributed 27,000 POS 
terminals free of charge. HDFC is also aggressively promoting terminals this year. 
Only some of the debit card-issuing banks have their hands in merchant acquiring: 
HDFC Bank, ICICI Bank, Citibank, HSBC and IDBI, along with a few others. 

Banks profit from debit transactions like this. Each time a card is swiped on a 
POS terminal, a request goes to a payment system such as Visa or MasterCard, 
which checks the customer's account details to authorise the transaction. For each 
transaction, the merchant pays the bank a commission, usually between 1.6-3 
per cent. If the acquiring bank (the bank that supports the POS terminal) is 
different than the card-issuing bank, then the acquiring bank also needs to pay 
a small commission. A 
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a ‘Bank Card’ (an enhanced version of 
a debit card that's also linked to govern- 
ment IDs). However, Malaysia — with 
its blanket debit penetration and mas- 
sive credit growth (in part due to the 
government actively fighting credit card 
requirements) — offers a sobering les- 
son. Over the period of a study (1998- 
2003) done by Euromonitor Interna- 
tional, the Malaysian payment card 
industry lost 245.2 million Malaysian 
rupees in fraud. 

So even in the lands that debit has 
conquered, burning issues remain. One 
still-smouldering debit controversy 
involved an epic battle between global 
heavyweights Wal-Mart, Visa and 
MasterCard. A broad consortium of re- 
tailers in the US, spearheaded by Wal- 
Mart, received an over $2-billion settle- 
ment with Visa USA and MasterCard 
International, which has led to a change 
in the payment service providers by- 
laws. Both Visa and MasterCard re- 
quired that any establishment which 
accepts their credit cards must also ac- 
cept their debit cards — all or nothing. 
Wal-Mart and the retailers challenged 
this through an anti-trust law. 

Under the terms of the settlement, a 
merchant will no longer be required to 
accept all cards, and the fees for certain 
transactions have been substantially 
reduced. Wal-Mart took advantage of 
that option, and now allows customers 
to use their debit cards only if they have 
a PIN number-based transaction, whi- 
ch generally carries a lower fee for US 
retailers than a signature-based trans- 
action. In India, the most prevalent kind 
of transactions is signature-based, and 
none of the US rulings applies to Visa or 
MasterCard's policies in India. 

Other problems have cropped up 
with the transaction fees charged to the 
cards from POS terminals in the US. 
Many merchants in the West don't 
adequately inform consumers of the fee 
charged to use their card, which can 
range from zero to nearly fifty cents. 
No customer fees are currently charged 
to consumers who use their debit cards 
at POS terminals in India, though there 
are some fees applicable at ATMs. 
"Its a very competitive market, so 
no one is charging the customer to use 








it,” says Vidyanathan of ICICI. 
The leaders in debit issuance, Mas- 
terCard and Visa, reported that they 
have 8 million and 12.6 million debit 
cards in the Indian market, respectively, 
compared to 6 million and 6.2 million 
credit cards, respectively. Among the 
banks, ICICI and State Bank of India 
(and its member banks) report they 
have issued the most cards — at around 
5.6 million and 7 million respectively. 
SBI subscribes to MasterCard while 
ICICI subscribes to Visa. 

— Despite the controversies, debit has 
certain benefits abroad that are yet to 
come to India. 'Cash back' is one such 
boon, an option at all large supermarket 
and fuel station chains in the US. With 
this, if you use a debit card to make a 
purchase, the supermarket check-out 
person will offer you the option to get 
cash-back — effectively an ATM with- 
drawal — from the establishments cash 
register till. The amount of cash handed 
back to you is simply added to your 
purchase. So if you make a purchase 
and need some pocket money, you can 
avoid making an extra trip to the ATM. 
Even if your purchase is only for, 
say, Rs 500, you could still get cash back 
for Rs 1,500. 

Cash-back helps merchants be- 
cause with high cash volumes, it saves 
staff time (in counting money at the end 
of the day) and puts more digital trans- 
actions in their books, which are easier 
to manage than physical ones. This isnt 
 . happening yet in India — it depends on 
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regulatory approval. But Visas Mukher- 
jee says: “It is on the radar.” 

As usual, the young are leading the 
charge in the debit card business. A total 
of Rs 1,300 crore was spent last year on 
debit, according to Vidyanathan. “Peo- 
ple who are young, that is the less-than- 
38 age group, tend to spend more on 
debit; their activation (rate) is 2.8 times 
higher than others." 

Debit might also help boost its older 
sister, credit. "Debit has sometimes 
been a great enabler for credit. When 
people get used to credit and become a 
responsible debit user, they migrate to 
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credit,” Mukherjee notes. Once people. 


have a debit and a credit card, they tend 
to use them in tandem, keeping the 
credit card for higher prices purchases 
and using the debit card for smaller, 
daily transactions. Also, some banks use 
debit card records to help determine E : 
customer's credit eligibility. a 
Seeing the rise of its swaggering . 
young newcomer, Visa is looking at at 
end game for both credit and debiti 
is anything but a quiet ride into the sui 
set. Says Mukherjee: "If you look at it, 6c 
our primary objective is: how do we. 
replace cash?" [ 
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OST of you will be anxious 
to know what happens 
after you file your tax re- 
turn. All the returns filed 
with the tax department 
are subjected to 'summary 
assessment' under Section 143(1). The 





BACON 


assessing officer only checks the com- | 


putation of income tax and verifies if the 
rebates, etc. have been availed of cor- 
rectly. So there is no assessment in the 
real sense under Section 143(1). 

While doing summary assessment, 
the assessing officer cannot call you or 
demand any document or proof. He 
cannot alter the income you have de- 
clared during a summary assessment. 
Nor can he correct the arithmetical er- 


Intimation U/S 143(1) 





rors or rectify any prima facie mistake in 
the return of income. He has to accept 
the income as declared by the taxpayer. 

5o what can he do? Under Section 
143(1), the assessing officer: 


SEIE 
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fond tax returns 


lil Corrects the computation of income | 


tax and interest if wrongly computed by 
the assessee. 
lil Corrects the rebates U/S 88, 88B and 


88C if wrongly claimed by the assessee. | 


He will disallow rebate U/S 88 if proof of 
investment in PPE etc, is not attached. 
W Corrects the relief under Section 
89(1) if wrongly claimed. 

lil Corrects pre-paid taxes claimed, and 
give credit for taxes for which chal- 
lans/ TDS certificates are attached. 

The assessing officer cannot issue 
an order based on summary assess- 
ment U/S 143(1), but he must send an 
intimation if any changes are made. If 
there is no tax/interest payable or 
refundable, then the acknowledgement 
of filing of return of income is deemed 
as intimation U/S 143(1). 

Time Limit: The tax department cannot 
send you intimation under Section 
143(1) after the end of one year from the 
end of the financial year in which return 
is made. So, if you have filed the return 
on 24 September 2004, then the intima- 


THE assessing officer can demand documents or proof while doing summary | 


assessment, on the following grounds: 


ll Disallowance of TDS claim on the ground that TDS certificate is not furnished, or is | 


not furnished in original, or is defective. 


ll Disallowance of rebate U/S 88 on the ground that the proof of investments, etc, are 
not furnished, such as when proof of PPF/LIC receipts not attached. | 
ll Disallowance of rebate U/S 89(1) on the ground that Form 10E is not furnished. 

No appeal can be filed against the intimation issued U/S 143(1). The only remedy 
before assessees is to file a rectification application to the assessing officer U/S 154. 
This application can be filed up to four years from the end of the financial year in | 


which the intimation U/S 143(1) is passed. It has to be made on plain paper, and | 


there are no filing fees for it. Along with the rectification application, assessees can 
enclose the correct TDS certificate, proofs of investments in PPF/LIC or Form 10E, as 
the case may be. The assessing officer must pass the rectification order within six 
months from the end of the month in which it is filed, and then delete his demand. 
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tion U/S 143(1) can be sent to you only 
up to 31 March 2006. However, the 
cheque of refund can be sent at any 
time, and there is no limitation period 
for issue of cheque of refund. 
Rectification order: If the assessing offi- 
cer finds mistakes in computation of in- 
come during the summary assessment, 
he can correct them by passing a rectifi- 
cation order U/S 154. But he can rectify 
only those mistakes about which no two 
opinions are possible, such as totalling 
errors, standard deduction claimed in 
excess of what is allowed by law and ex- 
penses and deductions claimed which 
are prima facie disallowable. But if there 
is a deduction on which litigation is go- 
ing on or about which two views are 
possible, then such a deduction cannot 
be disallowed under Section 154. If you 
are not satisfied with the rectification 
order passed U/S 154, you can file an 
appeal against it to the CIT Appeals. 


. Cases For Scrutiny 


After the returns are processed un- 
der Section 143(1), 3-5 per cent of the 
cases are selected for detailed scrutiny. 
The tax department, which is now get- 
ting computerised, has access to more 
data than ever before. Till now, they did 
not even have a mechanism to verify the 
TDS certificate that a taxpayer attached 
to his return with details filed by his em- 
ployer. Now, employers have started fil- 
ing TDS data on CDs. 

In the scrutiny assessment under 
Section 143(3), the assessing officer calls 
the assessee and asks him to produce 
various documents and evidences that 
may be required. So, maintain your tax 
return-related documents and evi- 
dence for six years for every assessment 
year. Scrutiny assessment takes place 
under Section 143(3), and shall be dis- 
cussed in the next column. K 








Vinod Gupta is a practising chartered 
accountant and a tax expert. Send your 
queries to pf@bworldmail.com. 
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Long repayment period (5 - 7 years 
starting from 1 year on completion 
of education or 6 months after 
getting a job) 


SUPPORTS YOU. 





Don't let financial constraints tie down 
your child's academic brilliance. SBI's 
Education Loans help your children 
acquire their preferred degree and 


translate their dreams into reality. 


$tate Bank of India 











With you - all the way 
www.statebankofindia.com 


For further information, please contact the nearest SBI Branch or Business Planner (P & I) at: Ahn edabad 
Bangalore (80) 2997386, Bhopal (755) 5288174, Bhubaneswar (674) 2402448, Chandigarh (172) 
Chennai (44) 28215443, Guwahati (361) 2606954, Hyderabad (40) 24756758, Kolkata (33) 22130622, Luc! 


2234027 Mumbai (22) 22027648, New Delhi (11) 23368953, Patna (612) 2209081, Thiruvananthapuran 


D 


IN the Indian investment universe, 
there is a world which exists beyond 
stocks, bonds, and fixed deposits, and 
itis booming. Ever since the govern- 
ment lifted the 30-year ban on 
futures trading in commodities last 
year, the commodities trading mar- 
ket has grown fast. Three national 
commodity exchanges have sprung 
up since then. One of these, the Na- 
tional Commodities and Derivatives 
Exchange (NCDEX) is promoted by 
ICICI Bank, LIC, Nabard and PNB. 
PH. Ravikumar, MD & CEO of 
NCDEX, talks with BW's Rachna 
Monga about how investors can 
participate in this sector. 


How should retail investors go about 
investing in commodities or commodi- 
ties futures? What could the associated 


/\ 


risks vis-à-vis investing in stocks be that | 


they should be aware of? 

^ Asin the case of other financial mar- 
kets, trading in commodities has similar 
inherent risks. ... For someone used to 
trading on other financial markets, 
there are a lot of similarities. Again, as in 
the case of other financial instruments, 
price movements, as a rule, cannot be 
predicted with accuracy. The nuances of 
each segment must be well understood 
by retail investors. We suggest that they 
undergo the awareness programmes 
that the national level exchanges hold, 
or the regulators hold, in this regard. 

Retail investors would need to ap- 
proach a member of NCDEX in order to 
access the commodity futures markets. 
They could theoretically become mem- 
bers themselves in case they are high- 
networth individuals, and intend to un- 
dertake large volume trading. Normally, 
however, at the retail level, initial partic- 
ipation on the commodity exchange 
platforms through a member of repute 
is recommended. Once sufficient expe- 
rience and confidence are garnered, 
direct participation can be considered if 
felt necessary. 

Also, since the commodity markets 
are at a nascent stage 
evolution, it is in the interest of retail in- 
vestors to select exchanges — particu- 
larly national level exchanges — after 
looking at their risk management sys- 
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tems, margining approaches (gross 
margining is a global best practice), set- 
tlement guarantee fund size and liquid- 
| ityin the contracts for ease of entry and 
exist. As the term ‘commodity futures’ 
indicates, a retail investor is taking a po- 
sition on a future price which may or 
may not be favourable at the time the 
contract expires. To that extent, there is a 
risk of price movement, as in the other 
financial futures. As in the case of finan- 
cial derivatives, these prices are dy- 
namic and change by the minute. One 
can take opposite positions in the same 
contract and move out when the going 
is not favourable. 


What is the cost involved here vis-à-vis 
the cost in buying shares/stocks? 

* The cost of investing in commodity 
futures would depend on the exchange 
fees charged on the transactions. But, 
what is important is that the margins 
that you need to put upfront for taking a 
position on the commodity exchanges 
are normally much lower than those on 
stockmarkets, though when prices are 
volatile these could be at the 
same level or even higher. 
Such instances are rather 
infrequent. In fact, they 
[margins] vary between 
5-10 per cent on an aver- 
age for commodities, 
which is lower than the 
20-30 per cent margins 
in equities. So, the kind 
of leverage that you can 
get from this segment is 
much higher, which 
reduces your cost sub- 
stantially. 

Where participation 
is through a member of 
the exchange, the costs 
would essentially be as 
agreed to between the re- 
tail participant and the 
member. Already, competi- 
tive pressures ensure that 
these are not far different 
from those prevalent in 
the stockmarkets. Of course, 
retail participants would 
need, at least, an Internet 
connection. The cost may 
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include the margins and the mark-to- 
market payout outlays. 


Apart from providing a trading plat- 
form, does NCDEX take initiatives to 
spread awareness and knowledge about 
investing in commodities? How can 
prospective investors decide which com- 
modities to invest in? 

— NCDEX has been carrying out elabo- 
rate awareness programmes all over the 
country to educate people about the 
usefulness of commodity exchanges, 
the processes involved for trading, theo- 
retical concepts and the opportunities 
that exist in this space. We have already 
conducted between 75-100 program- 
mes in this financial year, covering 5,000 
participants, and are targeting 200 pro- 

















SANJIT KUNDU 





grammes by the end of the year to cover 
10,000 participants. Retail investors can 
leave messages on our website 
(www.ncdex.com), so that whenever 
there are awareness programmes, we 
can send them intimation. ... While we 
do explain the opportunities and 
processes, we do not think it right to 
guide potential traders on which op- 
tions to exercise on our platform. We 
provide the tools and the products, but 
it is for the investors to decide. 


NCDEX recently recorded the highest- 
ever trading volumes in some commodi- 
ties. Does this rise indicate that com- 
modities trading is finally taking off ? 
Yes, the rising volumes are a vindica- 
tion of the bold step taken by the Gov- 
ernment of India to open up the com- 
modity markets by lifting the ban which 
had been in force for over four decades 
now. We are seeing traditional com- 
modity brokers moving in a big way to 
the NCDEX platform, and also a large 
shift away from the informal/illegal 
markets to our platforms. We have also 
been observing equity brokers taking 





keen interest in commodities, given 
that commodities constitute around 


45 per cent of our GDP and commodity | 


futures have the potential to rise to over 
two to three times the size of our GDP, 
which is Rs 25,00,000 crore today. In 
FY04 volumes were Rs 130,000 crore- 
140,000 crore, and these are set to multi- 
ply three-fold at the minimum. The cha- 
llenge for an exchange like us is to 
provide ease of access at low costs and to 
provide credible and transparent prices. 


Are thereany regulatory hurdles for com- 
modities trading as far as retail investors 
are concerned? 

There are really no regulatory hurdles 
in the way of the retail investor. ... One 
only has to connect with a member who 
has the infrastructure ready to facilitate 
such transactions. As far as operating 
environment is concerned, there are 
certain legal and regulatory issues 
which have been taken up by us with the 
authorities concerned. 


In the area of physical handling of | 


commodities, there are issues like credi- 
ble warehousing infrastructure, robust 
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grading and assaying standards, and 
electronic commodity balances being 
held in bank accounts (akin to demat 
of securities), which we are addressing. 


Mutual funds are the simplest and most 
convenient route to start investing. How 
soon do you think we can have com- 
modities-based mutual funds in India? 

There is a strong conviction among 
mutual funds that there is need to move 
into commodities to diversify portfolios 
and deliver better returns to investors. 
Our internal study shows that a portfo- 
lio divided between equity and gold or 
silver delivers higher risk-adjusted retu- 
rns. ... We are pursuing the authorities to 
allow mutual funds to diversify into 
commodities. 


What is the outlook for commodity 
prices? Which could be the commodities 
with the highest potential for apprecia- 
tion from an investment point of view? 

The good thing about commodity 
prices is that you can conjecture move- 
ments once you have macro data avail- 
able with you on crop output within the 
country as well as in other countries. 
Crop failure of soya in the USA will have 
a positive impact on domestic prices, 
while a good output of palm oil in Mala- 
ysia can have a soothing effect within 
the country. Gold prices are determined 
entirely by global price movements, 
which is a function of the movements in 
exchange rates. Hence, there is reason to 
believe that it is easier to track commod- 
ity prices by following the develop- 
ments taking place within and outside 
the country closely. 


What proportion of assets do you think 
one should invest? 

Just as you could hold savings in 
bank deposits or demat shares, you can 
also hold onto a demat account of com- 
modities like wheat and castor. A 
unique system which NCDEX has 
developed allows such holdings. In fact, 
the day is not far off when one's wealth 
would include these demat balances. Bi 
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OMEONE has wisely said: 
"True investing is about asset 
performance, and true specu- 
lation is about price perfor- 
mance." Most investing oper- 
ations fall somewhere in 
between. But unlike speculative opera- 
tions, they involve thorough analysis, 
and only then do they promise safety of 
principal and an adequate return. 

In my view, investing has to be value 
driven, which means you buy an item 
worth Rs 10 for Rs 4. The methods of de- 
riving value of an investment depends 
on one's valuation technique, and un- 
derstanding of the business. It is impor- 
tant here to be able to distinguish be- 
tween value and price. Value is a 
combination of physical and 
emotional needs, whereas price 
is only what one pays in mone- 
tary terms. While price is well 
defined, value cannot be expre- 
ssed precisely. 

The stockmarket is the only 
place where a company worth 
Rs 1 crore can be sold at Rs 10 
crore, and a company worth Rs 
10 crore can be bought for Rs 1 
crore. You must have an eye for 
the value-price gap. There are 
masters of this discipline too. 
Warren Buffet created the 
world's second-largest fortune 
by investing in stocks. The key 
to his success has been that he 
applies value-investing con- 
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cepts and margin of safety in a disci- 
plined manner. 


Principles Of Value Investing 

Value can be found in stockmarket 
investments by: 

@ Buying the balance sheet cheap 

Bi Buying the profit and loss (P&L) 
account cheap. 

Assets can be bought cheap at the 
time of adversity. Indian Hotels, for in- 
stance, was available for Rs 110 in the 
period after 9/11. The company was val- 
ued at Rs 500 crore, in addition to a debt 
of Rs 700 crore. It has more than 3,500 
hotel rooms across the country, and en- 
joys tremendous brand equity. Its fair 
value was calculated and mentioned in 
the balance sheet at about Rs 3,000 cro- 
re. The only problem was the current 
earnings outlook was very bleak. The 
world was falling apart, more so in the 
minds of analysts. Three years later, the 
earnings outlook looks good and the 
stock is currently quoting at Rs 400. 

Birla Corp was available for Rs 25 ex- 
actly a year ago. A cement capacity of 
5 million tonnes was available for Rs 200 
crore. With the company's Rs 100-crore 
debt, its capacity was priced at about 
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rice versus value 


ARVVA | 


|! $10/tonne. Yet, in the L&T-Grasim deal, 





Time and positive returns 


—— Probabili 
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Source: LMFM analysis 


L&T's cement capacity was valued at 
$80/tonne. In commodities, when the 
business tailwind becomes strong, the 
profitability gap between the best and 
the worst narrows dramatically, and 
pessimism gives way to optimism. On 
the stockmarkets, maximum money is 
made when the company goes from 
very-bad to bad. Therefore, Birla Corp 
was a clear buy a year ago. The stock has 
multiplied five times since then. 

To gauge whether one is buying the 
P&L statement cheap, price-to-earn- 
ings (P/E)-based valuation is often 
used. Though it is easy to understand, 
most mistakes are made while using this 
tool. The trick in valuing earnings or 
sales is in deciding what multiples sho- 
uld be given. If the business is not very 
capital intensive and has a track record 
of sustained high profitability because 
of high entry barriers, P/E could be 10x. 
For genuine growth companies, it could 
be much higher. Growth and quality of 
growth are important before assigning a 
P/E multiple to companies' earnings. 

Retail investors should focus on 
companies with relatively low P/E and 
P/S (price-to-sales ratio). Various stud- 
ies have proved that low P/E 
multiple companies, in general, 
significantly outperform high 
P/E multiple companies (“What 
Has Worked In Investing’, 
www.tweedybrown.com). 

If you invest for more than a 
year, you have a good chance of 
positive returns. Unfortunately, 
holding periods for retail invest- 
ors are coming down to below a 
year. To sum it up, value invest- 
ing calls for purchase of stocks 
with adequate margins of safety 
and sitting for years till it works 
out. This is the simple mantra.BM 


^ 


Raamdeo Agarwal is the joint 
managing director of Motilal 
Oswal Securities. 





RETIREMENT PLAN 


Guaranteed capital protection - net contributions and declared returns are protected 





Flexibility of contributions - pay when you like and as much as y 


Guaranteed acceptance - no medical check-up, no underwriting | Spouse pension benefit 


NG Vysya Life Insurance Co. Pvt. Ltd, Registration No. 114, Regd. & Corporate Office: ING Vysya House, St 


h foor, No 


‘8% gross return on accumulated amount in individual pension account as on 31st March 2004. 
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Reliance tunes into media 


FTER funds dedicated to banking | turnover of Rs 21 crore and the highest 
A market capitalisation, TV Today Net- 
work, NDTV and Balaji Telefilms are the 

only other stocks whose companies ha- 
ve a turnover more than Rs | crore. 


So, Reliance Media and Enter- 


and power sectors, Reliance Mutual 

Fund has now launched the first 
media and entertainment sector fund in 
India. It proposes to tap opportunities 
in print, TV, radio and online 






content providers by in- tainment Fund's portfo- 
vestingintheirequity | v $ lio could be centred on a 
and debt securities. : , Ü few stocks only. Gra- 

But investors Reliance vitation towards in- 
should bear a few r é Mutual Fund » frequently traded 


things in mind. The J stocks could expose 
universe of media and re- 2 F the fund to liquidity is- 
lated stocks is relatively small. <== sues, in times of severe 
Out of 62 stocks belonging to me- redemption pressures. So, 
dia production, broadcasting and re- | assess your portfolio. You may already 
lated sectors, only 25-27 stocks are ac- | be owning media stocks via exposure to 
tively traded. Analysts also say that | other diversified equity funds. If not, 
trading volumes are usually low in me- | don't consider putting more than 5-10 
dia stocks, While Zee Telefilms is clearly | percent of money in this. a 
the largest company with an average RACHNA MONGA 


Kotak Banks 
MF advantage 


K OTAK Bank has introduced a facil- 





No relief from 
service tax 


vices under the service tax net, 
which included services rendered 
by banking entities. It also brought ser- 
vices of life insurance companies and 
sub-brokers under the tax net. 
However, there was confusion about 
Kotak Liquid is a cash fund whichin- | when the service tax would become ap- 
vests in short-term debt instruments | plicable. Many service providers had ac- 
and has posted a return of 4.22 per cent tually begun charging 10.2 per cent ser- 


ity called ‘Mutual Fund Sweep’ for 

its savings accountholders. With 
this, balances above a threshold limit of 
Rs 1.5 lakh in savings account will auto- 
matically be invested in Kotak Liquid 
fund from Kotak Mutual Fund. 


B UDGET 2004 brought a host of ser- 


in the last one year. So while idle cash | vicetax, even before the Finance Bill was 
balance in savings account can now | passed. Earlier this month, a central go- 
earn higher returns than the savings ac- | vernment notification stated that the 
count rate, customers retain the flexibil- | services would become taxable from 11 
ity to withdraw money through chan- | September 2004. 
nels like debit cards. But, if one were to Meanwhile, the risk cover in insur- 
invest in a liquid fund directly, the flexi- | ance premiums hasn't been exempted 
bility to withdraw would be limited. from service tax. Life insurers have the 
If, due to the withdrawals, the sav- | option to either pay 1 per cent of the 
ings account balance falls below Rs 11a- | gross amount of premium charged by 
kh, the shortfall will be swept back from | them,ortolevya 10.2 percent taxon the 
the Liquid fund. The number of units | risk portion of the premium. The bot- 
held will be reduced. But the high ex- | tomline is life insurance could become 
pense ratio of Kotak Liquid makes itan | more taxing, as and when insurers pass 
expensive proposition. B | ontheburden to the insured. m 
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WEALTH MANAGERS IN DEMAND 
IF one were to go by the IBM 
Business Consulting Services 
survey on ‘Indian Wealth Man- 
agement Private Banking', there 
is good news for those seeking 
a career in wealth management 
or financial advisory. 

The survey, which covered 
10 banks, five AMCs and four 
brokerage houses, points out 
that there is a shortage of well- 
trained and skilled wealth man- 
agement advisers. in order to 
service the growing number of 
high-networth individuals who 
are also becoming conscious 
about the kind of wealth man- 
agement services being pro- 
vided, there is a great opportu- 
nity for the financial advisers. 
STEEL GETTING STRONGER 
DURING the first four months of 
the calendar year, sugar saw 
the sharpest rise in wholesale 
prices. But in the past few 
months, it has been steel prices 
— and not oil prices — that shot 
up, followed by fruits and 
vegetables (See graph). 


Piin m a , 
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SMALL CHANGE IS VALID: RBI 
ONE hardly comes across coins 
of 25- and 50-paise denomina- 
tion in circulation these days. 
And often, these coins are re- 
fused, the usual explanation be- 
ing: ‘Banks don't accept it as a 
legal tender anymore.' 

But the next time the small 
change is refused, don't buy any 
argument. The Reserve Bank of 
India has stated, in a circular, 
that 25-paise and 50-paise 
coins continue to be legal ten- 
der, and that they haven't been 
withdrawn. All commercial 
banks have been advised to 
freely accept the coins in ex- 
change for bank notes. E 


] Jo 





h "XXL. + et at s= o E z- 
^ *"L " id * ^ 4 - 
t ^ d E 4 " 1 
Lan E a hd JM. ‘ 
4 E — 
i P4 


Some things change with time, 
Some things do not... 
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Devil in the fine print 


HE next time you get a had been taking advantage of 
call from a phone banker — — —— — ————— ‘Know your customer’ guidelines, 
or tele-marketing exec- ⸗ mem and are collecting customer infor- 
utive, dont com- mation for cross-selling to 
plain. Don't crib their subsidiaries and affili- 
or blame your bank for ates. Based on the report, the 
sharing your personal in- Reserve Bank of India (RBI) — 
formation. Because it's you who through a circular in May 2004 — 














| agree to an ongoing confirmation for use of my name, address, 
e-mail ID and mobile number for marketing / merchandising 
offers between Citibank and other companies 







— —— — * Ca 
| amteri^and ard Garie that fhe uage of [he © ——— ⸗ eur the (arnage Contar 


might have authorised your’ messes + ve mre tens mwem imn oie ci Primary Cantimember & Date advised banks to ensure that cus- 
bank to do so. — om a rsosmech da n tomer confidentiality be main- 

Whenyousignupforacredit Som sere mem uua mamon e tained. It also said that banks could 
card, there isadeclarationand 777 «^ — ^  epollectcustomer information sepa- 


an authorisation note in the rately after taking the customer's 


application form. The devilisinthisfine | tion note in its credit card application | express approval for the specific uses to 
print, and is often overlooked. This usu- | form, states: "I agree to ongoing confir- | which it would be put to use. 


ally has a line whereby you, as a cus- | mation for use of my name, address, The RBI circular wasn't mandatory, 
tomer, authorise the bank to share your | email ID and mobile number for mar- | as it merely advised banks. The banks 
personal information. Take Standard | keting/merchandising offers between | ontheir part have abided by the circular 
Chartered's Manhattan card. The last | Citibank and other companies."So, ina | — by tucking ina line in the authorisa- 
line of the declaration note in its appli- | legitimate way, banks are sharing your | tion form. In doing this, however, they 
cation form says: "I/We agree that Man- | personal information with other com- | arenot taking your permission or giving 
hattan can share all the information | panies with your approval. you an opt-in or opt-out facility. So, cus- 
about my/our accounts/deposits with The Tarapore Committee reporton | tomers must read the fine print before 
its group or vendors whether based in | ‘Procedures and Performances Audit on | signing up for any bank services. J 





India or offshore.” Citibank’s declara- | Public Services’ observed that banks RACHNA MONGA 








UTUAL fund mergers and acqui- 
Mz Investors stranded 
nies, tend to be smooth. But e 

one wasn't for some investors. In cad 
2004, Principal Mutual fund took over a 
relatively dormant player, PNB Mutual N | | | e r e r 
Fund. The merger came into effect on | 
1 May 2004, and all the schemes of PNB 
came under the Principal banner. reposing faith in Principal ME consider- | uation after the acquisition, leading to 

But many investors in PNB Debt | ingits position in the industry... Princi- the steep fall. All actively traded debt in- 
fund (now renamed as Principal PNB | pal MF has remained adamant, not | struments are required to be valued at 
Debt fund) are puzzled. Its NAV, priorto | even giving a satisfactory reply to | market price, while those which aren't 
the acquisition was Rs 19.91 as on 30 | emails.” BW tried to contact Rajat Jain, have to be valued at a fair price. The fair 
April 2004. On re-opening after acquisi- | CIO, Principal ME by email, but there | pricing mechanism gives leeway to a 
tion on 5 May 2004, the NAV had fallen | was no reply from him at the time of | fund manager. To boost performance, 
by almost 4.36 per cent to Rs 19.04. In- | goingto press. some may overvalue the debt holdings. 
vestors who hadn't redeemed before the The fall in NAV can't be attributed to | When a takeover or merger happens, 
merger came into effect had to bearthe | the volatility in bond markets. Otherin- | thechange in valuation norms could be 
loss. Many such investors wrote to us. It | come funds as well as Crisil Composite | detrimental to investors. 
seems, they were not informed about | Bond Fund Index gained marginally in Asan investor, you can't judge if your 
the sharp fall, nor were there any expla- | thesame period. BWhas learnt thatone | fund is fairly valuing its holdings or not. 
nationsin the monthly newsletters.Says | of the debt instruments held by PNB | Butyou could be smart to smell the bad 
one investor: "We chose to stay by | Debt fund was subjected to stricter val- | news, and walkout early. 5 
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GMR Foundation - The Spirit of Sharing 





Two square meals a day e Clean drinking water e A little medical care 
Being able to read & write e A chance to earn a living 


Our Mission 
To build entrepreneurial organizations that make a 
difference to society through creation of value 


Is looking for Chief Executive Officer & Director Education 


GMR Group is one of India's leading infrastructure 
organizations, having an asset base of over Rs.2,500 crores 
with interests in Power, Transportation and Manufacturing. 


GMR Group believes that social infrastructure is as 
important to a nation's development as physical 
infrastructure. It was in this light that GMR Foundation was 
set up as a service-oriented, non-profit organization, 
thirteen years ago by the Group. GMR Foundation's charter 
is to help build India's social infrastructure and to share 
prosperity with the community. 


Currently, the Foundation is actively involved in Education, 
Healthcare, Hygiene and Empowerment of Rural Youth. 
Other activities include providing basic amenities like food 
and water. The Foundation has been active in touching and 
improving the lives of the rural and urban populace in Rajam 
(Srikakulam District), Bangalore, Mangalore, Chennai, 
Hyderabad, Rajahmundry, etc. 


To meet its ambitious goals the GMR Foundation is 
looking for: 


Chief Executive Officer 


The Chief Executive Officer will have to chart out a strategy for 
growth that will sculpt our dreams into reality and one who can 
combine a professional approach with a strong commitment 
to the tasks at hand. He/She should work towards creating a 
sense of trust, goodwill, partnership and sustained 
development in the social systems and communities with 
which we wish to participate. The job will also involve selecting 
and developing the right talent as well as mobilising and 
empowering people to ensure flawless execution. 


Skip House, 25/1, Museum Road, Bangalore 560 025, India 
Tel: 91 80 22070100 Fax: 91 80 22990577 www.gmrgroup.co.in 


A person with a deep interest in social development, an 
excellent track record of leading a large social foundation for a 
minimum of 5 years and who is between 45-50 years of age 
will be preferred. Exposure in working with International 
NGOs, Multilateral agencies or Government aided social 
welfare programmes would be preferred. Relevant 
experience in working with funding agencies would be an 
added advantage. 


Director Education 


The Director Education will oversee efficient and effective 
functioning of Engineering college, Degree college and 
Schools, all of which come under the aegis of 
GMR Foundation. A self-propelled professional with the 
ability to develop, motivate, and supervise academic as well 
as administrative functions will be the ideal person for the 
job. His/Her academic leadership will be reflected through 
the ability to develop progressive and innovative 
pedagogical methods, recruit and retain high calibre faculty, 
set highest standards of academic excellence and develop 
vocational curriculum. 

A Post Graduate in Engineering, not over 45 years of age, who 
has served in the capacity of a Registrar or a similar position in 
a well-known institution for at least 10 years will be preferred. 
The remuneration packages will be attractive. Interested 
candidates may forward their CVs with details of 
accomplishments within 15 days to the address mentioned 
below or e-mail to: srinivasanc@gmrgroup.co.in 
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GMR Group 


Corporate Office: 

















EAL estate is one of the most 
profitable investments today, 
if a property is wisely chosen. 


aware of the sector and the 
achievable yields from retail, 
commercial and residential properties. 
Returns can be expected in the short 
term through regular returns on leasing 
properties, and in the long term through 
capital appreciation of the respective 
properties after a certain period. The 
returns are subject to market dynamics. 
Unlike any other sector, the real estate 
market is inherently illiquid. There may 
not be a buyer when the owner wants to 
sell, and there is no central trading 
platform for real estate. However, in- 
vestment in this sector has been grow- 
ing steadily over the last four to five 
years, and the market is less speculative 
as compared to the past. Today, it at- 





For this, the investor must be | 





EXC. 
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Personal finance 


rates to Suburban Business Districts 


from the original Central Business Dis- 


tricts (CBD) in most Indian metros, This 
shift has led to rising demand for resi- 
dential properties near emerging busi- 
ness districts. Also, look at emerging 
townships with good infrastructure as 
future investment options. 


Legal issues: These range from legal title 


verification to land-use verification. 
These are important, and linked to the 
future re-sale of the invested property, 
which in turn affects the returns on the 
property in the long term. 





Taxes to be paid: Income tax is payable | 


on the rental revenue generated and ca- 
pital gains from the sale of property. Pro- 
perty tax and stamp duty are also pay- 
able by the buyer and occupier, which 
vary across different states, and affect 
returns on one's property investment. 


Other Things To Watch 


@ The entry cost or minimum invest- | 


ment, that needs to be made. 

Bi The liquidity time that the investor 
can sustain. 

BB The affordable gestation period. 

W The legal fees that will be incurred to 


| protect investor's interest. 





tracts investments from corporates and | 


from other individuals — high net 
worth or otherwise. 


If you are investing in residential | 


property, you must seek answers 
to basic factors governing yields, 
such as: 

Where to invest? It is important 
to know the emerging residen- 


Yield In Property 
This is calculated on the basis of the 
capitalised value of net annual rental — 


derived by deducting the sum of the | 


property tax, maintenance and other 
outgoing expenses (if any) to the ac- 
count of the landlord from the annual 


Investment yields per annum(%) 


Returns from real estate investment 


Property type Mumbai Delhi Chennai Bangalore Kolkata 


ing in homes 


example, the gradual shifting of corpo- | 


rent. The yield is applied on the base 
year’s net annual rental. 

The investor should also study tre- 
nds in the sector in the city he invests in. 
For instance, in Mumbai, residential 
property prices have firmed up in the 
last three years. The burgeoning mid- 
dle-class is young, and avails of loans at 
lower interest rates to buy properties for 
self-occupation. Developers are respo- 
nding to a need for greater professional- 
ism in providing better infrastructure. 

Further, paying rent is almost the 
same as paying EMIs for home loans, 
especially with little difference in their 
value. So the investor should choose a 
location wisely to ensure that the resi- 
dence will have demand for rented 
accommodation, being close to work 
areas (CBDs) or having exceptionally 
good surroundings and aesthetic value. 


Indicative Investment Yields 


The determining factors for yield on res- 
idential property include: 
@ The demand for rented residences. 
W Role of the city in terms of the need 
for rented residences. 
B Rise/decline in economic activities. 
Bi Availability of rented residences. 
@ Predominant residential typology 
such as bungalows and apartments. 
Investing in residential property 
offer lesser yields than retail and com- 
mercial properties. But, it is the best op- 
tion for moderate investors and NRIs 
due to the negligible risk, affordable en- 
try cost, least lock-in period for leasing, 
freedom to determine lock-in period for 
selling, and relatively quick and 
easy liquidity. Ld 
Theauthor is MD, Chesterton 
Meghraj Property Consultants. Send 








tial areas. Keep abreast of trends Retail 11-13 1H3 1002 (103 1B your real estate queries 
in metropolitan property mar- Commercial 8-10 — 8-10 1-9 8-10 1-9 to pf&bworldmail.com. 
kets as indicators of trends to fol- ! 

low. Look out for movements of 2 Residential 5-6 6-9 1-8 6-7 6-7 For more on real estate 


prominent corporates to a par- 
ticular business destination, for 


ASHISH SAHI 


Note: Yields provided above are indicative, and may vary depending on 
quality, location, tenancy profile & other factors linked to the property 
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Scheme 





EQUITY: DIVERSIFIED 
HSBC Equity 


Compositi 
lequity:de 





Expense 


Scheme 


DEBT: MEDIUM-TERM 


ratio 





Grindlays SSI Medium-term 
HSBC Income Investment SBI 
Kotak Bond Deposi "o: Punjab National Bank 
Sche Composition Avg. matu- Return Return Return | 
cheme lequity:debt)  rity (yrs) 6-imth L-yt l-yr SIP | Maruti Udyog 
GAIL (India) 
sil Ri BHEL 
FT India MIP 18:64 — 1.57. 13.24 | Hero Honda Motors 
FN MH ^. s | 
Alliance MIP 243 19.80 | MNL 


Returns as on 22 September 2004. Portfolio data (asset size 


as on 31 August 2004. Fund returns (in 96) 


(absolute). Schemes with the largest corpus (and not having a single investor with more than = = 
25% of assets) are ranked in order of 1-year returns. SIP (Systematic Investment Plan): Returns Data based on July-August 2004 data of 


on Rs 1,000 invested on the 10th of every 


 asteady income even after retirement. Simply call Free on 1-600-44-6969 (Mon-Fri, 9am-6 pm) 


Insurance is the subject matter of solicitation. MetLife India I 


Rs crore) l-yr l-yr SIP 3-yr return return 












~ Income after retirement. 
. Tax savings until then. Simple. 


Return Return Return Best 1-yr Worst l-r | TOP 15 SHARES BOUGHT 
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Company 





on Return Return Return Best 1-yr Worst 1-yr 
bt l-yr l-yr SIP 3-yr return return 


Best and worst returns calculated since launch of the scheme 
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, average maturity and composition) Tata Power Co. 
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month in the scheme for the last 12 months. all open-ended funds 
Source: Value Research 
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T takes courage to question the 
obvious. Newton pondered why 
the apple had to fall; Mendeelev 


questioned the apparent disorder | 


of discovered elements and 

grouped them in a table. And the 
newest Indian mass transport had to 
wait until B. Rajaram asked the ques- 
tion: why should the train roll over the 
tracks and not slide under it? 

After years of stumbling and scepti- 
cism, Rajaram's Skybus made its first 
successful public test run in Goa recen- 
tly. Though its inventor and engineers 
were elated, it is still not clear whether 


they will reap a reward for this mass 
transit heresy. 

The Skybus is essentially a fusion of a 
bus and a train. Its carriage looks like a 
bus, but it runs like a train, and instead 
of the compartments running on rails, 
they hang below the rails and slide 10 
metres above the regular road traffic. 


Though hardly rocket science, the idea 


has hit so many roadblocks you would 
think it's something incredibly peculiar. 
Rajaram, MD of Konkan Railway (KR) 
first hit upon the Skybus idea when he 
presented a paper at the University of 
Bologna, Italy in 1989. The concept by 
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itself wasn't new — there are several 
kinds of suspended railway systems in 
the world, but the Skybus was the only 
one to run on regular railway tracks. 
This was an entirely new system based 
on a tried-and-tested railway tech- 
nology. His paper even won him the 
first prize for 'innovative concept. After 
that, enquiries have been pouring in 
from across the world — Damascus, 
Malaysia and Dubai. 

But back home, not too many peo- 
ple believed in the concept. It wasn't 
enough that the Skybus technology 
received a US patent, or that TUV-Inter- 


MASS TRANSIT 


. After so much stumbling, the Skybus has 
made its first test run in Goa. Can it take 
flight and go nationwide? By Supriya Kurane 


traffic, a German certifying agency, had 
certified the technology. President A.P. 
Abdul Kalam, the then scientific advisor, 
had even given it a go-ahead as a work- 
able solution to ease urban congestion. 
Still, bureaucrats, engineers and urban 
planners all had their reservations 
about India’s first indigenous urban 
transport solution. Cities that were ini- 
tially wowed by the idea wanted to see it 
work before they commissioned multi- 
crore projects. This demand was justi- 
fied — the Skybus has never existed any- 
where in the world before, and so no one 
had actually seen it run. 





50, after years of haggling and giving 
presentations to ministers and urban 
planners, Rajaram finally managed to 
get the Ministry of Railways to allow KR 
to use Rs 50 crore from its own funds to 
put up a test track. The Goa state gov- 
ernment provided land; IIT-Mumbai 
anda local company, Kineco, developed 
the prototypes of bogies, and private 
companies like L&T, Tata Steel and ACC 


provided raw materials at a discount. If 


the Skybus managed to run, it would 
stop the sceptics, and could eventually 
draw in an annual royalty of close to Rs 
2,500 crore for KR. 
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SANJIT KUNDI 


It took KR eight months to complete 
a 1.6-km test track in Goa. The test ride 
was scheduled for 3 p.m., but when we 
landed there, four hours before the Sky- 
bus made its maiden run, the place 
looked like any other construction site. 
Ihe impression was disappointing: the 
Skybus is quite an evesore. It's not as vi- 
sually intrusive as an elevated metro 
the skyway (track) is connected to the 
road with pillars, and has only two bo 
gies instead of the Metro's nine — but 
something could definitely be done to 
make the skyway look more appealing. 
However, given that this was only a test 
track, these petty aesthetic observations 
could be overlooked. 

Two green and white coaches with 
‘Skybus’ inscribed on them hung eight 
metres above the ground. Workers oiled 
and greased the rails on which the 
coaches would slide, giving last minute 
touches to the peeling paint, and 
sweeping the makeshift 'skystation. 
Iwo engineers from Va Tech Elin Ebg, 
the Austrian company that is helping 
with technical know-how like motor 
control, speed regulating and braking, 
were busy doing last minute checks. 

At 3 p.m. people started filling into 
the coaches, which had a brick-like sex 
appeal. There were a set of steel coaches 
designed by Bharat Heavy Electricals 
Ltd. (BHEL) but the coaches were only a 
trifle more good-looking than the fibre 
ones we got into. Then came anothei 
disappointment — the doors that shut 
automatically were deliberately left ajar 
because the air conditioners had not 
been installed yet. Persevering through 
it all, Rajaram flagged the Skybus off. 

As it cranked to life, there was loud 
cheering and fireworks. Curious on- 
lookers gathered along the length of the 
route as anxious commuters held on to 
whatever they could find and said a little 
prayer— it was the first time the Skybus 
was going to move. When it did finally 
move, it felt like time stood still fora mo 
ment. Everything around us was quiet, 
and then a sudden roar, a slight jerk and 








vogue 


the coaches started to 
move. The operating 
console near the rear 
window, which is eq- 
uipped with an auto 
drive device (ADD), 
displayed the speed 
we were moving at — 


15, 20... finally touching 40 kilometres | 


an hour — the average speed it plans to 
travel within cities. The Skybus is totally 
automated, and doesn't need drivers or 
guards, though a skyman could manu- 
ally operate the system too. The Aus- 
trian engineers who have been working 
on-site for the past three months vouch 
for its safety. "It's a briliant piece of tech- 
nology and there is absolutely no dan- 
ger of capsizing or colliding. If there is a 
technical snag, then it will just hang on 
the tracks, not fall off. Besides, there al- 


ready exists a 100-year-old Schwebe- | 


bahn Monorail in Germany that is 
based on a similar concept," says Peter 
Weiss, consulting engineer, Va Tech Elin 
Ebg Traction. KR requested the Re- 
search Development and Safety Organi- 
sation (RDSO) to certify the Skybus for 
its safety, while scientists from the 
Bhaba Atomic Research Centre (BARC) 
are already doing safety checks. 


The actual ride feels as comfortable : 


as a marshmallow bed — the coaches 


don't sway with the wind and there are | 


no violent jerks, just a smooth ride. 
However, you won't be sitting. The Sky- 
bus can seat only 15 people in each 
coach, everyone else must stand. The 
logic for this is that the Skybus will be 
used by people to cover short distances 


of 4-5 kms, which will be traversed in | 


7 minutes, so there isn't any reason to 
have an elaborate seating arrangement. 
Instead, the extra room in the coach 
allows 150 people to stand comfortably. 
But even with 100 people in each coach, 
there is hardly any space to breathe. 
Coming from a commuter who uses 
packed sardine-like local trains in 
Mumbai, this is a serious allegation. 
Rajaram counters the comparison by 
saying: "Local trains aren't air condi- 
tioned, so it does get uncomfortable. 
A Skybus will not have people hanging 
from the doors as there are sensors 
at the door." 

At the end of the 1-km stretch, the 
ADD detects a skystation and automati- 
cally slows down. The Skybus has just 
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CAPITAL COST 

M: Underground- Rs 400 
crore per km, Elevated- 

Rs 100 crore per km 

S: Rs 50 crore per km 

TIME TO CONSTRUCT 

M: 5-6 years for every phase 
S: Two years for every 20-30 
km route 

SPEED OF TRAVEL 

M: 30-50 km/hr 

S$: 40-80 km/hr 

FREQUENCY 

M: A metro train every three 
minutes 

S: A skybus every 30 seconds 
CAPACITY 

M: 80,000 people per hour 
per direction 

S: 50,000 people per hour 
per direction 

COST OF FARE 

M: Rs 6 minimum charge 

S: 50 paise per km 


finished its first run. Foran elated bunch 
of KR Engineers, this was the first step 
into the future. The real challenge still 
lies ahead though. Now that they have 
proven that the Skybus technology 
works, they will have to market it to pri- 
vate parties and build a Skybus network 
in cities across the country. For this, KR 
has tied up with Pricewaterhouse Coop- 
ers (PwC) and are now jointly inviting 
private parties to come and bid for a 
route of their choice. So any interested 
party with a minimum networth of 
Rs 150 crore can choose a 10-km Skybus 
route in any city and bid for the project. 
In return they will pay KR 10 per cent of 
construction costs as royalty for using 
the technology. 

Within a week of releasing advertise- 
ments for expression of interest, PwC 
has already made several presentations 
to interested firms and has got a positive 
response from a few construction com- 
panies. "Any company that has some 
business sense will want to try their 
hand at this project. The cost of con- 
struction is 2.5 times lesser than any 


BUSINESSWORLD 14 4 OCTOBER 2004 














other existing urban 
transport solution, it 
takes up to 60 per cent 
less time in imple- 
menting, and takes up 
less urban space. And 
now, it is a proven 
technology too," says a 
transport expert and a Skybus enthusi- 
ast. It takes about Rs 50 crore to con- 
struct a kilometre-long Skybus track, as 
against the Rs150 crore needed to con- 
struct the elevated metro. A back of the 
envelope calculation shows that it is 
possible to recover the capital in five 
to seven years on fare-box collection 
alone. Plus, there is an opportunity for 
additional income from real estate de- 
velopment on top of the sky tracks. 

KR officials claim that the Skybus 
can ferry around 50,000 people in an 
hour, as it is possible to run a Skybus 
every 30 seconds. For cities like Mumbai 
where suburban trains ferry about 
75,000-80,000 people per hour, the 
Skybus should hardly have to worry 
about adequate traffic. According to 
Rajaram, the Skybus will be economi- 
cally viable on longer routes (owing 
to economies of scale) and will also 
work better if a grid network is formed 
rather than one single line. So 10-15 km 
long routes crisscrossing the city will 
get every nook and corner connected, 
and will also be more viable for the 
service provider. 

Getting private parties interested 
shouldn't be much of a problem since 
KR already roped them in to build the 
test track. But will cities be interested? 
Mumbai and Bangalore have already 
given the Skybus a miss, and have opted 
for light rail transit and elevated metro, 
respectively. Then there are other cities 
like Chennai, Pune and Cochin that 
have been waiting for the trial runs to be 
completed before narrowing down on a 
particular urban transport solution. 

KR plans to dedicate the technology 


' to the nation next month and throw the 


test track open for scrutiny. You too will 
be able to ride and check out the Skybus 
in Goa after Railway Minister Lalu 
Prasad Yadav inaugurates the test track 
in October. At a time when the Kolkata 
Metro is in desperate need of an over- 
haul and the Delhi Metro is struggling 
with profitability, the Skybus might 
just be the answer. a 
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I have just finished reading THE 
INNOVATOR'S DILEMMA by 
Clayton M. Christensen. It is about 
how outstanding companies can do 
everything right and still lose their 
market leadership. Focusing on 
‘disruptive technology, Christensen 
shows why most companies miss 
‘the next great wave’. Whether it is 
information technology or retailing, 
a successful company with estab- 
lished products can be pushed aside 
unless managers know when to 
abandon traditional business prac- 
tices. The book presents a set of 
rules for capitalising on the phen- 
omena of innovation. 

I prefer books that deal with new- 
age marketing tools. I have read IN- 
SIDETHETORNADO by Geoffrey A. 
Moore, which is along similar lines. li 


ALERT 
The Big Book Of Business Games 


By John Newstrom & Edward Scannell 
(Tata McGraw-Hill) 


FINALLY, an answer 
to the nagging ques- 
tion: what game 
should | make my 
employees play dur- 
ing the meeting when 
i announce drastic 
pay cuts? If your 
staff is acting bored, hostile, or 
unmotivated (maybe all three), 
this book claims to have the cure 
— games. Who says that down- 
sizing (read: ‘managing change") 
can't be fun? 
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ASHISH AGGARWAL 

OST of us are looking for 
quick-fix solutions when it 
comes to stock investing. 
So where does a 364-page 
book fit in? This book cer- 
tainly is chunky, but it also 
packs in a 10-minute test that you can 
use to decide whether a company war- 
rants your time! And if you want to do 
serious research, this is just the book: af- 
ter reading this you will be able to calcu- 
late the discounted cash flow value of a 
company and use it to figure out if the 
current stock price is attractive. 

Based on the philosophy that "in- 
vesting should be fun, but not a 
game," the book takes you 
through the technique of E 
researching stocks and ex- 
plains the logic behind it. lu 








Can stock 


THE FIVE RULES 
SUCCESSFUL 





competitive advantages or those that 
have economic moats. Concepts such 
as high free cash flow, net profit mar- 
gins, return on assets and return on eq- 
uity — all of which point to strong eco- 
nomic moats — are explained in a 
readable manner. 

The author, who directs a staff of 
over 75 stock analysts at Morningstar, 
makes the intimidating stock invest- 
ment process less daunting as he ex- 
plains how to use such things as quanti- 
tative ratios to find quality stocks. In 
essence, the five rules are about: 

E How to develop a feel for what makes 
acompany profitable. 

li How to find great companies with a 
competitive advantage. 


EOR 


THE FIVE RULES 
FOR SUCCESS- 


Midway through, there are STOCK FUL STOCK 
real-life analyses of two $ INVESTING INVESTING 
companies to determine if A Ho fae Dorem 
they are worth investing — Á— John Wiley & Sons 


in. According to Pat Dor- 
sey, the basic rule is: find 
companies with strong 
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Moore’s law of 


IKE Moore is an oddity. He is a 
socialist who strongly believes 
in the virtues of free trade. This 
is a subtlety that was lost on the 
vociferous protestors who marched in 
Seattle in 1999 to protest against the 
World Trade Organisation (WTO), 
which Moore then headed. One placard 
read: ‘Mike Moore Starves The Poor. 
Actually, Moore probably knows 
more about poverty than all those angry 
protestors against globalisation. He 
was once poor. Moore was born into a 
Struggling farming community in 
New Zealand. At fourteen, he was 
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working in a slaughterhouse. He then 
became a Labour Party politician. In 


| the early 1970s, his party came to 
| power after the pain inflicted on New 





Zealand by the first oil shock. What 
followed was a disaster — high taxes, 
price controls and everything else that 
was in the traditional policy package 


| ofthe democratic Left. 


A lesson was learnt. They spent time 
in the opposition. Then, in 1984, the 
Labour Party was back in power, and 
Moore became a minister. The Kiwi Left 
unleashed radical economic reforms of 
a sort that became fashionable only a 








analysis be fun? 


ll How to make sure a company's man- 
agement team is on its side. 

ll How to recognise red flags that can 
cause blow-ups in a portfolio. 

E How to apply proven valuation prin- 
ciples to improve results. 

Dorsey links up free cash flow — the 
excess cash generated by the company 
that can be withdrawn without harming 
its ongoing business — with return on 
equity to make a profitability matrix. 
Companies with high free cash flow and 
high return on equity are less risky 


companies. But if you buy such stocks at | 
a high price, then they become very | 


risky for you. He, therefore, recom- 
mendis a margin of safety. So if you think 
that a stock is worth a price/earning 
(P/E) ratio of 30, it makes sense to con- 
sider buying it, for example, when it is at 
22, in case things go awry. 


If a stock is currently trading at P/E | 


ratio of 30 and its range over the past 10 
years has been between 15 and 33, you 
are obviously buying in at the high end 
of the historical norms. Dont let the fact 


that you will find it difficult to track the | 





PAT DORSEY is director of stock 
analysis for Morningstar, a global 
investment research firm based in 
Chicago. He is widely quoted in the 
American media, and often appears 
on leading TV channels. 

who should be able to tell you. 

There is a chapter on avoiding 
financial chicanery in which Dorsey 
warns you about the six red flags to 
watch out for. Though some of these is- 
sues can pop up for innocent reasons, 
be sure to investigate these before mak- 


ing any investments. For example, says | 


Dorsey, be wary of firms that take fre- 
quent one-time charge and write- 
downs. This not only makes historical 
comparisons muddier, but is also an 
open invitation to accounting hanky- 
panky. Firms can bury bad decisions in 
asingle restructuring charge. 

When a firm takes a big restructur- 


| ing charge, it is essentially improving fu- 


ture results by pulling future expenses 


need to make severance payments to re- 
dundant employees — all get rolled into 
asingle one-time charge. 

But what use is it finding companies 
that clock high growth and churn out 
huge free cash flows if you cannot fix a 
price to the stock? Three chapters are 
devoted to valuations that explain the 
various ratios and how to apply them ef- 
fectively. Every industry has its own 
unique dynamics and jargon and some, 
like banking, even have financial state- 
ments that look very different. A full half 
of the book is devoted to understanding 
specific industries such as healthcare, 
banks, software, telecom, energy, etc. 

Although the examples are mostly of 
American companies, these still help 
you understand the issues. This book 
has the right mix of theory and practical 
examples that make the issues under- 
standable, even for those who are finan- 


| cially illiterate. With separate chapters 


into the present. In other words, poor | 
decisions that might need to be paid for | 


in the future — such as an unsuccessful 


P/E ratio for thelast 10 years worry you. | product that may need to be termi- | 
You can always ask your stockbroker, | nated, or a bloated division that will 





- globalisation 


decade later. The economy bounced 
back. New Zealand became the poster- 
boy of liberalisation and globalisation. 
It also showed the way forward to the Eu- 


ried these pain-ful learning experiences 
to theWTO. He strongly believes that free 
trade and open markets help the poor, a 


| premise that is central to his book. 
ropean Left, especially Tony Blair | 


But the analysis is often disappoin- 


and New La- ting, hardly an 
bour. (It's a pity A WORLD different dt ilie 
that the Indian WITHOUT WALLS dozens of other 
Left is still trap- Freedom, Development, works in defence 
ped in an ideo- ; FreeTradeandGlobal of globalisation. 
logical time Govetme The writing, too, 
warp, eternally By Mike Moore could have been 
suspicious of Cambridge University more incisive. 
free trade.) Press Yet, this is a 
Moore car- Pages: 292; price: $28 book that should 
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on the jargon of investing, explanations 
of financial statements and company 
analysis, Dorsey does a pretty good job 
sharpening the investment skills of any 
tyro. The book, in fact, is much more 
than just five rules. LI 





be read by those interested in the globali- 
sation debate. It is an insider's account of 
what the WTO is really all about. The fail- 
ure at Seattle was a big blow to the WTO. 
But Moore fought passionately to keep 
the hope alive. He brought the WTO 


, members backto the negotiating table at 


Doha. This is the best part of the book. 

Moore describes how he and his 
allies got matters moving again. It also 
led to a more open WTO, one that was 
ready to listen to the concerns of various 
civil society groups (not all of which 
belong to the loony fringes). The jour- 
ney from Seattleto Doha should interest 
all those interested in the problems of 
global governance. 

The microscopic view is this book's 
attraction. And the telescopic view is 
its failure. * 


NIRANJAN RAJADHYAKSHA 
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prime ministership, and some have it thrust 

upon them. Manmohan Singh belongs to the 

third club, his membership of the second club 

questioned by senior members of the Congress 

Party, not to speak of ordinary citizens. Nor should one 

forget the widespread perception that he is merely keep- 

ing the seat warm until a suitable member of the first club | 

can be found. This is not an enviable situation to be in, 

notwithstanding Sonia Gandhi's attempts to counter the 
hypothesis of two centres of power. 

The PM's job is to deliver good governance. In ensur- 

ing this, he has no promises to make, but there are prom- 

ises to keep. While Mrs Gandhi handles the Left, Lalu Ya- 


dav's RJD and Sharad Pawar's 
NCP. the PM has the National 
Advisory Council (NAC) and 
the National Common Mini- 
mum Programme (NCMP) 
breathing down his back. 

There is no denying Man- 
mohan Singh' integrity and 
humility — both are a refresh- 
ing change from the corrup- 
tion-ridden cynicism of Indian 
politics. That, however, doesn't 
quite make him the darling of 
the Indian public. Had that 
been the case, he would have 
been in the Lok Sabha and not 
in the Rajya Sabha. 

But it does explain why, de- 
spite the passage of 100 days, 
the honeymoon with the Uni- 


ted Progressive Alliance continues (UPA). After all, these 
100 days and nights have all been about fire-fighting and 
knee-jerk reactions to a host of issues — from tainted 
ministers, floods in Assam and Bihar, the fury in Manipur, 
Mrs Gandhi's right to see files, suicides in Andhra and 
Maharashtra, the changing of governors and textbooks, 


not to forget inflation. 


This doesn't represent UPA Shining, and no coherent | 


— — —— — —— — — — 





OME are born prime ministers, some achieve | upset is expected in the forthcoming Maharashtra elec- 

tions — the extended honeymoon continues. Fourth, and 

most important, the National Democratic Alliance, 
specifically the BJP is in a disarray. 

There are signs that Manmohan Singh is now attempt- 

_ ing to achieve prime ministership, that he has finally put 

his stamp on the way this government functions. Take for 

| instance, the way key bureaucratic appointments were 

made. Or for that matter, his insistence that all policy de- 

cisions should first be cleared by the PMO. Or even more 





_ daring, the decision to grant the first press interview to the 


There are signs that 
Manmohan Singh has finally 
put his stamp on the way 
this government functions 





ANTHONY LAWRENCE 


| Rashtriya Swayamsevak Sangh mouthpiece, Panchjanya, 
and to oppose fundamentalism from both the Left and 
the Right. He has also broken with tradition by deciding 


to leave behind the usual gag- 
gle of businessmen from the 
apex organisations who acco- 
mpany the Prime Minister on 
visits to the US. 

There have been other 
straws in the wind. The tacit 
support to Ahluwalia, on the 
vexed question of including 
foreign consultants in the 
Planning Commission's con- 
sultative groups, doesnt really 
count. That's because in any 
case, the deputy chairman of 
the Planning Commission — 
hand-picked by Manmohan 
Singh for the job — enjoys his 
full backing, and is clearly 
being used to push infrastruc- 
ture development and various 


other economic objectives. If, as the PM reminded us in 
Orissa, money doesn't grow on trees, it doesn't in Delhi ei- 
ther. Further, the Planning Commission has reminded 
the country that expenditure requirements of the NCMP 
don't mesh with deficit reduction targets. 

The growing assertiveness of the PM, given his self-ef- 


facing image, is welcome. The only worry is that it might 


prove to be illusory. He has, after all, given in to the dic- 


plan for good governance or keeping promises has | tates of the NCMP and instituted a host of commissions, 
emerged. If India isn't whining yet, and nowhere was this | councils, boards and task forces. Despite the éclat he en- 


more evident than in the media's gentle treatment of the | 
Prime Minister at his first press conference, there are 
some very good reasons. First, there is the image of a 
Prime Minister who instructs that his photographs | thename of socialism. 
should not be used and doesn't want his ministers to see | 
him off at airports. Second, the inclusion of P. Chi- | 
dambaram and Montek Singh Ahluwalia keeps the pro- 


joys as the finance minister who liberalised the economy, 
his reform antecedents are anything but convincing. As a 
survivor, he has been identified with state intervention in 


All this begs the question: who is the real Manmohan 
Singh? The US trip will be the test, since prime ministerial 
visits to the US have often been used for pushing the liber- 


reform group temporarily happy. Third, since everyone = alisation message. It will take more than the scrapping of 
m 


wishes to be identified with the winning side — no major 
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Press Note No. 18 to deliver that message. 





The right management should do more than just protect. 

It should also enable. 

elrust™ Security Management Software 

With eTrust security management software, your information isn't just safeguarded from internal and 
external threats. We provide authorized customers, partners, and employees with appropriate access that 
can help your business grow. In addition to securing data, eTrust also provides a single view of your security 
environment, so you can make real-time decisions based on comprehensive information. If you're look ing 
for ways to minimize risk while maximizing your potential, or to get a white paper, go to ca.com/security 
or email us at cainfo-india@ca.com. 





Computer Associates« 


€ 2003 Computer Associates international, Inc. (CA). All rights reserved 
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General Electric wants a billion dollars for 1 
its 17,000-employee BPO operation. A 
ringside view of the mother of all sell-offs. 





The natural choice to Canada 
Fly the only nonstop from Delhi to Toronto 


Now it couldn't be easier to get to Canada. With 5 nonstop flights a week and daily service starting 
October 21, 2004, you can travel to Toronto in record time—and from there, enjoy quick connections to 
cities across Canada and to major cities in the U.S. 


On board, we're equipped with Hindi- and Punjabi-speaking crew, a choice of Indian or Western cuisine, 
and inflight Indian entertainment. And you always have the option of flying our award-winning 
Executive First? service, for the ultimate in creature comforts. 


AIR CANADA (&k 


Call your travel agent 
or contact Air Canada at 91 (11) 5152 8181 
^ 


aircanada.com A STAR ALLIANCE MEMBER Va 








Explosive Performance. 
Rugged-Compact in Size. 
Designed for the jungle. 


Introducing the new Brother HL 5100 Series of Laser Printers 
Designed for your office. 


]Booeoeco0eQ 


2400 1 600dp 10/100 BaseTX Print Fast USB 2.0/ Buil! -ia 
(HQ 1200 Sarver with Powertul Paralle! Port Duplas Unit 


HL-5140 The HL 5100 series thinks big. With a jumbo drum that churns out 20,000 

* Optional Lower Tray pages and a high-yield toner that delivers 3,500 pages (at 5 % coverage), 

"oon MAWKUMNÉON = that's a big money saver. A built in auto duplex unit (standard on the HL 5150D 

è paper tray 

* Optional Network Interface and the network-ready HL 5170DN), halves paper usage by printing on both 
sides of the sheet. The HL 5100 series is big on print quality, delivering a crisp 
HQ1200 resolution at a blistering 20 pages per minute. It's big on memory, 
with 16 MB expandable to 144 MB in the case of the HL 5140 and HL 5150D, 
and 32 MB expandable to 160 MB on the HL 5170DN. Finally, the HL 5100 
series is big on user-friendliness. A three color LED on the display panel 
visually signals the display of the printer status. Green for Printing, Amber for 
Processing and Red for Error. Print out the status report for immediate 
verification of the number of pages printed and the balance yield of the Drum 


HL-5150D and Toner. The HL 5100 series. Think performance and it's spot on! 
* Built-in Auto Duplex 

* 50 Sheet Multi-purpose Tray 

e Optional Lower Tray SAP Printing (HL-5140,HL-5150D & HL-5170DN) 


* Optional Network Interface Demonstrating Brother's continual commitment to this global printing solution 
* Standard 250 sheet paper tay code (HL-5140,HL-5150D & HL-5170DN) 
Most useful application for documents which require stringent monitoring and 
referencing. 
Email Notification (HL-5170DN) 
The printer will inform individuals or groups of network users of any day to day 
problems. 
BR Admin Professional Software (HL-51700N) 
A free tool for the efficient management of LAN connected printers. 


HL-5170DN 


* Built-in Auto Duplex At your side. 
* Network Ready 

* 50 Sheet Multi-purpose Tray 

* Optional Lower Tray 

* Standard 250 sheet paper tray 
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Contact: india@brother.ae or Corporate Distributor M/s Lipi Data Systems, E-mail: sharatk&lipidata con 
Branch Tel Nos: Mumbai 022 - 22882960, 22882975, Pune 020 - 56222843, Bhopal 0755 - 2687202. Ahmedabad 079 - 2821032 

Delhi 011 - 29220661, Jaipur 0141 - 2607998, Lucknow 0522 - 2204705, Chandigarh 0172 - 667028, Chennai 044 - 28156535. Bangalore 
080 - 22272954, Hyderabad 040 - 27896377, Kochi 0484 - 2347492, Kolkatta 033 - 22872331. Guwahati 0361 - 2456721. Bhubhaneshwar 
0674 - 2409004. 

Regional Distribution Partners: Mumbai - Growmore Computer Services 022 - 56056422. 30947378 Matrix Solutions 022-28312673, 28228324 
Delhi - S.G.Infomatics 011 - 26295461, 26295463, Lucknow - Docket Care Systems 0522 - 2385847. 2380758 3. Bangalore - nn Infotech 

080 - 23125493, 23125494, Chennai - Calisys Technology 044 - 28292678, 28292679. Hyderabad - Exal Office Systems - 040 - 5562 
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Released on 4 October. many cases where people have 
Editor moved back to their core 

Tony Joseph —. A business, keeping in mind the 
Editorial Offices 








maxims of core competence 
2nd Floor, Express Buliding, and comparative advantage. The Aditya Birla 
9-10, Bahadur Shah Zafar Marg, : . 
New Delhi 110.002 Group, however, is an unique case where the core competence 
Phone: 23702170-79; Fax: 23702062 sector has actually shrank and something with more potential has 


B-2/C-2, Paragon Condominium taken its place. Kumar Birla deserves kudos on two counts. First, he 


Association, P. Budhkar Marg 


; identified a potential sector, and second, he managed to secure a strong 
(Opp. Century Mills), Worli, z : E 

Mumbai 400 013 foothold there in a very short span. It's not surprising that he stands tall 
Advertisement/Circulation/ 


Sourav Kumar Dutta, posted on BW website 
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2nd Floor, Express Building, 
9-10, Bahadur Shah Zafar Marg, 
New Delhi 110 002 SOFT ON TESTING 

Phone: 23702170-79; Fax: 23702061 I would like to share a few more points 


B-2/C-2, Paragon Condominium about the so-called 'software testing 
Association, P. Budhkar Marg 





27 September). Yes, you do need 
| courage to be successful, but you also 
must have some sound marketing and 


boom’ (‘Once Trying, Now Tested, BW, | business skills. I have been using Idea 
(Opp. Century Mills), Worll 6 September). Have you ever wondered | for sometime now, and I have had 
Mumbai 400 013 EAERI TAM Y : pd PAR EMANS 
Phone: 24962587-94; Fax: 24962597 what qualifications you need to entera | many problems. Every time I attend to 
Head Office & Regd. Office software company as a tester? | a phone call I think of changing to 
ABP Pvt Limited These days, you just need any | some other service. The only good part 
6, Prafulla Sarkar Street, Kolkata 700 001 


degree or diploma with a little bit of of Idea is they do not bog users down 


Phone: 22378000, 22374880 mathematics (even Commerce) to get | with a deluge of junk SMSes. 





Regional Offices a job as tester. This is the key money- | Yugal Joshi, posted on BW website 
Chennai making factor for the IT companies. 
—— High Road If the same job was to be done by a BRANDING YOURSELF 
Phone: 28131278, 28131279, 28131286 qualified professional, then the I was amused to read Suhel Seth's ‘It’s 
Fax: 28131502 companies would have to pay twice or | The Brand, Stupid’ (BW, 20 Septem- 
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Bangalore 560 001 unqualified person. Suhel Seth brand. 
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found a new job as a poet somewhere, | creatives for their work is a touch unfair. 
e-mail address as he certainly isn't working as a Suhel must have the understanding 
businessworldsubscriptions@abpmail.com | 
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Malayalia Manorama crosses 13 lac copies. 





Uniucky. For the competition. 


TBWA VAHAA 


 Malayala *^ Manorama 


Source: LG Tag EUIS 100 4 LT ME Manger am? ETC ne? ANES Nahady delivers Kerala aY-Sad-Ta 





cover story 20. Ihe Sale Of A Lifetime 





Waiting For Suitors: GECIS headquarters 


TRIBHUWAN SHARMA 





General Electric has put its giant BPO operation, GECIS, on the auction block. Its asking price: $1 billion. The 
deal could dramatically alter the business by creating the largest third-party BPO in India and hastening 
consolidation among other players. Why is GE selling GECIS, and who are the suitors? A ringside account. 


IN THE NEWS 


s PM’s Talks 


Cracking down on militancy, 
Pakistan has signalled that it 
means what it says. The latest 
round of talks promise tangible 





and many other issues. 


9 BPL Patriarch T.PG. Nambiar has taken his son-in-law 
and the head of the BPLS telecom business to court. 


10 Hu Jintao With president Hu Jintao becoming 
military head, China is changing. Will life get better or worse? 


14 Captive BPOs MNCsare increasingly looking to 
have their own captive centres for all sorts of BPO work. 


20 Airport Privatisation Modernisation plans are 


delayed, and bidders are frustrated with the long wait. 


headway on Kashmir, militancy 


IN DEPTH 


24|Labour’s Fruit *: 


^ 







India's advantage of labour arbitrage is 
disappearing, especially for competent mid- 
level IT professionals, who are becoming more 
scarce by the day. While this may cause some 

temporary pain, it could just transform Indian 
firms into more globally competitive players. „ 


26 Juniper An interview with CEO Scott Kriens on 
convergence and its effects on the networking market. 


28 Broadcasting with 30-odd news channels already 
in the fray, will the market absorb 10 more, or will they tank? 


40 Onida ina desperate bid to gain global scale and re- 
gain brand relevance, the company is in uncharted waters. 


44 Electronics srini Rajam on how consumer- 
oriented personal electronics will change the future. 
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IN VOGUE 


ss Toy Story 


Successful grown-ups are reliving 
their childhoods through expensive, 
designer action figures. From The 
New York Times. 
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64 Bookmark How Lexus beat the blue bloods of the 
auto industry, and a re-look at Nehrus political life and times. 





Action Figures: Art or toys? > 











COMMENT 


22 Omkar Goswami Even as China 
surges ahead, trust our leaders to rake up absurd 
issues like ‘foreigners’ in our consultative panels. 


ECONOMICS 2.0 


46 Niranjan Rajadhyaksha Demog- 
raphers predict a global population implosion. 
It's time for our policymakers to wake up. 


ON THE CONTRARY 
56 Mahesh Murthy Notall customers 


are worth your time. At least not the ones who 
make you lose more in trying to retain them. 


THAT’S IT 


62 Mala Bhargava Wine and dine your 
Virtual Girlfriend, take her shopping, flirt with 
her all day... If that isn't your dream girl, what is?! 
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P.M. Sinha pays a special 
tribute to the late Prakash 
Tandon 


Jf Staff outsourcing gets a boost. A look at the 
temporary employment network by Shelley Singh. 


A CEO of Merc Electronics Gulu Mirchandani on 
Onida's global gamble. 


A Introducing Invisible India, a column by Latha 
Jishnu on the critical issues which we ignore. 
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provided has now become a 


Businessworld 








Businessworld 


The Rig 


Long Live the Revolution 
LL revolutions, it is said, devour their children. 
The business process outsourcing revolution 
| is about to devour its own poster child. It was 
| GE which made the idea, that India could be 
the back office for the world, popular among 
global corporations. Encouraged by former chairman Jack 
| Welch, who was very bullish on India, GE went much farther 
down the road than other pioneers like British Airways and 
American Express. 

A number of Indian BPO leaders have told me how, when 
they went abroad scouting for clients, their PowerPoint 
presentations always contained slides on GE's efficient 
operations here. GE catalysed the BPO phenomenon in other 
ways too: many of the men who helped create its BPO 
operations went on to lead 
other BPO companies. And GE's 
relentless focus on cost, quality 
and processes made sure that its 
templates for running BPO 
operations were replicable 

endlessly. 

If GE today finds that it has 
no option but to sell out, it is 
because the spark that it 


Sale 


raging fire. Captive BPO 





no longer match the cost competitiveness of third-party 


operations like that of GE can 


players who have had to constantly compete for business 
and, therefore, have moved up the learning curve faster. It is 
not the fault of the captives. It is impossible for large 


| corporations to perfectly simulate the free market within, and 





as long as they can't do that, third-party players will have a 
learning advantage. 

It would be a big mistake, however, to treat this as any 
kind of failure. That GE is counting on getting a billion dollars 
is itself a tribute to its success. “Who could have imagined 
even a few years ago that you could demand such a big 
valuation for hiving off some of your most routine work?!" 
says Special Correspondent Snigdha Sengupta who wrote this 
remarkable cover story with Deputy Editor Indrajit Gupta and 
Assistant Editor Shelley Singh. We put more than our usual 
zeal into this story because we were the first to realise the 
implications of GE's BPO operations and feature it in a cover 
story, way back in 1999. How distant that seems now! 


"a 


TONY JOSEPH, EDITOR 
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HE comparison may be ma- 
cabre. The icing on the diplo- 
matic cake came 48 hours 
after it was cut in New York by 
Indias Prime Minister Manmohan 
Singh and Pakistan's president Pervez 


Musharraf on 24 September — and it | 


came as a corpse. It was the dead body 
of Amjad Farooqi, whose name figures 
in the files of every major intelligence 
agency in the world as a fundraiser for 


the Harkat-ul-Ansar terrorist group in | 


the 1980s, and later on in his subversive 
career as a prominent leader of Jaish-e- 
Mohamed, among other things. 
Farooqi, who was wanted for two as- 
sassination attempts on Musharraf, an- 
other on Pakistans prime minister 
Shaukat Aziz, the murder of US journal- 
ist Daniel Pearl, and a suicide attack on 
the US consulate in Karachi, died in a 
raid by Pakistani security forces on a 


house in Sindh on 26 September. Some | 


intelligence agencies believe Farooqi 
was one of the hijackers of Indian Air- 
lines flight 1C 814, which was forced to 
fly to Kandahar in Afghanistan in 1999. 
Farooqi is one reason why men like 
Indias national security adviser J.N. 
Dixit, a hardliner of long standing on 
Pakistan, are urging a cautious prime 
minister and an even more cautious So- 
nia Gandhi to begin a peace process 





VSNL & TATA TELESERVICES 


Sans CEOs 


WO Tata companies need to re- 

place their MDs soon. S.K. Gupta 
of VSNL retires on 30 September, 
and S.R. Ramakrishnan of Tata Tele- 
services is moving to Tata Power as 
executive director from 1. October. 
Neither company has a replace- 
ment yet. 

VSNL has a strong operations 
man, R. Srinath who has been 
spearheading the company's expan- 
sions, Tata Teleservices is moving to 
a management council model with 
senior managers like president Amit 
Bose and head of projects Ajay 
Pandey reporting to chairman 
F. Vandrevala. uw 

NANDINI VAISH & RADHIKA DHAWAN 





INDIA-PAKISTAN RELATIONS 


Kashmir still the key 


with Musharraf. The General may have 
changed his spots after 11 September 
2001, but Pakistan continued to shelter 
the likes of Farooqi, as they were fighting 
for Kashmir' freedom, till well after that. 

But no more. The relentless US pres- 
sure on Musharraf to deliver on Al 
Qaeda and the Talibaan has blurred dis- 
tinctions hitherto within the Pakistani 
establishment between 'bad' terrorists 
such as Osama bin Laden and 'good' 


Kashmiri jihadis such as Farooqi and | 


Omar Saeed Shaikh, one of the prison- 
ers exchanged by India for the IC 814 
hostages. 

When Shaikh surrendered to the po- 
lice in 2002 for his role in Pearl's 
kidnapping, he was sheltered 
for five days by Punjabs (Pak- 
istan) home secretary, once à 
leading light of the ISI. If 
Shaikh surrendered un- 
der similar circumstan- 
ces today he would 
more likely be killed. 

The view within the 
UPA government as it 
embarks on yet another 





India-Pakistan effort at friendship is 


| that this change represents an chance 
_ that has never presented itself in the last 





57 years. Cementing that change were 
the two attempts by militants to kill 
Musharraf last December. Those con- 
vinced the Army General Headquarters 
in Rawalpindi, the fountainhead of real 
power in Pakistan, that the jihadis — 
even the 'good' ones — were biting the 
hand that had been feeding them. 

But can Musharraf, the architect of 
Kargil, be trusted? In the past, most of 


| the India-Pakistan peace efforts have 












Charting the course: Manmohan Singh (2nd 
from left) & Pervez Musharraf (extreme right) 


TAXATION OF BPO OUTFITS 


A change of problems 


ORGET the BPO taxa- The intensity But transfer pricing assess- 
F tion circulars, MNCs and depth of ments won't let the PEs rest. 
having ‘permanent ——— The TPOs are checking 
establishments’ (PE) can ex- to increase whether, as required under 


pect a call from the transfer 
pricing officer (TPO) in next couple of 


months. The first ever transfer pricing | 


assessment is on and in Mumbai alone 
about 400-450 cases have to be scruti- 
nised by March 2005, of which only a 
tenth has been done. 

The CBDT on 28 September finally 
withdrew the circular saying that if a 
company outsources core services to 
India, profit would be attributed to the 
Indian entity based on what the foreign 
parent earns from it. This could have 
nipped the trend of foreign companies 
setting up captive BPO outfits in India. 
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transfer pricing law, transac- 
tions between related parties are on the 
basis of arms length price, those char- 
ged by unrelated parties — and are not 
resulting in loss of tax revenue. The 
indications are it will get increasingly 
difficult for MNCs to have their Indian 
units work as cost centres. 
The IT and IT-enabled services in- 
dustries, by their very nature, are prime 
candidates for scru- 


tiny as MNC centres Transfer pj 
in India are mostly re- —— 
imbursed on cost ba⸗ outfit enjoys a 
sis. Butthelawcould tax holiday 


been between Indian prime ministers 
and their elected counterparts in Pak- 
istan. The difference this time is that 
Singh is talking with Musharraf, who in- 
tends to stay on as chief of its army, 
which wield real power in Pakistan. 

But, those in Singh's inner circle are 
clear that they will not take any chances 
in the negotiations due in the coming 
months. India will maintain Kashmir as | 
its integral part, while Islamabad will 
stick to its position that the Line of Con- 
trol cannot be the basis for any settle- 
ment and that the wishes of the Kash- 
miri people must be ascertained about 
their future. With these positions as the 
basis for talks, the two sides will look at 
the options at their meeting in Dhaka 
during the Saarc summit next January. 

On terrorism, India will wait for 
Musharraf to choke off financing and 
other assistance to militant outfits. 

Since there were no note-takers at 
the Singh-Musharraf one-on-one meet- 
ing, the prime minister was debriefed by 
officials after the summit. According to 
those with access to the debriefing pa- 
pers, much of the talk was about Kash- 
mir and terrorism. But sweeteners, such 
as the Iran-Pakistan-India pipeline, 


THE BPL FEUD 


Signs of 
desperation? 





OR the first time the T.PG. crore, which has been repaid. 
Nambiar (R) family, which owns Nambiar says Chandrashekhar 
BPL, has admitted that they used this money to take control of 
have invested money in the telecom | the mobile business without sufficient 
business named after their group. . shareholding. Chandrashekhar and 
And done so by dragging a private _ the group of private equity investors 








dispute into the public domain. each own 35 per cent of BPL Com- 

Nambiar has moved the Company | munications. The Nambiars own 5 per 
Law Board (CLB) to stop son-in-law cent and private investors, who are 
Rajeev Chandrashekhar (R) from sell- with Chandrashekhar, 25 per cent. So 
ing his holding in any of the mobile . Chandrashekhar controls 60 per cent 
firms — holding company BPL Com- ^ of the holding company. 
munications and operating firms BPL One theory is that the Nambiar 
Mobile Communications (Mumbai) | family needs money to shore up flag- 
and BPL Mobile Cellular (Maharash- | Ship BPL Ltd, which is in a bad way. 
tra, Tamil Nadu, Kerala). Sources say Nambiar approached 

So far, the only support the mo- some private equity funds asking 
bile businesses admit to have got is | them to buy AIG's and Actis’ stakes, 
standing guarantee for a Rs 180- 23.5 per cent together, in BPUs mo- 
crore loan by ABN Amro Bank. A pri- bile business to sideline Chandra- 
vate equity source said Rs 500 crore  shekhar. The two have been looking 
was lent to the mobile business. A | for an exit route since Chandrashe- 








— — — —— — —— — — — — — - l——— 


were put into the joint statement for a source close to Chandrashekhar says | khar sued them. iiv 
'feel-good' effect. LJ the Nambiar family gave Rs 272 | RADHIKA DHAWAN & MITU JAYASHANKAR 
K.P. NAYAR 







apply to any foreign company’s outfit in 
any sector. And, like any tax matter there 
are grey areas here too. That's why the 
sparring is now at the assessment stage. 
For instance, an 
entity working on a 
Pp en 15 per cent mark-up 
will be ties the . found that arm's 
 TPO's scrutiny length price would 
require a 50 per cent 
mark-up. But if the mark-up cannot be 
justified, the company will have to pay a 
tax on the difference. ITES enjoys tax ex- 
emption till 2008-09, but even then the 
difference can be taxed and penalty up 
to 300 per cent levied. The killer for IT- 
enabled services is that it is difficult to 
find market rates that can be used to jus- 
tify invoice prices imputed by PEs. lii 






THE 1,900 MHz CONTROVERSY 


The global pressure 


HE battle for the 3G spectrum has become hotter. This time round, the 
GSM Association, a union of 650 mobile service providers in 208 coun- 
tries, has asked the Indian goverment to not allocate the 1,900 MHz | 
spectrum to CDMA service providers since that would isolate India from the 
global mobile market. It urged India to protect the IMT 2000 core band for 3G. 
Barring the US, the 1,900 MHz spectrum frequency is used for 3G in all 
countries. So, by the end of the year, when 3G services will start in 70 networks 
globally, there is a possibility India will be left out of the loop. It's for the Telecom 
Regulatory Authority of India (Trai) to ensure that the sector continues to grow. 
Says GSMA chairman Craig Ehrlich: "The Indian regulatory environment is in- 
consistent. India had previously agreed to reserve the 1,920-1,980 MHz and 
2,110-2,170 MHz spectrum for 3G. Now, Trai wants to slice a part of this and al- 
locate it to Second Generation (2G) operators." 
As part of the process, a high-profile GSMA team has landed in Delhi from all 






















ASHISH AGGARWAL over the world to meet Trai chairman Pradip Baijal. It has also advised the CEOs 
of GSM operators round the world to write to Trai. Among the bigger markets, | 
For the full story China and Brazil have adopted the IMT 2000 core band for 3G services. Y 
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IL prices finally touched a 

record $50 a barrel last week. 
A lot of ink has already been spilled 
explaining how high energy prices 
could damage the world economy 
because of lower growth and higher 
inflation. Perhaps there is also a 
need to focus on the opportunities 
the latest oil shock throws up. The 
members of the Organisation of 
Petroleum Exporting Countries 
(Opec), the global cartel, are going 
to be sitting on a huge cash pile 
in the coming years. And that 
money will eventually be spent. 
Who'll get it? 

The US Energy Information 
Administration says that net oil 
exports by Opec climbed from $195 
billion in 2002 to $240 billion in 
2003 and is expected to increase 
up to $286 billion in 2004. That's 
extra revenue of $136 billion in two 
years. (Some estimates are even 
higher, going up to an eye-popping 
$500 billion.) 

Deficit-ridden countries will be 
in the black. The biggest, Saudi 
Arabia, is expected to end this year 
with a fiscal surplus of $15 billion. 
Its rulers had virtually abandoned 
capital investments in recent years; 
about 80 per cent of its 
government's spending is on 
current expenditure. Now Saudi 
Arabia may be spending once again 
to build new roads, airports and 
cities. So will many others. The 
Institute of International Finance 
(IIF), Washington DC, estimates 
that there will be an extra $200 
billion spent on physical 
infrastructure in West Asia over the 
next three years. 

India's tumkey project compa- 
nies — as well as many others — 
should be salivating about the 
prospect. The slowdown in China 
could be a problem, but a huge new 
market may be opening up across 
the Arabian Sea. Just as it did in the 
late 1970s. 


by Niranjan Rajadhyaksha 


HE poverty debate refuses to go 
away. The 55th round of the 


. National Sample Survey (NSS) 


| showed that poverty had declined 


| sharply between 1993-94 and 


_ 1999-2000. Many economists 


questioned the validity of this while 


' others entered the fray from the 


| 


i 











opposite side. The reason why 
there was so much disagreement 
on what should have been an open 
and shut case is that the NSS 
Statisticians had used a different 


. methodology in 1999-2000. So 


economists had to ‘adjust’ the data 
to make it comparable to the 


disagreements. 
Abhijit Sen and Himanshu have 


| reopened the case in a recent arti- 


cle in the Economic And Political 


Weekly. They say that "the poverty 
ratio fell at most by three percent- 


, age points between 1993-94 and 


1999-2000, and it is likely that the 


| number of poor increased over this 


period". It could seem like another 
academic slanging match, except 


. for one significant fact: Abhijit Sen is 





now a member of the Planning 
Commission. 


Æ 


HO will win the next Nobel 
Prize in economics? The 


betting has started in cyberspace. 


The current favourites are Ed 
Prescott (who has done seminal 
work in business cycles and on 


| monopolies), Eugene Fama 


(empirical finance), Gordon Tullock 


_ (political economy and theory of 





choice), Oliver Williamson (asset 


specificity, Robert Barro 
(macroeconomics), Edmund Phelps 


_ (labour markets) and Paul Krugman 


(all sorts of things). 
Jagdish Bhagwati, the Indian 


_ most likely to win the prize, does not 


seem to be a favourite. But let's 
wait and see who eventually gets to 
jet to Stockholm. W 
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EIJINGERS are really going to 

enjoy this weekend. Autumn 

winds have finally rescued the 

city from the heat and dust of 
summer, and Jiang Zemins resignation 
as the head of China's military has 
cooled the political uncertainties sim- 
mering here for weeks. 

Though Jiang, 78, had handed 
China's presidency and leadership of its 
Communist Party to the intensely 
private Hu Jintao, 61, two years ago, he 
seemed reluctant to let go of his last 
position of consequence. 

His continuing presence in the 
power structure created "a dual- 
headed leadership, with each head 
making different calculations," said 
Sin-Ming Shaw, a Hong Kong-based 
analyst. This was sapping the govern- 
ment's decision-making ability, and ru- 
mours of the power struggle between 
the two were spreading. 

As things came to a crunch, it was 
probably Jiang's reputation of being 
soft on Taiwan that paved the way for 
his departure, say analysts. Hu took a 
belligerent stance on the future of the 
island, which Beijing considers a rene- 
gade province, promising to invade it if 
it declared independence from China. 

With chauvinistic patriotism and 
anti-US feelings running high in China, 
it convinced military hardliners that Hu 
was the right man to head the military 
— not Jiang, who was seen as unable to 
stand up to the US. However, the true 
facts behind Jiang’s exit are unlikely to 
be known for another 20 years. 

On the streets, the departure of this 
relatively colourful figure, whose 
favourite parlour trick was to recite the 
Gettysburg address in his Russian-ac- 
cented English, was neither celebrated 
nor mourned. The opposite of love, 
they say, is not hate but indifference. 

Hu and his ally premier Wen 
Jiaobao, now have a free hand to run the 
world's most populous country. Said 
Chen Xin, professor of sociology at the 
Chinese Academy of Social Sciences in 
Beijing: “...I think we will see a different 
China emerging." But this different 
China isn't likely to be a more demo- 
cratic one. Chinese pro-democracy ac- 
tivists say that China is likely to enter a 
phase during which its people may be 
given more rights but will experience 
less democracy. The first indication of 


THE TRANSFER OF POWER IN CHINA 


President gets a free hand 


Hu is China’s new military head. Will democracy flow from the barrel of the gun’? 


this came in March this year when the 
Chinese Communist Party's 18th Na- 
tional People's Congress passed land- 
mark legislation granting citizens pri- 
vate property rights and formally 
enshrining the words ‘human rights in 
China's Constitution. The move rejuve- 
nated many peoples faith in a govern- 
ment increasingly seen as corrupt and 
self-serving. 

But civil activists, such as Gao Zhi 
Sheng, a public interest lawyer in Bei- 
jing, say these new rights only give peo- 
ple the feeling of freedom as they exist 
within a framework controlled by the 
government instead of the judiciary. 
And in China there is no separation be- 
tween the state and judiciary, anyway. 

"There are no mechanisms for en- 
forcing these rights and the govern- 
ment can ignore them anytime. So, the 
only real freedom in China is the gov- 
ernment's freedom from accountabil- 
ity" says Gao. Clearly, Chinas new 
rights have not altered the fate of those 
in its Laogai (literally, forced labour) 
prison system, which holds between six 
million and 15 million prisoners, in- 
cluding Tibetan and Uighur indepen- 





dence activists, in dehu- 
manising conditions. They 
have also not prevented Hu 
from turning back many of 
the minor political reforms 
Jiang and his predecessor 
Deng Xiaoping had initiated. 
Government surveillance, intimi- 
dation, and indiscriminate arrests ap- 
pear to be on the rise, says Wenzhou 
Hou, a human rights activist, who her- 
self was recently detained by authori- 
ties. Internet users and media organisa- 
tions are increasingly becoming 
subjects to government vigilance. Re- 


cently, Zhao Yan, a local employee of 


the New York Times who allegedly 
helped break the story of Jiang's immi- 
nent resignation, was held for "illegally 
providing state secrets to foreigners. 
Yawei Liu, associate director of the 
China Village Elections Project at the 
Carter Center in Atlanta, says even the 
limited village-level elections initiated 
by Deng, which allowed people from 
outside the communist party to be 
elected to local political posts, are being 
undermined. Farmers protesting this 
and other issues are often arrested 
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What does Hu 
Jintao (C), a proven 
hawk, hold for 

the world and his 
own people? 


en masse throughout the country. 

Publicly, many Chinese seem to 
support the government's hardnosed 
attitude. "...It may take many decades 
before we can have democracy ... right 
now we need to focus on stability and 
development," said Chen Mingteng, 36, 
a businessman in Xi'an. But the trade- 
off between development and freedom 
only works as long as there is continu 
ous economic growth that is shared by 
the majority of people. "Otherwise 
some sections get restive," said Chen. 
Fearing that's exactly what's happen 
ing, Hu has vowed a reversal in Jiangs 
self-created governing theory of "Three 
Represents’, which "brought massive 
GDP growth but created terrible in- 
equalities," said Chen. 

In contrast, Hu, said to be à 
thoughtful man who loves to do the fox- 
trot and spend quiet 
evenings at home with his 
ailing wife, has promised a 
kinder, gentler China. He 
and premier Wen have 
committed their govern- 
ment to fixing Chinas 
healthcare and education systems, 
boosting development in rural western 
China (where incomes are one-tenth of 
those in the coastal East), and repairing 
the environmental damage from two 
decades of relentless economic growth. 

But this hasn't dimmed Hus re 
puted ability to play both sides of the 
game. While he is said to be lending a 
sympathetic ear to those who think 
China's economic reforms have strayed 
too far, he's taken several economic de 
cisions that have set China furthei 
along the path of market reform, in 
cluding opening up of Chinas oil and 
energy industry to foreign investors 
and restructuring its vulnerable na- 
tional banks and pension plans. While 
such pragmatism reassures some, it 
doesnt make Hus China very pre 
dictable. But then China's never been 
easy to read. Just ask Jiang Zemin. * 
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Indian units: 


Captive or arrested? 


HEN JP Morgan called 
off its $5-billion IT out- 
sourcing deal with IBM, 
it merely confirmed a 
development that has been ex- 
perienced in India. MNCs are 
setting up captives rather 
than outsourcing business 
processes to independent — 
third-party to some — BPO 
outfits in India. Captives con- 
trol 60 per cent of the BPO 
business in the country. S% | 
"Almost 80 per cent of 4 p* 
the requests that we get ; 
from MNCs who are 
scouting for BPO opportu- 
nities in India are for captive 
centres, says Avinash , 
Vashishtha, managing part- 
ner, Neo IT, an outsourcing 
advisory firm. In JP Mor- 
























gan's case, the pressures to take the 
function in-house were slightly differ- 
ent. JP Morgan acquired Bank One, 
whose CEO — now COO of the com- 
bined entity — Jamie Dimon believes 
that technology is too important a func- 
tion to be outsourced. In 2002, he had 
cancelled Bank One's IT outsourcing 
contracts with IBM and AT&T for 
this very reason. In India the fac- 
tors are a little different. "Many 
Fortune 500 companies that we 
talk to say that they wont even 
consider looking at a third-party 
company" says Ravi Ramu, 


Mphasis CFO Ravi Ramu 
His company recently 
started a division to help 
multinationals set up 
captive BPO outfits 


plasma? 


CFO, Mphasis BFL. 

Mphasis recently started a division 
to set up and manage captive BPO cen- 
tres for MNCs. "If the MNC so wants, we 
can transfer the assets to them after the 
operation has stabilised," says Ramu. 
Ramu is not ready to comment on the 
volume of the work that will come ex- 
cept that it will be significant. Such 
arrangements were common in BPO a 
while ago. For instance, ICICI One- 
source piloted the development centre 
for Prudential's captive centre. "We are 
going to start small. We are going to 
draw people in different functions 
within Mphasis to start this division and 
expand only when business picks up," 
says Bhaskar Menon, president, Mpha- 
sis BPO services. Once the captive starts, 
Mphasis feels it can also provide ancil- 
lary services to the captive to increase its 
benefit from the relationship. In fact, 
call it a co-incidence or a case of Mpha- 
sis putting its money where its mouth is: 
the former head of staffing of its BPO 
arm recently left, sources say, to help 
Frankin Templeton start its captive soft- 
ware services operation in India. ja 
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Signal turns amber 


— 
N Saturday, Konkan — the speed of 50 kilometres per 
Railways Skybus hour, the automatic driving 
met with an acci- 1 | device, which is supposed to 
dent when it . — reduce speeds around a 
rammed into a pole after its e oa bend, failed. The brakeman 
brakes failed. One person ^ nm pressed the emergency 
died and four were injured se switch to cut the power and 


in the mishap raising seri- 
ous concerns over the safe- 
ty and technical feasibility 
of the Skybus. This could 
also set back Konkan Railway's 
ongoing invitation for bids from 
private companies to implement 
the Skybus in cities across India. 

Konkan Railway (KR) managing di- 
rector B. Rajaram maintains that the ac- 
cident is not a serious setback, and since 
the technology is under trial, it will 
prove as a learning experience. He has 
commissioned an enquiry to find out if 
the accident was "caused by a failure in 
the design, or due to negligence’. 

While returning from a test run at 










bring the Skybus to a halt. 
But the emergency braking 
made the entire system un- 
stable and the bus rammed 
into the supporting piers. 
y Despite this KR says the un- 
veiling of the Skybus technol- 
ogy on 15 October 2004 will go to plan. 
Meanwhile, the Goa police have reg- 
istered cases for negligence against KR's 
chief signal officer and the Hyderabad- 
based Kernex Software, which operated 
the computerised system that was be- 
ing used by the Skybus. A government 
inquiry into the case could delay things 
by a few more years. = 
SUPRIYA KURANE 
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WORLD TOURISM 
India ahoy 


IVE days before World Tourism 
Day, 27 September, India’s 
stature got a big boost. The readers 
of one of the most revered 4 
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To 

ix iiio went Destinations 

1. Australia (2) 
sixth best destina- 2. Thailand (5) 
tion in the world, 3. New Zealand (6) 
ahead of favourites 1 4. Singapore* 
France and 5. Italy (1) 
Malaysia. Last year, | 6. India (9) 
inthe same survey, | 7. Malaysia (11) 
India was ranked 8. Canada* 
ninthincidentally, 9- Japan (20) 
last year was the 10. France (3) 





i () 2003 Top 20 ranks - 
first time in 40 *New entries in Top 20 


years that India had — — 
faced a tourism deficit — Indian 
tourists going abroad spent more 
than tourists coming into the coun- 
try. Can this ranking turn the tide? &@ 
VIKAS DHOOT 
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browning, grilling 
or red hot? 
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Where 
theresa 
will... 


HE intrigue of doing business 
in India has taught companies 
one thing: how to beat the sys- 
tem. And steelmakers are 
showing particular flair in doing so. 
Jindal Vijayanagar Steel (JVSL), Essar 
Steel and Ispat Industries were three big 
steel companies that went through debt 
restructuring under the Corporate Debt 
Restructuring Tribunal set up by the Re- 
serve Bank of India in 2002. One strict 
condition under the package was that 
the companies would not be allowed to 
expand capacity or undertake any capi- 
tal expenditure, even if it was from 
internal accruals. 
[he use of the cash-flows is con- 
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trolled by the CDR and capital 
expenditure was limited to Rs 
40 crore a year. 

But the upturn of the steel 
cycle has made these compa- 
nies restless. So far the CDR, 
led by ICICI Bank, has insisted 
that steelmakers ensure that 
their balance sheets are strong 
enough to weather the down 
cycle before they undertake 
any expansion. This implies 
pre-paying a significant pro- 
portion of the debt. However, 
this has not stopped the com- 
panies from expanding. 

Essar Steel is planning a 
feasibility report to try to get 
CDR approval for its expan- 
sion. But the Mittals of the Is- 
pat group and JVSL have gone 
way ahead. The Mittals set up 
a London-based special pur- 
pose vehicle (SPV), Global In- 
frastructure Holdings (GIH), 


JVSUs $ o has 
done some smart thinking 
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to buy companies globally. Brothers 


Pramod and Vinod Mittal are a part of - 


this SPV. GIH has bought a 2 mtpa long 
products company — Ajaokuta Steel 
Plant of Nigeria. Sources say GIH has 
also taken a controlling interest in a 2 
mtpa Bulgarian plant, Kremikovtzi AD. 
Although the company did not com- 


ment, it is evident that the Mittals are | 


keen on snapping up units outside India 
and won't let cost overruns in India and 


an unfinished project stop them. Tech- | 


nically, since the Ispat group is not in- 
volved, Indian FIs have no say in the 
matter. Ajaokuta is state-owned and has 
been allegedly riddled with corruption 
and cost overruns for two decades. In 


fact, the Nigerian media is hoping the | 


Mittals would turn it around. 

TheJindal Group, on the other hand, 
is betting heavily on domestic demand. 
JVSL planned to expand its pellet capac- 
ity from 3 mtpa to 4.2 mpta at a cost of 
Rs 210 crore to use the idle capacities in 
its other units. It also wanted to set up a 
600,000-tpa coke oven plant at a cost of 
Rs 195 crore. But the CDR had turned 

down both proposals. So JVSL approa- 











ched two global steel trading firms to set 
up the projects and guaranteed a 20 per 
cent return on equity and an assured 
supply for galavanised steel for their 
customers. Now JVSL is operating these 
plants on lease with no impact on the 
JVSL balance sheet. But it has gone back 
to the CDR for approval to expand its 
finished capacity from 2.5 mtpa to 4 
mtpa at a cost of Rs 1,200 crore. This 
time, JVSL is hoping that its improving 

performance will satisfy the CDR. 
Among the eight companies that 
underwent CDR recast, JVSL alone has 
surpassed recovery targets. For one, it is 
the only one among the top three that 
has pre-paid its debt significantly. Last 
year, it pared its debt by Rs 1,200 crore 
and by a further Rs 410 crore in the last 
quarter. JVSLs argument is that this pro- 
ject will generate an additonal gross in- 
come (EBITDA) of Rs 800 crore if al- 
lowed to go through. Says JVSL finance 
director Seshagiri Rao: “For every bit of 
capital expansion that we will under- 
take, we will repay three times as much 
debt.” Now the ball isin CDR's court. Bi 
RADHIKA DHAWAN 


BANGLA TV BROADCASTING 


Small screen, big deal 


ELEFILMS are back — in Bengal. 

Some of the most popular pro- 

grammes on Bengali channels 
like ETV Bangla and Alpha Bangla are 
films made especially for TV, a genre 
that died on national networks in the 
early nineties. But as regional broad- 
casters are turning to Bengali classics or 
experimental cinema, telefilms are con- 
tributing more and more to both view- 
ership and revenues. Ramoji Rao's ETV 
Bangla was one of the first to use tele- 
films. Now Zee's Alpha Bangla is among 


four popular Bengali channels vying for 
telefilm viewership on Sundays from 7 _ 


p.m. to 9:30 p.m. “We believe telefilms 
are definitely viable revenue models,” 
says Kaushik Duttasharma, associate 
chief producer, ETV Network. 

They are. A channel could spend 
Rs 5 lakh-7 lakh on four telefilms or Rs 5 
lakh-6 lakh on a daily soap every month 
with equally good returns on viewership 
and revenues. Most telefilms hit TRPs of 





Raat Bhor got the eyeballs for ETV 


3-4, versus 4-5 for a regular feature film 
in Bengali. That is just half the viewer- 
ship that a good daily soap gets. And the 
money is good. Telefilms contributed 6 


| percent plus to ETV'5s kitty and 2-3 per 


cent to Alpha Bangla’. “Telefilms give us 
the desired audience, specially when 
the advertisers are regional brands,” 
says Shivaji Dasgupta, client services di- 
rector, Rediffusion DYR. » 

PALLAVI ROY 
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MADISON COMM. 


Bollywood calls 
3 








here is nothing to beat films 
if you want to reach Indians. 
Sam Balsara's entry into in- 
film advertising and film marketing 
proves it — once again. Balsara's 
Madison Communications has ac- 
quired TeamWorks fp&e, to form 
Madison TeamWorks fp&e 
(MATES). TeamWorks has about 
14 clients like Frito Lays and Cas- 
trol, and is working on several films 
like AB Corp's Virudh. It is Team- 
Works that had Shahrukh Khan 
wearing Levi's jeans and Reebok in 
2004's biggest hit, Main Hoon Na. 
Madison, one of India's largest 
media buying firms, is the third 
media buyer to enter in-film adver- 
tising after Leo Burnett's Starcom 
and WPP's Group M. "The retum 
on investment through conven- 
tional media is falling sharply. We 
need newer ways of reaching con- 
sumers, those that she doesn't 
see as advertising. Otherwise as 
soon as she sees an ad, it is as if a 
veil falls over her eyes," says Bal- 
sara. For years, ad firms could not 
use films because the industry was 
such a mess. Now, as the business 
shapes up, it is looking for adver- 
tising opportunities, either within 
the film or around it, in multiplexes 
and small-town digital cinemas. 
The new film industry coincides 
very happily with the advertisers’ 
need for reach without clutter. In 
India, films is as mass as it gets. Il 
VANITA KOHLI-KHANDEKAR 





AIRPORTS PRIVATISATION 


Poor visibility worries bidders 


HE government has to get its 
act together, and fast, if it has 
to retain the interest of the 
have 
shown interest in the plan to restructure 
and modernise the Delhi and Mumbai 
airports. The line-up is pretty impres- | 
sive. Virtually all the large international 
airport developers and operators are 
queueing up for the Rs 10,000-crore- 


heavyweights 


plus plan for the two largest 
airports in India. 

Among the biggies are 
Changi Airport Managers and 
Partners, which handles 
around 75 airlines, and with 
over 3,250 weekly flights ferry- 
ing close to 25 million passen- 
gers a year. FMG, Germany (it 
operates Munich Interna- 
tional Airport) is currently 
handling around 24 million 
passengers annually and is 
geared to handle 50 million. 
DLF has roped in the 
Malaysian Airports Company, 
which operates 38 airports in 
Malaysia, five of them interna- 
tionally. It services around 50 
international airlines and 
handles roughly 34 million 
passengers a year. The GMR 
group from Hyderabad has 
tied up with Fraport, the com- 
pany that operates Frankfurt 
airport, one of the largest avia- 
tion hubs in Europe. 

But, already, delays and 


uncertainties plague the bidders. "We | the two airports. "It is a ridiculous plan, 
are sitting on the final declared deadline 
of September 2004 for completing the 
two transactions, but the government is 
yet to shortlist the bidders from those 
who have shown interest", says one bid- 
der. According to plan, the government 


that 











Last week, the process met yet an- 
other block when the civil aviation min- 
ister Praful Patel promised to give an- 

other hearing to the 23,000-odd 
employees of the Airports Authority of 
India (AAI) joint employees forum, 
which had threatened to go on strike on 
27 September to protest the restructur- 
ing plan. The AAI joint forum has sub- 
mitted an alternate plan to modernise | 





The unanswered questions 








J How will equity sharing/ transfer be carried out? 
(J Who will decide the price of the equity? 
Py What kind of profit/ revenue share will AA Al expect? 


How will the assets (land, airport building; buses, 
etc.) be transferred to the JV company? | 


Py What will happen to contract labour? 
PY Who will bear the contingent liabilities of the airports? 


If after 30 years the concession period is notextended, 
how will the private partner get his equity back? 


-~ 





in consortium with 
Bharti 


Foreign partner 
Changi Airport Managers, Singapore 


Flughafen Munchen GmbH, Germany D.S. Const. 
Malaysian / Airports Mgmt., Malaysia DLF 

Macquarie Bank, Australia and 

— — De Paris, France 3 Sterlite 

Hochtief Airport GmbH, Germany L&T 

Mydhway Corp., Australia Videocon 

Vinci Concessions, France Reliance E: 
TAV, Turkey Essel E 
Airports Co. of South Africa, SA GVK i 


which envisages building of new termi- 
nals, a golf course and big shopping 
malls with restaurants — all within Rs | 
3,905 crore; there is no point in hearing 
them out again," points out one bidder. 
Sources pointed out that the shortlisting | 


Bidders say that as things stand, they 
have very little information to go on. 
Most of the bidders BW met were un- 
sure what the total project cost will be or 
even what kind of lease rentals or profit 
sharing arrangement the joint venture 
will have to work out with the AAI. "We 
are still groping in the dark on many 
critical issues like pricing of equity or 
how the main transaction will be carried 


out," said a Delhi bidder (See 
chart: The unanswered ques- 
tions). There are questions like 
how the private partner can 
take out his equity and at what 
price after 30 years if either he 
wishes to or if the concession 
period is not extended. In the 
case of the Delhi airport, for in- 
stance, at least two villages 
need to be removed. "It is not 
very clear whether such issues 
will be dealt with before the 
transaction is final, or by the 
new joint venture," says one of 
the bidders. 

Government officials say 
that they are well aware of 
many of these issues "Many of 
these questions will be an- 
swered in the second stage, 
when bidders submit legally- 
binding bids," explains a se- 
nior AAI official who is work- 
ing on the proposal. He says 
that at this stage almost all the 
bidders will be cleared as the 
process can be delayed drasti- 


cally if they disqualify a bidder and he 
takes the matter to court. While he ac- 
knowledges that there have already 
been serious delays, he points out in 
many countries, a similar exercise can 
take up to 10 years. One such example is 
the souring alliance between the Kar- 








nataka government and Unique Air- 
as finance minister P Chidambaram | ports for the modernisation of the Ban- 
would be out of the country in Octo- | galore airport. More to follow? 

ber and then the Maharashtra elec- | ANJULI BHARGAVA 
tions will keep Patel busy. 


was to seek and shortlist the bid- | is now likely to be delayed even further 
ders by June 2004 and by August 

2004 it was planned to seek financial 
proposals from the bidders and fi- 


nalise the deals. 















Businessmen! 
Fither pay 
lakhs to get 
the maximum 
out of your 


iT set-up OF 


ad a 
s 
4 
DT R E. 2 
" ] 3 i 


Spend Rs 10 to buy 
your copy of BenefI1 
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At a time 
when we 
should be 
emulating 
China, 

the Left 

is busy 
chasing 
ephemeral 
issues 






abroad on work for over a week at a 
time, During such trips, between 
cramming a large number of tasks 
at hand and meeting friends, I have 
little time to regularly check what is happening 
in our Motherland. So, on returning, I am often 
astounded by the extraordinary amount of rub- 
bish that constitutes ‘matters of importance. 
Consider the nonsense that the Left has 
raked up regarding the inclusion of 14 so-called 
‘foreigners’ as members of consultative com- 
mittees of the Planning Commission. How can 





VERY once in a while, | have to go | 


political parties whose leaders constitute | 


the elite among our country’s intelligentsia — 
bar-at-laws from London, and MAs from the 
best universities in India and England — waste 
precious time raking up such an absurd issue? 
Firstly, these are people who have been ap- 
pointed to several consultative committees, 
each of which consist of over 30-odd men and 
women, who donate their time and expertise to 


suggest various areas of reform. Second, 13 of | 


the 14 so-called 'foreigners' are Indians, or of 
Indian origin. Third, even if they werent, does 
anyone with a right mind believe that by in- 
cluding them in consultative committees of the 
Planning Commission, they will enact the great 
imperialist-capitalist conspiracy to destroy this 
country from within? Are we a banana republic 
where 14 people can subvert and subjugate the 
land? Why is it that in 2004 — a full 57 years after 
our independence — some of us still feel they 
have to be zealous cops in search of elusive Mir 
Jaffars who can 'sell' our land to the 'gora pal- 


tan’? Why do we believe that Indians are the 


fountainhead of all wisdom and knowledge, 

and therefore don't need anything from any- 

body, especially Western-educated people? 
The contrast between China and us cannot 


be more striking. Here is a country which wants | 


to slow down the economy from 9.8 per cent 
GDP growth to 8 per cent. How I wish we could 
have slowed down to 8 per cent! China's real 
GDP in 2003 was $1.4 trillion — which was 2.9 








times Indias GDP of $520 billion. It is a country 
which attracted $54 billion in foreign direct in- 
vestments last year, and has been regularly get- 
ting over $45 billion every year for the last 
decade. In contrast, we couldn't even manage 
$3.5 billion. According to most economists, 
Chinas economy will overtake Japan's by 2015. 

Let me give you a sense of numbers. Even if 
China grows at a conservative 8 per cent over 
the next 25 years, it will have a GDP of almost 
$13 trillion. In contrast, if we grow at 8 per cent 
— which requires significantly more infrastruc- 
ture investments and far greater attention to 
good governance — we will achieve a real GDP 
of $3.5 trillion. There can be no doubt that the 
world will respect a $13 trillion country signifi- 
cantly more than a $3.5 trillion one. 

Today, China is the world's No. 1 market for 
mobile phones (it accounts for over 20 per cent 
of global mobile subscribers), and the No. 2 
market for personal computers. It accounts for 
over 23 per cent of the world's purchase of TVs. 
In 2003, Chinas exports to its top 10 trading 
countries were $320 billion, and its imports 
from them were $272 billion. With a production 
of over 220 million metric tonnes, it is the 
world’s largest steel maker; yet it has imported 
an extra 40 million, and accounts for almost 27 
per cent of global steel consumption. It has the 
world's fastest growing appetite for coal, steel, 
aluminium, crude oil and virtually every other 
industrial commodity under the sun. Automo- 
bile capacity in China is set to rise to over 6 mil- 
lion cars by 2010 — for which foreign car mak- 
ers have already invested almost $14 billion. 

I could continue. But let me end with this 
statistic: economic reforms that were unlea- 
shed by Deng Xiaoping has lifted close to 250 
million people out of poverty since the late 
1970s. To China, the key aphorism for gover- 
nance is one of Deng’s maxims: "Development 
is the hard truth." Pity that some of our best ed- 
ucated don't follow that adage, and instead 
adopt another one: “Out with the foreigners, 
running dogs and imperialists.” Bm 
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SHISHIR PRASAD 


Balasubramaniam has been 
with Infosys for a while now. He 
worked in a large oil PSU for six 
years before joining the IT ma- 
jor. Infosys has been good to 
him, because with 10 years of 
experience under his belt in his vertical, 
he is a valuable resource providing indu- 
stry insights and supervising projects. 

On his part, VB (as friends call him) 
has been a loyal middle-level manager. 
He didn't leave during the tough years 
when hardly any salaries hikes came 
through. Then came multinationals like 
Cap Gemini, Accenture and IBM. One of 
them offered VB a 45 per cent higher sal- 











ary. VB turned it down. "They were never | 


going to be as competitive as Infosys or 
Wipro or TCS. The reason why Indian 


| 


ata crucial level of hierarchy, compris- 
ing mid-level professionals like VB. At 
this level, the increasing demand has 
pushed salaries up to a point where 
there is little difference between a mid- 


level person in India and one in other (01011 org 


Asian markets like Singapore, Malaysia 
and China. "The rise in salaries for such 
professionals is both an opportunity as 
well asa threat. We look at it as an oppor- 
tunity to rightsource — jargon for using 
the appropriate country to locate the 
offshore development centre — and ap- 
proach new markets like Malaysia and 
Australia," says R. Ramalinga Raju, CEO, 
Satyam Computer Services. 

Raju's courage notwithstanding, the 
salary rise has been significant enough 
to lower the gap that existed between a 
mid-level US professional and an In- 
dian one. In 2002, the US IT profes- 


Salaries of mid-level IT professionals 





Year USA India Singapore Malaysia China (Shanghai) 
AlE 81,846 47,800 62,000 45,000 51,750 
MIXM 77,949 41,000 56,000 39,000 43,875 
rya 76,450 36,000 53,515 35,000 38,000 





Note: Mid-level IT professionals are managers having 8-12 years experience “All figures in US dollars 


**includes MNCs present in India 


companies’ business model works is be- 
cause the manpower is cheaper. I don't 


think the MNCs have a sustainable | 


business proposition,” he had said. 
VB might want to rethink his state- 
ment now. Over the last three years, sal- 


aries at all Indian IT companies have | 
steadily risen. At Infosys, considered a 


master at controlling expenses, salaries 


| Professionals’). 





used to be 42.97 per cent of total sales in | 


March 2002. This March, salaries were 
49.72 per cent of sales. The rise takes in- 


to account salaries of all employees, and | 


is, therefore, not a huge concern. Espe- 
cially not after the significant rise in out- 
sourcing volumes in the same period. 
The logic is that what the industry loses 
in margins, because of increase in salar- 
ies, it gains through higher volumes and 
the increased tenure of contracts that al- 
low better utilisation of manpower. 
There is a bigger concern brewing 
within the Indian IT industry though — 








Source: US Bureau of Labor Statistics, Satyam, Neo IT, Browse. 


sional's salary was more than twice that 
of an Indian's. But last year, he earned 
only 1.7 times what his Indian counter- 
part drew (See ‘Salaries Of Mid-level IT 
“The gap is definitely 
narrowing,” says Deepak Ghaisas, CEO 
(India Operations) and CFO, i-flex Solu- 
tions. A few years ago, such a scenario 
was unthinkable because the Indian IT 
industry thought of itself as a developer- 
led organisation. The MNC pressure 
was also negligible, contract values were 
smaller, and the size of the organisation 
was definitely much smaller. 

Usually, almost 10-12 per cent of the 


| total staff of an Indian IT company con- 


stitutes mid-level managers. 50 a com- 
pany like Infosys, that virtually doubled 
its headcount in two years, or Satyam, 
which increased headcount 75 per cent 
in the same period, simply needs twice 
the number of project managers, tech- 
nical leads apd programme managers. 
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Indias wage 
advantage 
over other 

countries is 

disappearing. 
That may not be 
such a bad thing. 


Thi 


th 


wage 











“People with such experience have 
always been in short supply as the 
industry is simply not being able to 
generate enough of them through 
the ranks,” says Aseem Marwah, CEO, 
Browse Consulting, a specialised IT 
headhunting firm. 

The task, which is difficult at the best 
of times, is rendered even more so 
because MNC companies need exactly 
this type of talent. A typical MNC hire, to 
start the Indian delivery centre, would 
be someone who has put in about eight 
to 12 years with Indian IT majors, knows 
all process transitioning issues and can 
manage a bunch of fresh coders. In 
the last two years, MNCs have been pay- 
ing 30-35 per cent higher salaries to 
poach people. “The cost push which the 
MNCs started has slowed down consid- 


erably, but what it has done is raise ex- | 


pectations among the mid-level execu- 
tives, who now know how valuable they 
are,” says Marwah. 

The set of companies that have 
borne the brunt of this development 
are, predictably, the medium-sized 
companies, as of now. This is largely be- 
cause these companies need to increase 
the number of customers rapidly. Com- 
panies like Hexaware and Mastek have 
less than 100 active clients, as compared 
to Infosys, Wipro, Satyam or HCL which 
have more than 300. These companies 
need to recruit, what the industry calls, 
‘account openers’. These are people 
who have the selling experience neces- 
sary to start a relationship with Fortune 
500 companies, and to also scale up the 
engagement. Most ‘account openers’ 
fall in the category of mid-level profes- 
sionals who understand the end-user 
industry in sufficient detail to sell IT ser- 
vices to them. Since this resource has 
become expensive, the selling expenses 
for most mid-sized companies like 
Hexaware, Mastek, i-flexand Geometric 
is 18-25 per cent of sales, whereas the 
top four companies have been able to 
keep it below 15 per cent. 

Most of the large companies are still 
unaffected by this change. Laxman 
Badiga, chief executive (talent transfor- 
mation and staffing), Wipro, says: “In 
reality, the impact on us has not been 
significant. Even when we sourced the 
talent from abroad through our return- 
ing India programme, we have never 





INFORMATION TECHNOLOGY 


and TCS will not be in too much trouble 
because of higher salaries for mid-level 
software professionals. The main 
strength of these companies lies in 
their awesome training programmes 
and the large amount of maintenance 
work they do. 

Maintenance projects have a long 
duration, and it is easy to plan and pro- 
vide for manpower. In projects of a 
shorter duration, companies have to 
build a buffer of manpower called ‘the 
bench’ because the exact requirement is 
not known. “Typically, for mid-sized 
companies, the amount of mainte- 
nance work is low as compared to the 
large companies,” says Vijay Baoney, 
analyst, Enam Securities. 

The big Indian IT companies utilise 


their well-oiled training infrastructure | 


to scale up people. A company like Info- 


in spite of a sharp rise in salaries of 
senior-level Malaysian professionals 
over the last few years. "We are thinking 
of making Malaysia a base to get into Is- 
lamic countries' IT markets. There is a 
supply issue there, but if we start now we 
can hope to increase the numbers 
through training programmes in a few 
years," says Raju. 

The company realises that as the 
world IT markets open up, India may 
not necessarily be the best location to 
service them. It could use China as base 
to reach out to Japanese markets, and 
Budapest as a base to get into Russian 
and German markets. “We'll be selec- 
tive. And we'll try and use mid-level pro- 
fessionals strategically to manage a local 
workforce whose salaries aren't still very 
high," says Raju. 

As the salaries at this critical level 


R. Ramalinga Raju of Satyam Computer Services sees opportunity in the narrow- 
ing wage differential; Deepak Ghaisas of i-flex also believes the gap has reduced 


_ Sys can train almost 10,000 people a 


year. What could usually take five to six 
months to teach, the company imparts 
in one or two months. The high stan- 


| dard of training allows Infosys, TCS and 











overpaid.” To an extent, Infosys, Wipro | 


Wipro to use freshers to handle mainte- 


nance projects, while taking expensive, | 


experienced manpower to projects that 


fetch more margins. “Typically, the ratio — 
of mid-level executives to freshers is | 


10:90 on such projects," says an IT ana- 
lyst. By keeping utlilisation of mid-level 
guys restricted to higher margin pro- 
jects, big companies are able to avoid 
margin erosion. 

Some companies have also used the 
narrowing wage differential as a strong 
incentive to globalise — like Satyam. 
The company opened its development 
centre in Malaysia in September in the 


CyberJaya IT Park. It took this decision : 
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tend to equalise across Asian geograph- 
ies, itis now far easier for Indian compa- 
nies to hire local talent without the fear 
of increasing costs. “Today, | can hire lo- 
cally at senior levels and use the over- 
seas assignments to reward top perfo- 
rmers in the India development centre,” 
says Hari T., senior vice-president (HR), 
Satyam Computer Services. Earlier, with 
much lower salaries, Indian companies 
were forced to send people from Indian 
centres, whether they were capable of 
operating in foreign markets or not. 

The silver lining to the cloudy cost- 
push is that with the labour cost advan- 
tage reducing, Indian companies will 
have to increase productivity through 
better training and smarter working 
methods. They will also have to glob- 
alise their workforce to make their 
‘global’ delivery models truly global. Bi 


aal 


— 
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LIKE every other tech start-up in the 
1990s, Juniper Networks has seen it 
all — thegiddy growth before 2000, 
when its stock was trading at $240, to 
the tragic low a year later when the 
stock fell to $4. In 2002, Juniper 
posted losses of $119 million. A new 
phase is now beginning for compa- 
nies like Juniper as convergence be- 
comes the mantra for networks and 
communication devices. Juniper, 
(2003 revenue: $700 mn) is well 
poised to take advantage of that 
trend. Some ofthe biggest spends on 
networking are coming from emerg- 
ing markets like China, Korea and In- 
dia. Juniper is using India as a strate- 
gic R&D centre, hiring Indians to 
develop next-generation routers and 
networking equipment. Juniper CEO 
Scott Kriens was recently in Banga- 
lore. He spoke to Mitu Jayashankar, 
about convergence, its impact on the 
networking market and existing 
communication vendors. Excerpts. 


E Where does Juniper's strength lie? 
Does your networking equipment go into 
telcos or enterprises? 

il We launched the company to provide 
very high-performance backbones for 
telecom service providers. There are 
three parts to our portfolio today: we are 
at the core network of service providers, 
we make equipment for high-speed 


broadband access that one uses to | 


reach the core, and this April we ac- 
quired NetScreen Technologies for $4 
billion, which provides the secure end- 
point. So, for example, when a user ac- 
cesses a network using a device like a 
laptop ora mobile phone, he needs a se- 
cure network that is the first part (secu- 
rity) part of our portfolio. He may be us- 
ingbroadband, which is the second part 
of our portfolio and, finally, when he 
gets to the core of the network, it com- 


pletes the third element of our portfolio. - 


Bi So this is different from Cisco, which 


used to be heavily focussed on the enter- 


prise data side of the market? 


E Yes, because they started in the mid- | 
1980s, by first connecting campuses | 
and then private businesses, But they | 


are now moving towards public net- 


works (phone companies), while we | 























| started in the public networks and are 


moving into the private network space. 
It had been presumed that these two 
networks were separate, and that with 
convergence, a third solution was 
needed which had the intelligence of an 
enterprise network and the scale — to 
connect billions of users and billions of 
devices — of a public network. So the 


| network had to be very smart and it had 


to be very fast at the same time. Juniper 


| came up with the solution. 


W Given that you are much smaller than 
Cisco, doesn't it make sense for you to 
protect your turf rather than get into 


their market? Why not protect your share 


in the service provider market? 

Bi It is not as much a matter of us mov- 
ing towards private networks as it is 
about private networks moving towards 
more public solutions. Think of it from 
the perspective of a user. If I have a de- 
vice and I push ‘Enter’, | don't want to 
know whether my answer comes from a 
private or a public, a local or a remote 
network. The market is going to be de- 
fined by how one provides the answer 
below the device as one pushes ‘Enter’. 
So this distinction between private and 
public gets very hard to protect and, in 
fact, all that people want are answers. 


E Does that mean networks will become 
seamless in the future? 

Bi That is very much the case. I am car- 
rying around a device. When I plug it in 
the office that makes me a private user 
for an hour. When I go home and plug it 
in, it makes me a public user. Trying to 
protect that distinction [between a pub- 
lic and a private user] in the design of the 
technology is not a very good idea. The 
people using that network don't value 
that distinction. 
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B What kind of pressure does this put on 
the network itself? 

@ It is a much more complicated pro- 
position than any network has had to 


_ solve in the past. The largest example we 


have today of any network in common 
use is telephones. But look at what the 
telephone network burdens us to do. We 
have to know 15 or 20 digits of informa- 
tion because we have to tell the network 
exactly which country, region, city, desk 
and phone we want to go, as it knows 
none of that. By contrast, the next gen- 
eration of networks would be like what 
we do on the Internet today. I simply say 
I need to send this to Mitu, I don't know 
where she is, or how to get there, or any 
of that. I just assume the network un- 
derstands all of that, and it does. In 2004, 
there will be 550 million cellphones, al- 
most all of those will have either a cam- 
era, a browser, or both. So in one year 
alone, in one device type, we see half a 
billion devices coming onto the net- 
work — completely mobile, all expect- 


_ ing to deliver video, voice or data to a 


browser. That's the hard part. If I want to 
watch a video clip of a football match, I 
want to watch it in real time. Otherwise! 
will not pay you a premium. What is ac- 
tually a very simple task to the user gets 
complicated for the technology and the 
network, given the huge number of 
users and the volume. 


E There is a fair degree of investment 
that has gone into some of the existing 


_ public networks. How will these players 


now integrate the new technology that is 


| coming in with convergence? 


E The main difference between today 


_ and three or four years ago is that the 


goal then was to get rid of old legacy net- 
works and services as quickly as possi- 
ble, and to replace the whole network 
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with new infrastructure. The goal today 
is very different: it is to take these legacy 
services and make them last as long as 
possible, because the proceeds from 
those networks are the source of capital 
for the new investments that have to be 
made. The key is to spend no more 
money on the old legacy networks; only 
make the investments going forward in 
new infrastructure and in next-genera- 
tion networks. Those are the design 
problems that we solve for our cus- 
tomers with our technology. 


E How have you done that? 

ll Look at the networks we provide in 
Korea, China, Japan or India (for BSNL). 
We build and deploy the infrastructure 
and the backbone, which present them- 
selves to the existing equipment in a 
way that allows the existing equipment 
to travel over the new backgrounds 
transparently. So, if I am a service 
provider like BSNL and offer a new ser- 
vice to the user, the user sees the same 


| ! 
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service and has the same experience as 
he had when he was connected to the 
legacy backbone. But, in many cases, 
the service is now carried over the new 
infrastructure. I am investing in addi- 
tional capacity behind the scene so that 
I don't disrupt my user. That investment 
is being made so that when the user 
wants to add a new service like a 
browser on mobile or a camera or 
broadband access, I can plug that di- 
rectly into the new infrastructure. We 
give the infrastructure for protecting ex- 
isting infrastructure, and deploy new 
services at the same time. 


If the investment is happening 
throughout the network, does that mean 
that every company must have an end- 
to-end technology solution? 

ll Networking is a vertical industry and 
as it evolves it will become multiple, 
horizontal industries. It is like comput- 
ing evolved, when it went from a com- 
puter being a total solution to the 
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concept of personal comput 
ers, operating systems, and 
application software. The 
same thing will happen in net 
working. One ofthe tiers is go 
ing to be consumer electron 
ics, but rather than being 
home stereos, they will be a 
cellphone, a laptop, a serve! 
or a personal assistant, and 
will be entireh 
based. Below that is the net 
work 
where the 


standards 


industry, 
network has to 
process requests of standard 


processing 


devices and connect all users 
to the physical network. 


How strategic is the Asia 
Pacific market for you? 
E One third of our revenue 
comes from Asia-Pacific, the 
same as from Europe. In my 
opinion, the network itself has 
no value unless it is world 


MALLIKARJUN KATKOI 


wide. So it is impossible to bea 
network technology provide 
without having a global footprint. But it 
is true that certain opportunities would 
grow faster than others, India being a 
good example of that. There are onh 
150,000 users of broadband in India to 
day, out of 18 million Internet users. So 
the growth opportunity is high. The 
growth rate in India will be much higher 
than in other countries. 


How big is your presence in India? 

W India is very important to us, but not 
only as a market. We have a develop 
ment centre in Bangalore where we 
employ 150 people. We will double that 
by next year. In sales and support, wi 
have a team of 25-30 people in India. We 
have 19 customers here, including big 
names like BSNL. We recently won a big 
order from Indian Railways, which is 
connecting 38 railway junctions 


For full text of the interview 
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and Zee News’ attempt at business. 

But can the market absorb this rush? 
The first wave of news channels in early 
2003 has just about managed to settle 


down. The dozen-odd 


launches from last (4 BENE A R | 
year are just breaking A ies 


even — some even 
making a profit. The market 
has just expanded from about 
Rs 100 crore to roughly Rs 350 
crore over the last two years. 
So where will the new chan- 
nels fit in? Can they survive? 
The verdict ranges from posi- 
tive to negative — and several 
shades in between. “News 
broadcasting has had super- 
normal growth since 2001 be- 
cause of elections and a 
whole lot of events. Now, 
there has to be some canni- 
balisation from somewhere, 
otherwise how will the market 
keep expanding?” asks Amol 
Dhariya, research analyst, 
Karvy Stockbroking. “In any of 
the news segments, there is 
space for one, maybe two 
players. More than that will be 
suicidal,” says G. Krishnan, 
CEO, TV Today Network. 
However, Prabhat Dabral, 
vice-president (news), Sahara 
Samay, believes: “The market 
can absorb and it will.” 

It will — for two reasons. 
One, there is still a huge 


A second 


OW much news is too much? 
Ask Al Jazeera, TV Today, Sa- 
hara, NDTV, Sun TV, CNBC-TV 
18, and the others. There are 
30-odd news channels, not 
including cable news channels and 
broadcasting news, in India. Yet, about 
10 more channels are going to be laun- 
ched over the next six months. 

There is NDTV's business channel, 
Sahara Samay's channels for Bihar, Ra- 
jasthan and West Bengal, a Hindi busi- 
ness channel from CNBC-TV 18, and a 
business channel from Bennett, Cole- 
man & Co. There is also Star News' (ma- | 
jority held by BW's owner ABP) proposed | 
English and regional language forays | channels from existing broadcasters. 





chors, their opinions and talk shows. For 
too long, we have been a democracy 
where all people could watch was one 
channel with 30 minutes of daily govern- 
ment-sponsored news. This is making- 
up time. We are just discovering the 
colour, texture and sound of so many TV 
channels — what it means to have them 
debating loads of issues, and blaring 
away all sorts of relevant or irrelevant 
news. This is evident from their viewer- 
ship time, which has more than tripled 
two, this time, costs willbelowerandthe | inthelastthree years to over 130 minutes 
impact on bottomline higher. Thisisbe- | a month, according to TAM. Fact is that 
cause the new round of expansion will | Indians love news. They are consuming 
essentially include second or third | loads of it, and clearly haven't had 
enough. You could even argue that for 
India's heterogeneity and size —a billion 
people, over two dozen languages, 100 
million TV sets — there are very few 
news channels. "Even now, less than 10 
per cent of the TV audience watches 

news, says Uday Shankar, 

a CEO and editor, Star News. 


9 It is this very heterogene- 
Y ity that the current round 
seems to serve. Take each 


hunger for news in different languages, 
localities or genres in a market like In- 
dia. It is, as Rajat Sharma of India TV | 
puts it, ‘a big country’. And this hunger 
will be fed by a new and growing breed 
of local advertisers — the kind that 
made Aaj Tak India’s top-rated news 
channel. This channel from the Rs 140- 
crore TV Today, and the Rs 70-crore 
NDTV (which turned profitable this qu- 
arter) have been the biggest success sto- 
ries in news broadcasting so far. And 


Let's take the hunger-for-news argu- 
ment first. News is like cricket or films in 
India, albeit on a smaller scale. It invol- 
ves us, evokes emotion and makes us 

root for, or pooh-pooh channels, an- 































genre that the action seems to 
be focusing on now — busi- 
ness, languages and local 
news. "If you are talking about 
business channels, there is 
certainly space," says San- 

deep Vij, president, Opti- 

mum Media Solutions. "It 
is obviously not a mass 
market, but just like the 
business press, you get much 
more impact per thousand 
people because this is a diffi- 
cult-to-reach audience," he 
adds. The Rs 43-crore CNBC- 
TV 18, the only business 
CHANNE, channel in India, has used 


healthcare, entertainment 
P 
SN 
1/77 
| f+ 


and even consultancy shows 
wave of news channels is about to hit your 


j 


to get an audience that is, at 
times, comparable to a gene- 
ral English news channel. In 
March 2004, CNBC-TV 18 tur- 
ned profitable after four years 
of struggle. It is aiming for Rs 
70 crore in revenues by March 
2005, which is more than the 
total market for business 
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channels and others like TV9 
in Telugu or Sahara Samay- 
Madhya Pradesh (MP) and 
Uttar Pradesh (UP), which 
grab viewership from national channels 
or create their own. Sahara Samay- 
UP&MP is giving Aaj Tak and NDTV In- 
dia a serious run for their money in 
these markets. About 80 per cent of its 
programming is local. "Nothing hap- 
pens in UP that escapes our eye," Dabral 
says. Alternately, look at languages. No- 
body gave NDTV India, probably the 
sixth player in the category and an Eng- 
lish-oriented one, a serious chance at 
Hindi when it was launched in April last 
year. After all, there was Aaj Tak, Star 
News, Sahara Samay National and Zee 
News already catering to that market. 
Yet, it has become the second most- 
watched channel after Aaj Tak in the cat- 
egory, proving the thirst for news. 

Now, on to reason number two: why 
this rush will also be profitable. All the 
three genres — business, local and lan- 


NEERAJ TIWARI 


languages. 


guages — have revenue potential. Busi- 
ness addresses a premium audience, 
while languages and localised channels 
bring in small-scale advertisers. At 
about Rs 4,000 crore, local advertising is 
the fastest growing part of the ad pie. 
"What Aaj Tak did was develop a new 
category of advertisers who cannot aff- 
ord mass entertainment advertising," 
observes Raj Nayak, CEO, NDTV Media. 

He says the second wave of news 
channels, within smaller niches, will do 





*Figures are shares as a proportion of total news viewership across genres and 
Source: TAM Peoplemeter System, C&S 4+ 
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example, 20 per cent of Sa- 
hara Samay-UP's program- 
ming comes from Sahara 
Samay National. Then, there 
is the negotiating power that comes 
from having two or more channels for 
distribution and selling advertising time. 

What problems could the news rush 
run into? "The big issue is cable car- 
riage," says Krishnan. As the cable sys- 
tem chokes on an oversupply of chan- 
nels, operators refuse to upgrade. And 
with a bulkofthe audience remaining in 
single TV homes, distribution could be 
an issue. But that is only in the short run. 
As the platforms for broadcasting, di- 


what Aaj Tak did — get new categories of | rect-to-home and broadband multiply, 


advertisers looking for a solution in be- 
tween national television and regional 
newspapers. For example, a lot of com- 
panies need to spend not for consumers 
but for dealers and distributors. When 
they see the ads of, say Sleepwell, on Sa- 
hara Samay-UP dealers are reassured 
that itis doing enough on the awareness 


TV screen. Can they survive? 


| 


distribution might just become a 
smaller problem than it is now. The big- 
ger issue will be finding enough inter- 
esting programmes and niches to con- 
tinue getting an audience. When that 
stops happening and viewing time 
starts stagnating, Indians would have 
had their fill of news. Ll 








BROADCASTING 
Who's launching what? —€—— 1 
magazines. "We have shown Broadcaster Launchinglaunched Within front. Since many small-and $ 
. that there is value in this cat- NDTV N.A. medium-scale companies | 
ory,” asserts Haresh Cha- ; — cannot afford to advertise 
wia, CEO, CNBC-TV 18. CNBC-TV18 6 months on, say, Star Plus, the most 
In many ways, CNBC's | expensive TV channel, it ma- E 
€ = — a Sahara |] 4 months | sense to take up a high a 
i i l uency campaign on a ] 
NENV and The TonexofIndi- Star News N.A. i Hindi novis cid 3 
a to launch business chan- Zee N.A. at anywhere between Rs 4 
nels. NDTV, for example, has Ne | 1,500-7,000 per 10 seconds. 
been airing business news —— &Co N.A. This can be used along with 1 
between 9 a.m. and 4 p.m., x T1 Sony or Zee to great effect. 
and has a core strength in India TV August So there are gaps in the , F 
the Budget. Its viewership is *Not announced markets, and there are rev- l 
higher than CNBC-TV 18 on LC ETORT AERE EEG C WS 07 LOXOX CUR enues that make those gaps 
Budget days. So if CNBC is attractive. Importantly, these 
making it work, it seems log- Channel revenues are likely to become 
ical for NDTV to launch a — more profitable because the 
business channel, for which Aaj Tak incremental costs of laun- 
it has already applied to the NDTV India ching an additional channel 
Foreign Investment Promo- Star News could be between Rs 20 cr- 
tion Board. Similarly, th — 25 , against the Rs 
Xs of Aiddi news * DD News 100 rore 56 a i takes to 
the need to have more chan- Zee News © set up a national channel for 
nels have been the triggers TV9 Telugu News the first time. After it is set up, 
for CNBC's decision to lau- Sahara Samay alot of the infrastructure like 
nch a Hindi news channel. tiong transponders and people 
Take a look at the action Sun News can be used commonly. The 
in languages and regions. NDTV 24x7 national news could come 
There are scores of cable i —R from the mother brand. For 
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Jack Welch: former chairman, GE 
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-Snigdha Sengupta, Indrajit Gupta - 








T's 9:30 p.m., almost bedtime for most residents in 
Gurgaon, the industrial and residential district just 
outside Delhi. But not for the 600-odd workers at GE 
Capital International Services (GECIS) headquarters 
in Gurgaon's DLF Phase V. They are enjoying an 
hour's break from work, as it is ‘lunchtime’ for their 
customers in the US. And in the cafeteria on the 
ground floor, the buzz is getting louder. The 60-odd people 
seated there have only one thing to talk about: is our company 
selling out? "No one talks of anything else these days," says a 
20-something tele-worker. 

Perhaps, the man in the corner office on the third floor has 
the answers. But he isn't telling. But then, things are simply too 
dramatically poised for Pramod Bhasin, president and CEO of 
GECIS, to reveal all his cards just yet. Officially, Bhasin will 
never admit it (see interview), but several thousand miles 
away in General Electric's (GE) US headquarters in Fairfield, 
Connecticut, the company's global CFO, Keith S. Sherin, is 
quietly closing a potential $1 billion deal. If it goes through, it 
could dramatically alter the lives of GECIS's 16,000-plus work- 
ers— the 600-odd people at GECIS HQ in Gurgaon, the 11,400 
workers in Gurgaon, Hyderabad, Jaipur and Bangalore, and 
the 4,000 at GECIS centres in China, Hungary and Mexico. 

When complete — most people expect it to be in the next 
three months — the deal will bring the curtains down on an 
incredible, seven-vear success story. GECIS was an operation 
that former GE chairman Jack Welch had acknowledged as 
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Jeffrey Immelt, chairman, GE 
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one of the key drivers behind the growth of GE between 1998 
and 2001. Not only did Welch visit the centre in Gurgaon more 


than once, but he also personally showcased its successes at 
GE's leadership seminars. Not surprising: GECIS saved $1 bil- 
lion in costs for GE's operations. If India is acknowledged as 
the outsourcing capital of the world today, a lot of its initial 


hype and strength was derived from GE's captive operations. 
After a blinding run in the initial years, GECIS's cost advan- 
tage had begun to wither away. India now had a pack of third- 
party outsourcing firms who could do the same job cheaper 
than GECIS. And the 9/11 terror attacks struck a body blow 
just when GECIS was looking to expand operations. Suddenly, 
the idea of a 12,000-people centre managing critical processes 
away in India became a liability for GE. More importantly, 
Jeffrey Immelt, who took over from Welch, had none of the for- 


a 
mers fascination for India. Immelt saw China as GE's next big 
bet — and had his own ideas about managing risk and hiving 
off operations that weren't core to GE. 
Thedie was cast almost a year ago, when Bhasin was asked 
to report directly to Sherin. Since then, GE's formidable finan- 
cial wonks have been plotting the sell-off. Highly placed 


sources say GE considered three possible options: a financial 
BUSINESSWORLD 11 OCTOBER 2004 





buyout by a private equity firm, or a consortium of firms; a 

, strategic sale to a large IT services or BPO player; and a possi- 
ble management buy-out (MBO) by Bhasin and his top team. 
Sources say the management team was unable to raise the 

cash for an MBO, something that Bhasin denies. He also 





story 


dismisses a recent report about a possible IPO on Indian 
bourses as “a figment of someone's imagination’. 

Sources close to the deal say it may not be too long before 
Sherin and his team are forced to conclude a deal. Already, all 
official media communication is being redirected to GE's offi- 
cial spokesman in the US, David Jenkins. 

There is good reason for GE to quicken the pace. The news 
trickling out about the sell-off plan has already started taking a 
toll. In the past few months, attrition levels among middle- 
level supervisory staff have jumped — from 15 per cent last 
year to about 40 per cent now. Even 10-15 senior managers 
have also headed for the door in the last few months. 

In the past year, every time the news of a sell-off has 
cropped up, Bhasin's office has specifically denied any such 
plans. However, in the past one month he has issued no such 
denials. That could indicate that a deal may well be imminent. 
In fact, in a recent mailer sent to employees, Bhasin said: "It is 
obvious that we have been more stronger or more competi- 
tive; even attracting investors who want to talk to us, as the 
media have reported." 

Rising attrition levels could dampen the valuation, but 


GECIS is still an extremely valuable buy. With a turnover of 


$350 million — by far the biggest among all the BPO players in 
India — it offers a ready-made platform to scale up operations 


1995. | identify 


as a BPO destination. Andersen Consulting is mandat- 
ed to find a third-party vendor. 1996. Andersen submits 


and 


report: a captive unit is the best option. 1 hired as 
CEO of GECIS. 1997. G kicks off operations. 
2000: y quits, | ) takes 


over. GECIS moves to high-end services. GECIS Asia set up 
at . GEC (in Mexico) becomes 
part of GECIS Global. 2001: Headcount swells to 

. About 500-plus processes move from Europe, 
America and Australia. GECIS now has ` on its rolls 


and transactions of 2! are done out of India. 


2002. : 


head 


r is transferred to GE Connecticut. Collections 
quits to set up ChrysCapital-funded 
>, GECIS structures itself along 
to enable a flatter, seamless structure. GECIS starts opera- 
ry. 2003: GECIS starts pitching for third- 
party business. Rakesh a, head, SBU, GECIS, quits to 
head Amex's captive BPO outfit. 2004. In March, GECIS 
| businesses 


tions In 


puts 
on the block for , Receives bids for 
. Stalls sell-off. In September, GE approaches pn- 


vate equity firms and IT services majors for a 
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in one of the best outsourcing destinations in the world. A 
gross profit margin of 20 per cent (somewhat lower than third- 
party players), allows room to grow margins, by cutting flab. 
Sure, rising salary levels could hit margins, but once BPO facil- 
ities open up in the second-tier towns and as telecom and 
infrastructure costs continue to drop, the outsourcing oppor- 
tunity could well hot up in India. 

That's why some best-of-breed private equity firms and I 
services firms have been circling the prey. Equity funds War- 
burg Pincus and General Atlantic Partners are among those 
expected to come up trumps if GE settles for its first prefer- 
ence: a financial buyout. IT services firms Accenture, Deloitte 
and Touche, and HP Indian software majors TCS and Wipro, 
and call centre majors Convergys and Vertex (GE holds 25 per 
cent in Vertex India) have also shown interest in a strategic 
sale, either through a block deal or for buying it piece by piece. 

The final deal will depend on a set of complex factors. One, 
GE will prefer a block deal because it would reduce the com- 
plications of carving up the assets. Two, GE will also make sure 
that it does not put at risk any of the internal processes that 
GECIS manages for GE's core manufacturing and financial 
l'OBER 
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Pramod Bhasin: “GE would never tolerate a bloated captive’ 


Pramod Bhasin, president and 
CEO, GECIS spoke to Indrajit 
Gupta and Snigdha Sengupta. 


E On the sell-off plans 

E We hold discussions with people 
all the time. In the past, we were try- 
ing to do one or two small deals. Are 
we having discussions now? 
Definitely, with a few selected peo- 
ple. But have we made any deci- 
sions? Absolutely not. GE will evalu- 
ate, just as it does its other business- 
es, strategic options on all its busi- 
nesses. I believe GECIS is extremely 
well positioned, extremely cost-com- 
petitive. We compete everyday for 
business and win. GE customers are 
delighted with us. We deliver produc- 
tivity to them every year of nearly 10 
per cent. Thats a GE norm. 





E On the impact of 9/11 

@ As you know, we are already in 
other parts of the world. We have 
what we think are the most rigorous 
business continuity plans in India. 
We will move to more cities and not 
have huge centres in one place. We're 
moving to Jaipur and Kolkata and 
other cities as well. 











li On lack of cost competitiveness 

@ You know Jack Welch and what he 
stood for. Do you think GE would 
ever tolerate a captive, which was fat 
and bloated? We've had ourselves 
benchmarked by AT Kearney. We 
came out absolutely fine. In two 
products, in fact, much better than 
local competition. 


B On rising attrition levels 

lil Our attrition is less than 40-70 per 
cent of other people's. CEOs of other 
BPO companies have confirmed this 
privately to me. 


B On whether MNCs will reassess the 


| captive BPO option 


Bi A lot depends on familiarity with 
India. I think companies will think 
about captive versus external, given 
the political issues. But a lot depends 
on what you would want to move, 
how proprietary is it, how high-value 
is it. The basic call centre stuff is very 
moveable. And a lot of people may 


. say we dont need to own this, if 
| you've got competent suppliers. 





For full text of the interview, log on 
to www.businessworldindia.com 





Sources insist that only a private 
equity firm with assets under 
management in excess of $5 bil- 
lion-6 billion will be able to put 
cash on the table and also offer a 
high enough valuation. 

There may be quite a few pri- 
vate equity funds in the world that 
could possibly rustle up that kind 
of capital. But not many of them 
have a clear India focus. Except 
for General Atlantic Partners, 
Warburg Pincus, Temasek, Oak 
Investment Partners and Actis, 

Of these, Actis has never 
looked at deals in the BPO space 
before. Texas Pacific Group, one of 
the most successful buyout firms 
in the US, has been mentioned in 
media reports. But so far, its focus 
has been restricted to Europe and 
the US. For them, making a debut 
inIndia with such a large initial in- 
vestment would seem somewhat 
risky. On the other hand, both 
Warburg Pincus and General 
Altantic have done BPO deals of 
this size before. 

There are a few examples of 
how such complicated deals have 
been structured — but none bet- 
ter than the one Warburg master- 
minded in April 2002 to acquire 
WNS, a captive outfit of British 


services businesses. Some loss of control is inevitable in case | Airways. At the end of this fiscal, WNS is likely to hit revenues 


of a sell-off, but GE is likely to plumb for a structure which al- 


lows it to ensure some degree of ‘hands-off control’. Three, | 


even aftera sell-off, GE would prefer not to put all its outsourc- 
ing contracts in one basket. Instead, it would quickly move to 


take advantage of playing off multiple vendors and driving | 


down rates. That's why in the negotiations so far, GE is said to 

have insisted on a 18-month time frame and a fixed-price 

contract, after which it will be free to choose its own vendor. 
What do all these factors add up to? Whoever buys GECIS 


will have to cough up a pretty penny for a block deal. Yet they | 


will also have to contend with the fact that the captive GE busi- 
ness will not last forever — it will just be a good stepping- 
stone. The buyer will have to scale up the third-party business 
and quickly reduce dependence on GE's captive business — 
all in a space of 18 months. That would also mean hiring busi- 
ness development managers and a crack sales team to scout 
for new business — since GECIS does not have too many. 

By all reckoning, not many IT services or BPO services 
firms have the gumption to cough up $1 billion for a buyout 
(See "Who Are The Bidders’). So who does that leave us with? 


of $140 million — the largest BPO player after GECIS, accord- 
ing to Nasscom. It is the best example of how a private equity 
firm spun out a captive BPO unit, scaled it up quickly and cre- 
ated value for its investors. 

How was the WNS deal structured? But before that, why 
did GECIS end up on the blocks? 


Pioneering A Business 


GE had made tentative moves to offshore software develop- 
ment to India since 1994. That year Welch had visited India. In 
his autobiography, Straight from the Gut, Welch wrote: "I was 
optimistic of the country’s brainpower, but our use of it has far 
outpaced my wildest dreams.” In 1995, GE started by off- 
shoring $10-million worth of software services. The number 
doubled in the next three years. 

BPO's turn came in 1997, when Pramod Bhasin took the 
idea to Nigel Andrews, who was senior vice-president at GE 
Capital. By then, American Express and British Airways had 
begun captive operations in the country. A year earlier, GE had 
appointed Andersen Consulting to look for a third-party ven- 
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dor to outsource its back office work. But there weren't any 
that made the cut. So, when Andrews heard Bhasin’s idea of 
setting up a captive centre in Gurgaon, he realised the poten- 
tial was far bigger than envisaged. 

Initially, there was plenty of resistance to sending business 
processes offshore. GE's country manager for India, Scott Bay- 
man, admits in Offshore Outsourcing, a recent book by Nandu 
Thondavadi and George Albert, that initially most GE man- 
agers felt it couldn't be done in India. But after seeing the suc- 
cess stories, processes moved almost automatically to India. 
Welch, who came to see the centre, began to aggressively pitch 
for more processes to be offshored. In January 1999, in a cover 
story titled "Teleworking, Pramod Bhasin told BW: "The West, 
especially the US, is looking for the next cost advantage, and 
that's what remote processing offers." 

Initially, the offshored work was relatively low end: making 
address changes and calls to the US for credit card collections. 
Once it reached critical mass, GECIS targeted non-core activi- 
ties and told potential customers to come for cost and stay for 
quality. The next step was to move up the value chain by offer- 
ing services closer to the core functions of the customers: ac- 
counts and analytics. GECIS brought in experts from the US to 
build the competencies and transition the process. 

At that time, the cost per employee in India worked out to 
$18,000 to $25,000 a year, including compensation, benefits, 
and overhead costs. In the US, it was $40,000. For higher end 
skills like certified public accountants, the differential was 
even higher. In the US, a CPA cost $80,000 a year as against 
$30,000 a year in India. Besides, supply of talent was plentiful. 

Sensing the opportunity, Welch laid down a clear metric: 
70:70:70. In other words, 70 per cent of all tasks should be out- 
sourced, 70 per cent of that should be offshored and 70 per 
cent of the offshored work should go to India. 

As many as 700 processes have been migrated to India 
over the last seven years. They span a spectrum of services: call 
centres and insurance claims processing, accounts payables, 
to very complex processes like supply chain management, 
logistics, analytics and actuarial tasks. 

In early 2001, Jeffrey Immelt took over from Welch. He was 
far more clinical and data-driven — and had none of the adu- 
lation for India that Welch had. Says a former senior GECIS 


manager: “As far as Immelt could see, GE's Indian business | 


had not delivered. We barely do a turnover of $1 billion-plus a 
year. It was a speck in GE's larger universe. On the other hand, 
GE had set itself a $5 billion turnover by 2005 in China. GECIS 
did save about $200 million a year in costs every year for GE. 
But was it core to GE's operations? The answer was a flat no." 

Besides, there was trouble brewing. The events of 9/11 en- 
sured that the world would never be the same again. GE's top 
team realised the importance of disaster planning. Suddenly, 
Welch's 70:70:70 edict seemed like a huge risk. 

GECIS opened newer centres in China and Hungary to di- 
versify risks, adding close to 4,000 people and shifting low-end 
work there. These new centres reported to Pramod Bhasin — 
something that did raise eyebrows in an ostensibly ‘white 
American company’ like GE. “Some Americans did feel that 





Bhasin was becoming too powerful, but as long as Welch was | 


around, no one could do much about it," says a GECIS man- | 


ager. Especially as long as Bhasin was delivering results. 








Private equity funds 


Warburg Pincus: The $9-billion player is an India 
veteran. Currently, the biggest private equity investor in 
India, with total investments at close to $700 million. 
But the real issue is whether it would seek more 
exposure in the outsourcing sector, especially since 
rates are falling. 


General Atlantic Partners (GAP): me 
Daksh deal in April this year remains its high point. The 
BPO sector remains a key focus area for the fund, 
which has $5 billion in capital under management 
globally. But so far, GAP has preferred to work in a 
consortium for any big deal, rather than go it alone. 





Oak Hill Capital: with $8 billion in assets under 
management, Oak engineered the country's first 
management buyout in November 2002. It teamed up 
with Financial Technology Ventures to enable the 
management of Noida-based BPO outfit EXL 
eServices.com to buy out Conseco's stake in the 
company. But Oak does not seem inclined to expand 
its BPO exposure in India any further. 


Temasek: The Singapore government's private 
equity arm has just set up office in India. It has a 
significant focus on the outsourcing business. It 
announced its BPO foray last month with the 
acquisition of a 30 per cent stake in ICICI OneSource. 
Temasek certainly has the money, but being a 
newcomer to the Indian market, it may want to go 
along with a consortium. 


Who are the bidders? 





Even before 9/11 took place, GECIS had already run into 
some heavy weather. In the first five years, the processes that 
were migrated to GECIS were able to shave off costs at the rate 
of 30-40 per cent year-on-year. But in early 2001, the incre- 
mental rate of savings had begun to taper off. “Our internal 
clients from the US would demand additional cost savings, 
but by the fourth or fifth year, we simply couldn't offer them 
those savings," says a former executive at GECIS. 

Part of the reason was GECIS's bloated cost structures. 
Overtime, the management structure had become top-heavy. 
GECIS had hired aggressively in anticipation of new business, 
promoted its managers very quickly and hadn't weeded out 
non-performers. Partly because it was a captive operation, the 
top management did not realise that its cost structure was out 
of sync with the rest of the market. 

In the typical GE contribute-and-grow culture, high per- 
formers were given very high growth. "But when GECIS's own 
growth began to slow down, many of its A-players were sitting 
on high salaries, higher designations, but not enough chal- 
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lenging assignments,” says a former GECIS vice-president. 
Many of these A-players left for more challenging assign- 
ments outside while the non-performers stayed on. “This led 
to a huge leadership problem inside,” says the manager. 

The growth problem unleashed another virus: empire 
building. At a time when growth was slowing down, many 
business leaders went on a hiring spree for support services. 
The dominant psychology was: "the bigger the team, the more 


| 


GECIS 





of these managers is too small,” he says. 
Soon third-party players started pitching for GE's captive 
work. Wipro-Spectramind and ICICI OneSource even pitched 


| for business with GECISS bosses in the US. 


powerful I am." Says a former manager: "Not a man of detail | 


himself, Bhasin did not see the escalating overheads." 


The only way GECIS could continue to deliver higher cost | 


advantages was to transition more end-to-end processes to 
India — but with the new disaster planning norms, that was 
not to be. By now, GECIS was already a 5,000-people strong 


operation in Gurgaon and was in the process of setting up two | 


centres in Bangalore and Hyderabad. It had even hired 5,000 
additional people in anticipation of new business. "But 9/11 
stalled that," says a former senior manager. 


Hitting A Wall 


Meanwhile, the third-party BPO landscape in India was 
changing. By 2001, venture capitalists had discovered the BPO 
opportunity. In early 2002, two deals accelerated the third- 
party wave — Wipro acquired Delhi-based Spectramind eSer- 
vices for $93 million, and Warburgs deal with WNS. 

These BPOs hada distinct edge 
over captive operations like 
GECIS. “GECIS's cost structure is at 
least 20-25 per cent higher than 
any third-party uni,t and much of 
this is because of its top-heavy 
management structure," says a 
former GECIS manager. GECIS 
has 170 V-Ps and 250-300 assis- 
tant V-Ps. "The span of control 
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Global IT/BPO giants 


Convergys: The $2.3-billion US call centre major is 
focused on voice-based services, and would be more 
interested in GECIS's call centre piece. But given GE's 
asking price at $1 billion, Convergys may not be ready 
to bet that high on India yet. It currently employs 7,200 
people in six centres in India and plans to ramp up to 
20,000 by December 2005. 


Hewlett Packard: The $20-billion IT hardware 
major runs BPO operations in Bangalore under HP 
e-Global. It has been looking to strengthen its delivery 
base in India in line with its global push on services. But 
poor revenue numbers in June-August 2003, which led 
to a global management restructuring exercise, may 
stall future expansions. 
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These developments may have triggered off a rethink at 
Fairfield. "After all, BPO is not GE's core business and the 
global leadership obviously feels it is time to re-evaluate 
GECIS' position against global Rols," says a Gartner analyst. 

Also, in 2003, the controversy over offshoring of US jobs to 
India and other emerging markets began to escalate. With a 
huge centre in India, GE was an easy target for criticism. 

Besides, the new chairman had his own agenda. After GE's 
stock price had taken a beating post-9/11, he accelerated re- 
structuring. The insurance business was identified as non- 
core and spun off. “Since a large part of GECIS's revenues 
came from serving its insurance business, it was impossible 
not to consider GECIS as non-core," says a senior manage- 
ment consultant. 

For GECIS, the end game started with Bhasin being asked 
to report to the global CFO. In mid-2003, Patrick Dupius was 


Local contenders 


TCS: The Tata group's $1-billion software services 
subsidiary doesn't have a clear BPO strategy in place 
yet. It has indicated that it may want to focus on pure 
transaction processing services and has made a series 
of acquisitions to demonstrate that. TCS also got out of 
the voice business by selling its 5O per cent stake in 
Intelenet to HDFC. But it does not as yet have the BPO 
expertise required to handle a large and difficult 
customer like GE. 


Wipro: The Bangalore-based IT services major has 

built up significant scale and expertise in BPO through 
the Spectramind acquisition. But it may not have the 

appetite for a $1-billion valuation. 









appointed head of GE's Global Business Processes. This was a 
newly created role to unite all of GE's outsourced, shared ser- 
vices, including GECIS, Global Business Services and their Eu- 
ropean operations under one umbrella. Bhasin would now 
have to get any major decision ratified by Dupius. 

This was a period of great stress for Bhasin. The 34-year old 
Dupius was one of the youngest ‘officers’ in the GE system — 
and been placed on the fast track. Dupius was a man of detail 
and very exacting. He started asking tough questions and de- 
manding that Bhasin cut the flab. "So long Bhasin had worked 
completely unsupervised. This was the first time that Bhasin 
saw his freedom disappear." (Dupius has since quit GE.) 

Bhasin was forced to make an early attempt to fix the prob- 
lem at home. In July last year, the GECIS top brass decided to 
look beyond the captive business to third-party business. The 
GE top brass had reservations about Bhasin's plans — and in- 
sisted that they pitch only for existing GE customers. Sources 
said that GECIS had already booked 1,000 seats at its Hyder- 
abad centre to kick-start the third-party foray. Eventually 
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If GE sells GECIS, could it... 





..change the third-party pecking order? 


It will create the biggest third-party BPO company out of India 


by revenue. The current major players are: 

© WNS ($103 mn; 5,000 people) 

6 Wipro-Spectramind ($95 mn; 11,500 people) 

6 Convergys ($94 mn, 9,800 people) 

O IBM-Daksh ($65 mn; 6,300 people) 

6 MsourcE ($60 mn; 4,800 people) 

@ ICICI OneSource ($42 mn; 4,100 people) 

(All figures for fiscal ended March 2004; Source: media 
reports) 


...trigger a change of strategy in the captive 
BPO business? 












Several multinationals with captive units in India have already 
started moving towards the hybrid model — outsource non- 


core processes to a third-party vendor. Amex, Dell and 
America Online are among the larger captives who are 
currently working with third-party vendors. 


...hasten consolidation and push up valuations? 


Third-party vendors now eam a 10 per cent margin on 


services. This could come under pressure with the entry of a 


large player, following the GECIS sell-off. It will force smaller 
players to sell out. 


those plans were junked (See ‘Cutting Flab and Costs, BW, 24 : 


November 2003). 

And GECIS set up a new pilot CoE (center of excellence) 
called 'external business' under vice-president Anju Talwar to 
build the third-party business. But the company has made lit- 
tle progress since then. If GECIS does go in for a block sale, 
having a third-party tag will help boost valuations. 


In March 2004, Bhasin was asked to put network security : 


and tech help centre on the block. The asking price for the two 
businesses, which contributed $30 million in revenues, was 
$120million-130 million. The front-running bidders were US 
call centre major Convergys, Electronic Data Systems (EDS) 





and Affiliated Computer Systems (ACS). The attempt came a | 


cropper. The dozen or so bids that came in ranged between | 


$40 million-$60 million. Clearly, the valuation expectation at 
three to four times the revenue multiple was out of sync with 
market realities, given that a captive BPO operates with 
15-20 per cent higher costs than a third-party company. 

Sources say GE has still not junked the piecemeal option 
entirely. GECIS is structured along nine CoEs. The collections 
CoE, among the largest and primarily voice-based, could be 
put on the block on its own. It caters to GE businesses like Auto 
Financial Services (AFS) and GE Card Services as well as exter- 
nal customers like US retailer JC Penny. Sources say Convergys 
is a strong contender for this business. 

A piecemeal approach would also fetch GE better valua- 
tions. Many of the services GECIS offers have become com- 
moditised. But in areas like supply chain management, logis- 
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GECIS 


tics and analytics, which are niche expertise areas, the 
valuation could well be as high as three to eight times. 
"These businesses will get commoditised in another 
three years. So this is the right time to extract maximum 
value,” says a Bangalore-based consultant. 

However, splitting the business would mean split- 
ting the knowledge base, which is GECIS's biggest asset. 





The End Game 


That may have prompted GE to shift tack and look fora 
block deal. To start with, the negotiations have now 
been pulled out of Bhasin’s hands and shifted to 
Sherins office. 

Earlier this month, news leaked out that GE has ini- 
tiated discussions with several parties to sell its entire 
BPO business in India. The stakes are high — the valua- 
tion is pegged at $1 billion. The front runners are War- 
burg Pincus and General Atlantic. They could either do 
the deal on their own or lead a consortium of private 
equity investors. Either way, they have an edge. 

This is where Warburg's deal with WNS gives it a 
huge advantage. Nearly 12 months before its deal with 
British Airways, the private equity firm had roped in 
former McKinsey consultant Neeraj Bhargava, who 
had just quit as eVentures India CEO, as entrepreneur- 
in-residence at its New York headquarters. Bhargava's 
mandate: to work out WNS's future business model 
and identify the lines of business that would enable the 
captive to enter the third-party business. 

In early 2002, based on the model crafted by Bhar- 
gava and his team, Warburg made British Airways (BA) 

an offer. The valuation is still not known, but Warburg would 
acquire a 70 per cent stake in WNS. BA would retain 30 per 
cent stake. Warburg is likely to take WNS public once it hits the 
$250 million-300-million revenue mark. Over the last two 
years, WNS had reduced its dependence on business from BA 
to 30 per cent of its revenues. Today its businesses are defined 
along three verticals — airline and travel, insurance and fi- 
nance, and knowledge services. 

If Warburg or General Atlantic and a consortium of private 
equity funds is able to sew up the GECIS deal, chances are a 
new, unfettered GECIS will emerge as a hugely powerful third- 
party player. If sources are to be believed, GE Caps will retain a 
10-20 per cent stake in GECIS. 

A source working on the deal says a leading BPO firm 
would have preferred to snap up GECIS. But since the risks of 
taking on a largely captive business are too high, that risk will 
be borne by the consortium of private equity players. They will 
tie up the new management team’s incentives and also tightly 
monitor the deliverables. At a predetermined time — say, in 
four to five years, GE Caps and the consortium will exit with a 
hefty multi-billion dollar valuation. That's when the strategic 
buyer — probably the leading BPO firm — will step in. 


Clearly, the countdown has begun. EI 


| (With reports from Shishir Prasad and T. Surendar) 
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HIS time around, 
he isn't green and 
mean. He is sleekly 
suited and suavely 
mannered. But 
nobody can deny the Onida 
Devil his due. He remains one 
of the most successful and im- 
portant brand imageries ever 
spawned in India. And his re- 
turn is just as significant. 

Behind his new, urbane 
visage is a brand groping for 
relevance in an increasingly 
globalised industry. In its ear- 
lier avatar, the Devil ushered 
Onida into the top league of 
the colour television (CTV) in- 
dustry at the time the cable 
revolution was at hand. The 
new incarnate is expected to 
save the brand from insignifi- 
cance by taking it to the next 
level of the global game. 

And that has necessitated 
a fundamental change at the 
Rs 1,007-crore Mirc Electron- 
ics, the owners of the Onida 
brand. There's good reason for it. 
Wedged between Korean giants LG and 
Samsung on the one hand and 
wannabes like Sansui on the other, 
Onida is stifled for growth. And with its 





share of the pie stuck below 15 per cent, | 
itisnolongerthe “neighbours envy’ ina | 


market that is global in terms of tech- 
nology, scale and brands. That's why, af- 
ter 22 years of indifferent plodding, Mirc 
is focusing on a wholly new strategy — 
one of attaining a global scale. 

For Gulu Mirchandani, the 62-year- 
old CEO of Mirc Electronics, the reality 
hit home at a personal level too. 
"Abroad, buyers want to know what you 





parts: growing the domestic market, 
seeking export destinations, and seed- 
ing new categories of products in the 
consumer durables market. 


| 
| The Home Theatre 
| 


Mirc's most important bet is on growing 
faster than the domestic CTV market, 
which vields three-fourths of its rev- 
enues (See ‘The Big Picture’). While the 
market is growing at 15-20 per cent this 
financial year, Mirc's volume growth tar- 
| getisa steep 50 per cent. It has already 
clocked an impressive 37 per cent in 
the first six months. 


Mirc fields two brands to flank this : 


are doing. If you say you are doing 2-3 | 


lakh units, it has no global relevance," he 
says. "To survive in this business, Onida 
must have global relevance." 

As the first step, Mirc raised the ca- 


pacity at its Wada plant (100 km north of 


Mumbai) from 0.6 million units to 1.3 
million last year; the new moulding ma- 
chines, chip-mounting machines and 
assembly lines can churn out à TV every 
12 seconds. ( The factory can make up to 
3 million TVs — in three shifts, with an 
extra investment of about Rs 100 crore.) 
This will allow economies of scale. 

But now come the more challenging 
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It’s not just a brand 
statement. It’s the tale 
of how Onida wants to 
scale up and become 

.a player of global 
relevance. By Ranju Sarkar 


heterogeneous market from 
the top end and the bottom. 
While Onida enjoys a pre- 
mium positioning and me- 
dian pricing, Igo was 
launched in 2002 to serve the 
lower end of the market, tak- 
ing on regional brands and at- 
tracting consumers who want 
to upgrade to CTVs. The suc- 
cess of this two-pronged ap- 
proach depends partly on the 
ability to keep the two brands 
from  cannibalising each 
other. Hence, the two have 
been fitted out with distinc- 
tive characters. 

Onida is focusing on 
brand and product differenti- 
ation by leveraging the new 
Devil and working on design, 
sound and features. "Onida is 
enjoying a price premium, 
which we are lowering. But it 
will still not be a price player. 
What we are saying is let us get 
the volumes and try not to ` 
maximise unit margins," says 
V. Chandramouli, vice-president (sales 
& marketing) at Mirc. 

Igo, on the other hand, would offer 
what everybody else offers, but at a 
slightly lower price. "It is positioned 
lower than an LG, Samsung or Onida, 
but higher than a Salora, Texla or Os- 
car," adds Chandramouli. 

The opportunity is currently 
driven by strong macro funda- 
mentals. The market is still 
largely under-penetrated: 
only 20-22 per cent of In- 
dian households have 
CTVs. The replacement @ 
market, too, looks healthy. 











With a faster churn of tech- 
nology, the replacement cy- 
cle has shortened from 8-10 
years a decade back to five 
years now. The replacement 
market (including second 
TVs) has grown to 2.5 mil- 
lion-3 million — almost a 
third of the 9 million CTVs 
that would be sold this year. 

Another thing on Mirc's 
side is the consolidation that 
is sweeping the market. Says 
the CEO of a multi-brand 
consumer durables com- 
pany: "They will do well in 
volumes as there are very few 
strong players in the market. 
At the top level, you have LG 
and Samsung. At the second 
level, you have Onida, Video- 
con, Sansui. And any day, 
Onida has better quality than 
Videocon and Sansui." There 
are other drivers for consoli- 
dation too: earlier, national 
brands were 15-20 per cent 
costlier than regional ones; 
today, the gap is less than 5 per cent. 

But scaling up is a necessity for Mirc 
now, not an option. That's because, with 
heightened competi- 

tion, both unit prices 
and margins have 
dipped; the gross 
margin has come 
down from 25 
per cent 3-4 
years back to 19 
per cent today. 
This year, it 
needs to grow 
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volumes by 40 per cent to retain its gross 
margin. 

The second necessity is of a more ef- 
fective investment in the brand. With 
players like LG spending Rs 150-200 
crore on the brand, the threshold invest- 
ment level has gone up. As advertising 
expenses increase sharply, the cost per 
unit would go up if volumes don't ex- 
pand at least at that rate. 

Though the larger strategy has been 
honed over time, there's a lot of work yet 
to be done on the ground. The company 
needs to strengthen its network, espe- 


V. Chandramouli, vice-president (sales & marketing) and 
H. Sunder, COO (right): Driving the strategy for scale 


The BIG picture 


Within Mirc 





24.6 


Market shares by value 





Brand Market 
share (%) 
LG 25.5 
Samsung 17.3 
Onida 12.0 
Sansui 7.5 
Videocon 7.4 
Philips 6.7 
Others 


Source: ACN-ORG Marg, Aug 2004 


Category Sies m 
CTV 75.0 — 
B&W TV 2.7 
DVD 5.5 

AC 4.1 
Wash. machine 3.0 
Spares & service 3.0 
Others 6.7 


i 


Shares of 2003-04 sales 
Source: Company 
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ONIDA 


CEO Gulu Mirchandani: "To 
survive, Onida must have 
global relevance" 


cially in the faster-growing 
North and the East — regions 
where it has had a historical 
weakness. These regions 
were earlier managed by 
Gulu's brother Sonu, under 
his company Monica Elec- 
tronics. But after rampant fi- 
nancial indiscipline, in 1998, 
Mirc acquired the businesses 
from Monica Electronics. So, 
though Onida enjoys a 20 per 
cent market share in Maha- 
rashtra, its share in Uttar 
Pradesh languishes at about 
6 per cent even now. 

Another legacy problem 
is Onida's skew towards the 
replacement market. Its sales 
mix is still 50:50, while the 
market is 30:70 in favour of 
penetration demand. So it is 
relatively weak in the larger 
segment of the market. 

Also, in a growth phase, 
Onidas preference for direct dealer- 
ships over distributorships could be a 
dampener. Last heard, the company 
was trying to get around this obsession. 


The Global Arena 


Gulu Mirchandani — or GLM, as he is 
known inside Onida — says the bug for 
going global bit him while waiting at the 
Tokyo airport last year, after one of his 
visits to technical collaborators JVC. A 
look at the western markets attracted 
him to Russia, a 7-million-unit market 
(India: 9 million, China: 15 million). It is 
growing fast and though all the big 
brands — Sony, Panasonic, Thomson, 
LG and Samsung — are present, the 
market is fragmented enough for a soft 
entry by another brand. 

After a couple of trips to the region, 
GLM relocated some key sales people 
and found original equipment manu- 
facturers (OEMs) who could assemble 
CTVs in Russia and Ukraine. Unlike In- 
dia, where companies also directly ser- 
vice retailers, these markets are serviced 
by large distributors. So, Onida has tied 
up with 20-odd distributors there. And 
instead of taking on market leaders LG 
and Samsung head-on, it is focusing on 
non-urban markets. 






























ONIDA 


to Russia and Ukraine next year. If noth- 
ing else, it's a reflection of faster re- 
sponse to market shifts from Onida, af- 
ter it was the last to catch the flat TV bus. 

But Russia seems so alluring now 
that Mirc is open to setting up a plant 
there. What stands in the way is a weak 
local component industry. 


his masters » 


This part of the strategy hinges on Mirc's 
Oe” found itself in the middle ability to leverage its channel partner- 





depth m 


In 2003-04, Mirc exported 30,000 
CTVs — to Russia, Ukraine and the 
Middle East; it plans to export 1 
lakh this year. The first six 
months have already seen ex- 
ports crossing the 40,000- 
mark. "With intense compe- 
tition in India, it's easier to 
compete abroad," says GLM. 
That's probably why he has 
set such a heady target for 
2006-07: 1 million sets. But 
can Mirc crack the export 
market? Rajeev Karwal, 


an identity crisis at the turn ships. That's the strength on which it has 
of the millennium. It was, quite launched DVDs, air-conditioners, 








CEO of Electrolux India and literally, between the Devil and the washing machines, and now even mi- 
aformer sales head at Mirc, deep blue sea. crowave ovens. Mirc wants to seed these 
says: "If anyone can do it, By the mid-1990s, the Onida Devil categories now in order to reap the cate- 
its Onida. Their product had run its course in its first avatar. gories take off in earnest. It's a low-risk 
quality and business When the context became irrelevant — model. There are no upfront invest- 
processes are among the with higher penetration, there was ments in manufacturing as most of the 
best in the business." hardly any “neighbour's envy" — and products are being outsourced. 

Mirc's idea is to become people developed a fatigue with the "Their approach [in home appli- 
a low-cost producer and imagery, Onida decided to fade out the ances] is very short-term — to import 
compete with Malaysia, Devil in 1997-98, a while after the and sell. You should be committed to it. 
Thailand and Turkey — the advertising account had shifted from If you remain a fringe player, it wont 
key manufacturers of Avenues to O&M. convert into an advantage," says the 
CTVs after China. Then, for almost three years, the marketing head of a Delhi-based 
GLM contends brand didn't have a baseline. In the durables company. “In CTVs, they are 
that production clutter of feature-based, category holding fort. But they have not done 
costs in India are the same as in China, advertising, the brand suffered. During well in home appliances, which could 
but for an extra 17 per cent in indirect 2000-03, when others like LG were be a drain on Onidas resources. A half- 
taxes here. selling features like Golden Eye, Onida hearted attempt will take the money out 

For the global game too, Mirc has a talked about its sub-brands like KY ofthe launches." 
twin-edged approach: selling the Onida Thunder, Candy and BLACK. That Also, why diversify now? "Earlier, we 
brand and being an OE supplier. But rubbed off favourably on its price didn't have huge multi-product compa- 
GLM is not keen on the OE business, as position to an extent. Towards the end nies as our competition, explains 
the margins are wafer-thin. His eyes are of this phase, O&M pitched for the Chandramouli. But the chief of one of 
on leveraging Russia and reaching for larger account of LG, and was soon those companies pokes a hole in Mirc's 
the lucrative European market. So Mirc replaced at Mirc by Rediffusion DY&R. new-product plans: "They will have to 
is investing in the market, though high A need to put out a consistent invest in design and differentiation, like 
assembly costs push down margins brand message brought in the "May in TVs. In some products, the quality 
even further. But GLM has the job cut cause envy" catch-all. By then, the and design leave much to be desired." 
out: "Once we hit volumes of 200,000, imperatives for growth and going Wouldn't Mirc remain a fringe player 
we will make money in Russia." global were clear. And for that it still? Chandramouli, for one, doesn't 

Going global has spin-offs for the needed brand salience. About 3-6 think so. "It will not make a physical dif- 
domestic market too: it enables one to months back, Mirc realised that ferenceto me in 2004, but in 2007 it will," 
be at the crest of the technological wave salience wasn't to be achieved without says Chandramouli. 
and share development costs across something more clutter-breaking. Onida has survived the onslaught of 
projects. Take LCD (liquid crystal dis- That's when the team fell back on its the multinationals, but can it weather 
play) TVs. Mirc hopes to roll out its first &ood old friend — the Devil. "The Devil this churn within? The Mirc team is con- 
batch by the year-end, though its mar- will help us get a much higher salience fident. “... It appears doable. But it's not 
ket in India is minuscule now. "If you and recall than we would have going to be easy" adds Sundar. Of 
just have a local play, your investment otherwise got from our ad spend," says course it wouldn't be easy: after all, his 
would take a long time to pay back. V. Chandramouli, vice-president company has signed a pact with the 
Since we are in Russia, it is making a lot (marketing & sales), Mirc Electronics. Devil — that too for the second time. M 
of difference in our ability to invest in a Will it effectively solve Onida's l rae DOT uu 
new product like LCD," says G. Sundar, identity crisis for now? Well, let's keep For the Gulu Mirchandani interview 


COO, Mirc Electronics. The company an eye on the swish of that pointy tail. 
hopes to export 15,000-20,000 LCD TVs 
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Trust. That's the reason why EPSON Dot Matrix printers 
have won the PC Quest Users' Choice Award for 3 
consecutive years. 

Chosen by users themselves this is the ultimate proof of 
consistent, enduring reliability. Reason enough, we 
believe, for you to choose an EPSON Dot Matrix Printer. 


...Epson Dot Matrix Printers... 


Toll Free Number 1600 440011 Accessible 9AM to 9PM WWW.&pson.co.in 
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The author is chairman 
and CEO, Ittiam Systems. 





India 
abounds 
in skills 
that make - 
the digital 
wave 
possible, 
and can 
supply 
them to 
the world 
market 


India can crest 
the digital wave 





T times it is hard to keep pace 
with the changes in the high 
technology world — too many 
buzzwords, standards and prod- 
ucts — even for those who are 
technically inclined. Perhaps, life was simpler 
when just two television channels were re- 
ceived via the antenna on the rooftop, giving 
viewers a great choice between a local pro- 
gramme and a national programme! Then, 
moving on to tens of cable channels, condi- 
tional access via set-top boxes, the unclear 
prospect of direct-to-home and the future pos- 


sibility of television broadcast to mobile | 


phones and cars, one could feel a bit overawed 
even in this single area of entertainment. 

Change over to another scenario. The days 
of walking to an STD booth to make a long-dis- 
tance call do not seem that far behind. But how 
fast have we seen the proliferation of STD 
phones at homes to individual cellphones to 
Internet phones (at unbelievably low costs) 
and now, a future of voice-and-video commu- 
nication through a cable box or a PC. 

One can add other such examples, such as 
personal video cameras and emails delivered to 
handhelds. As distinct and complex as these 
may appear, there is one key underlying trend 








that helps to understand all of them. Thatis, the | 


world we are in is moving to digital and, in that 
world, all electronics are being personalised. 


Analog To Digital 


The paradigm shift from analog electronics to 
digital has been happening over the past five to 
10 years, and different people comprehend 
that in different ways. To design engineers, it 
means that they will now be dealing with infor- 
mation that varies in discrete time steps (digi- 
tal) rather than continuously over time (ana- 
log). To maintenance staff, it means they can 
now deal with more reliable and compact 


equipment such as CDs (digital storage) rather 


than error prone and voluminous ones like 
tapes (analog storage). To security personnel, it 














means that they can now introduce the highest 
level of encryption (digital coding) on the infor- 
mation they communicate rather than the lim- 
ited or non-existent encryption earlier (ana- 
log). But, perhaps the best of all these is what 
has come of it for the common consumer — 
electronic gadgets will now be much more af- 
fordable and versatile than ever before. This is 
because digital electronics, by definition, lend 
themselves to very high volume production 
(lower cost) and can achieve numerous func- 
tionalities through software (higher versatility). 

Itis not as if digital electronic processing is a 
recent phenomenon. In fact, computers had 
been digital from their early days. Now the en- 
tire electronics world — computer, communi- 
cation and consumer — is coming to a com- 
mon ground through digital convergence. 
Which is why we are seeing more of consumer 
electronics functionality in communication 
devices like cellphones and other such cross- 
functionalities in gadgets. Digital convergence 
is a phenomenon that is making our lives more 
exciting and efficient, even without us con- 
sciously thinking about it. 

One of the most user-friendly features that 
digital electronics has donated to the con- 
sumer and communication industry is the 
ability to access information instantaneously, 
or ‘random access’ as technical people call it. 
Such a capability was missing, for example, 
with earlier audio or video systems based on 
tapes. Today, with a CD or DVD, we know what 
a convenience it is to locate a song or marka 
single movie frame instantaneously. 


Personalisation Of Electronics 


The digital shift is fairly clear and so are the ben- 
efits it brings in terms of cost, ease-of-use and 
interoperability. But, how does it relate to mak- 
ing electronics more personal or making it pos- 
sible for each individual to get his or her specific 
information needs? 

What digital electronics has done is to make 
the designer think human first, and equipment 


BUSINESSWORLD 44 11 OCTOBER 2004 


next. This is a complete turnaround from the 
1970s and 1980s, when equipment was the 
most precious asset — like a huge computer, 
projection system or a telephone exchange. 
They were so precious that people were 
expected to work around them. The time and 
effort of the people all played a secondary role 
to the role of equipment. Some of the old timers 
can recall booking time at the computer centre 
for a midnight slot in order to get a couple of 
hours of uninterrupted time to finish a project. 
However, it is people's time and convenience 
that have become more critical now — we want 
the equipment to serve the people to make 
things easier, more productive, more fun, or 
whatever. Now, designers have to think about a 
phone call reaching a person, whether he or 
she is at home or office, driving a car or is in a 
playground. Or how you can keep a person- 
alised Hi-Fi audio system with your choicest 
10,000 songs? 

In fact, companies have realised that this 
makes enormous business sense. Putting the 
human first has multiplied the available mar- 
ket manifold. After all, the world would need 
only so many computers when thought in 
terms of a computer per office as against a 
computer for every person. The world would 
need only so many telephones when thought 
in terms of a phone per home as against two or 
three phones for every individual! Suddenly, 
market volumes have gone from a few hundred 
thousands to millions and hundreds of mil- 
lions (more than half a billion mobile phones 
sold in 2003 worldwide). This is a positive spiral 
effect of a growing market, in turn reducing the 
product cost, which in turn grows the market 
even more. 


What Is In Store? 


What can we look forward to as a result of the 
digital trend and personalisation? One of the 
immediate benefits will be the level of connec- 
tivity and information available when we are 
on the move. Mobile phones were invented to 
address the need for 'voice communication' 
while on the move. However, designers have 
long since realised that the need of a mobile 
person is not just talking. There is the informa- 
tion need addressed by limited Internet and 
email access on the phone. There is the enter- 
tainment need which is being addressed by the 
emerging image, graphics, audio and video ca- 
pabilities on cellphones. So, expect to see quite 
affordable phones that will help you take nice 





| 


| 





pictures, listen to music or view video clips. But 
stand-alone multimedia features, real-time In- 
| ternet and data access will depend on the 


expansion of mobile network bandwidth. 

Personalisation will happen in the home 
entertainment environment too. There will be 
media servers that will feed different audio and 
video programmes wirelessly to different 
members of a family, personalised to each per- 
sons taste and delivered at their preferred loca- 
tion in the home, be it the bedroom, garden or 
the balcony. Dynamic content services would 
also be delivered to homes via Internet Protocol 
Set-Top Boxes (IPSTB). 

Offices will become even more digital and 
networking will spread to more public places 
like shopping malls, coffee shops and sports 
stadiums. Wouldn't it be nice to watch the 
replay of a critical moment in a cricket match 
on your handheld, even as you are sitting inside 
the ground watching the match? Digital Media 
Broadcast (DMB) will make television pro- 
grammes follow us wherever we go. 

So where will all this end? Nowhere! It will be 
a continuum. Each of us will be the centre 
around which electronics will revolve. We can 
beas independent as we want to be. And, when 
we wish to interact with others, it will be possi- 
ble at the push of a button. This digital trend is 
made possible by a core competency called 
Digital Signal Processing (DSP). It deals with 
mathematics, algorithms, chip design, soft- 
ware development and building hardware. In- 
dia has an abundance of these skills, and tal- 
ented Indian technology companies will make 
a huge success in the world market by supply- 
ing these digital technologies and products. Wi 
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Post 2050, 
world 
population 
will fall for 
the first 
time in 
200 years. 
What 
could it 
mean for 
the world 
economy? 
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The population 





tables overturned 





HE Malthusian overpopulation 
bomb that scared the wits out 
of so many of us may have fizzled 


out. Demographers have already | 


started writing about a global pop- 
ulation implosion. A new study by the Popula- 
tion Reference Bureau, a private think-tank, 





says that the world population growth is | 


slowing down. In fact, several developed coun- 
tries will see their population drop over the 
next fifty years. 

Japan will lose 20 per cent of its population. 
Russia's will drop by 17 per cent. Chinas 
population will grow by a mere 10 per cent — 
from 1.3 billion to 1.4 billion. Even a country 
like Iran is expected to lose people. About 44 per 


cent of the world's population currently lives | 


in countries where fertility is at or below 
replacement levels. 

India will be an exception to the rule. Our 
population will rise from 1.1 billion to 1.6 bil- 
lion. Others like Pakistan and Nigeria will con- 
tinue to see a tide of births. The total world pop- 
ulation will still jump 50 per cent to touch 
9.1 billion in 2050. But it will start dropping after 
that. This will be the first time in 200 years that 
world population will decline. 

What could it mean for the world economy? 


Recent history offers no clues. We can only | 


guess, but the guesses have started piling up 
in recent years. In the developed world, where 
the dearth of births will hurt the most, the most 
obvious result will be an ageing population. 
Japan's median age will go up from 41 to 49 
years, and 32 per cent of its population will be 
over 65 years of age. Italy in 2050 will have lost a 
sixth of its people, will have a median age of 53 
years, and 35 per cent of Italians will be over 65 
years of age. Other rich nations will also grey, 
thereby putting immense pressure on their 
pension systems. 

That much is well known. But there are 
other, more potent possibilities as well. Con- 
sider this depressing scenario, where the popu- 
lation implosion in the rich countries (and later 


elsewhere as well) will send ripples of trouble 
through the world economy. Growth rates 
could plummet in many countries as the 
supply of labour dries up, while wage rates 
could climb. 

An ageing population will mean that the 
rich countries will save far less than they 
do now. A lower savings rate will mean rising 
current account deficits. So countries that 
are currently exporting billions of dollars 
of capital will have to pull money out of foreign 
economies. There will be less capital avai- 
lable for developing countries like India. So 
they may have to depend less on foreign capital 
to finance their growth. 

The financial markets, too, could get a few 
body blows. The first of Americas baby 
boomers will start retiring by 2010. They will 
sell their stocks and bonds to finance their per- 
sonal autumns. If there are not enough young 
people to buy these assets, prices could col- 
lapse. It'll mean a long bear market in equities 
and high interest rates. Something similar 
could happen to real estate. 

Meanwhile, a country like India will con- 
tinue to have a young population. It'll have 
higher growth and savings over the next 50 
years. We'll be a Malthusian island in a sea of 
declining populations. This will put pressure 
on land and water resources, and since these 
are non-tradable, we cannot import them to 
ease the pressure. All we can do is export peo- 
ple. But how many will be accepted in the West? 
India's policymakers will have to start thinking 
soon about how to respond to these two chal- 
lenges: the pressure on resources because of 
our continuing population growth and the 
pressure on the world economy because of 
declining populations elsewhere. 

The day the Census 2001 was made public 
would have been a good time to start a national 
debate on these two issues. It's unfortunate that 
all attention was focused on just one solitary 
fact — the Muslim population is growing faster 
than the Hindu one. 
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Calpro is divided by genera- 
tions. The older managers 
want fair play; the younger 
ones expect individuals to 
manage their own careers 


MEERA SETH 





ARTI Joseph had an unpleasant departure 
from Calpro India (See 'Arrive In Hope, 
Exit In Pain' case study, BW, 13 Septem- 
ber). In thelast two weeks, many opinions 
have been aired on Aarti, her situation 
and, importantly, what the case analysts 
had to say. 





Scene I: Barista, 6 p.m., Six Management Trainees, Two 
Carrot Cakes And Three Points Of View 


Ranjit: | feel the analyses are uni-dimensional. They both only 
said: 'Calpro is a lousy company, and Aarti has a right to feel 
victimised.' But I feel Aarti is partly to blame. (Stunned si- 
lence.) There are three distinct situations she faced: blowing 
the whistle on a senior, delay in promotion, job downgrading 
and, lastly, a botched exit interview and the vindictiveness of 
the company. She faced all three in a short period. Plus, we 
cant forget that all three are being attributed to her gender. 
That's thick. (More silence.) OK, let's look at the first one. 
Everyone dislikes a sneak. None of us liked the 'teacher's 
pet' who tattled. This behaviour continues in the corporate 
world. If we are in a conference at a resort and one of us gets 
drunk and says something nasty about his boss, would we 'rat' 
on him? No. Aarti should have known that snitching on her 
boss would be perceived as a cardinal sin — she would, for 
years to come, be branded as the woman who 'blew her boss's 
career by blowing the whistle. 
Pervez: OK, now you hang on. My take is, her intention was 
not as much to 'tell on' Desai, as much as to help the secretary 
who was being harassed. C'mon, sending lewd emails! 
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CASE STUDY 


Ranjit: Fair, sexual harassment is a serious issue and corpo- 
rate policies are needed so that the aggrieved person can com 
plain without fear and be heard impartially. Aarti should have, 
asaseniorlady manager, at best counseled the secretary to file 
a complaint and guided her. 

Peter: Sounds solid. Would work if this was America. Truth is, 
Calpro has no policy on sexual harassment 

Ranjit: Wait, let's look at this differently. Maybe Aarti did not 
have all the facts? Besides, she is not even a trained counsellor 
or HR practitioner. Hence, she is not the best person to either 
blow the whistle or counsel the employee. She could have 
ascertained all the facts and then encouraged the secretary to 
follow procedure and complain, find out if others have been 
similarly harassed, and encourage the victims to complain 
jointly. A ‘class action’ complaint will be taken far more seri- 
ously, even by Calpro. Talk to friends within the company and 
build a consensus that some action needs to be taken. Aarti 
should not have tried to be the lone ranger fighting the systern. 
With 12 years in the company, Aarti should have realised that 
she is ‘the system’! When you are 12 years into an organisation, 
you protect, counsel and resolve — not attack. 

Pervez: This man is mad! 

Ranjit: Look, I am only bringing in a new angle; why don't you 
debate it? Iam saying, Aarti could have had a private chat with 
Desai to sensitise him to the fact that the secretary strongly ob- 
jects to his behaviour. He may genuinely have had no inten- 
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tion ofharassing his secretary; he probably thought it was‘fun. | 
This would have quietly defused the situation. Aarti is senior | 
enough to be able to have this quiet chat and be taken seri- | 
ously. Whistle-blowing should be done when other options 
have been exhausted and there is no other way of bringing the 
matter to the attention of top management. 





Peter: But Ranjit, all this is academic; the factis that Calpro has 
no stated policy on sexual harassment. But tell me, if Aarti — 
bore the brunt of whistling, what's the story on the secretary? 
Pervez: It seems she quit soon after, it's an old tale. She did not 
even try to sue Calpro. 

Ranjit: Yaar, you guysare not listening. Instead, what Aarti has 
done is convert a manager vs secretary harassment problem 
into one which is solely about her. Today people at Calpro 
have forgotten Desai and the secretary and the issue, but 





everyone remembers what Aarti did! 
Sneha: Even a dimwit who sees the sequence of events can see 


that they are all related: whistle-blowing on Desai, job down- | 


gradation, no promotion. Unless you are saying Aarti was 
also incompetent, Ranjit. 


ANJIT: A lot of managers face her kind of problem 
and the reasons often have little to do with their 
competence. Aarti has spent 12 years in Calpro. This 
is more than enough time to get a sense of where she 





stands in the company. She should have been able to figure 
out if the denial of a promotion is genuinely due to organisa- | 
tional reasons, or because the company is ‘out to get her. It is 
very easy to feel persecuted and believe that "everyone se- 
cretly hates me because I blew the whistle". It requires more 
maturity to critically introspect and see if, in fact, there is some 





truth in what her bosses are telling her. 

Pervez: From this case study, what were her bosses telling her? 
They said: "Info-systems require lateral thinking." Dasgupta, 
the MD, is supposed to have described her as "not boardroom 
material". It's embarrassing! Anyway, what lateral thinking? 
For the three years since this began, she has headed info-sys- | 
tems, the job created above hers was not filled, and she wasn't 
moved into a 'special projects' kind of parking lot, which is | 
what they do if you are useless. Plus, and this is a big plus, three 
years in a row she gets rated A++ by her internal customers in 
the global network, and they didn't want her to leave because 
of the budget simulation exercise. This does not describe a 
person lacking lateral thinking, please! Oh, and let's not forget, 
she is a much sought after prof at the management institute. I 
was her student for one semester, and I should know! 

Ranjit: OK, | will tell you. For Aarti, the writing was on the wall 





as soon as several of her peers got their promotions and she 
was kept hanging. Anybody in her place — you would, I would 
— consult informally with friends, colleagues and the boss. | 
get the impression that she does not have friends in Calpro, or 
else, why would she chat with a distant friend instead of talk- 
ing to a friend in office who would understand the situation 
much better? A friendly colleague would be able to provide in- 





sights into issues like: does Calpro actually discriminate | 
against women? Do her colleagues honestly think that she will 
not be promoted, or will have no future in Calpro? 

Peter: Wait Ranjit. There is some merit in what you are saying, 
but you are getting carried away by the idea of arguing. I have 








friends in Calpro, but I may not want to discuss a situation that 
plasters me to the wall with my colleagues! And who will she 
talk to? Swami? Bose? Gupta? Vaidya? Arre yaar, these were her 
friendly peers once. Today they are her seniors! Tomorrow if 
you become my senior, will I have the same comfort discus- 
sing a sticky situation like this with you? And her peers; they 
were her juniors. Can she share her career dilemma with 
them? Take a look at Calpro, friend. It's cut-throat, everyone is 


| neatly cosseted in lobbies; won't they snitch? 


Ranjit: No, they won't, that's my point. Besides, Vaidya, her 
boss, was once her peer — so not only would he understand 
Aarti well, there would be less barriers in talking to him. Trying 
to make him feel involved is better than confronting him with 
a'when am | getting promoted?’ Instead one could say: "Look 
Deepak, it's kind of embarrassing; my peers have all moved up 
while I am stuck. I'm sure you'll agree that my promotion has 
been long overdue. Is there a specific problem with me? If so, 
what should I do about it? Or do you think I should realise 
my potential elsewhere?" 

Peter: (laughing ) Iska dimaag kharab hai! Which 
world are you in? If people here were so easy to 
approach, why would this have happened? 
My take is, she was very good, but she was 
not aggressively marketing herself. 
Thoda lobby-shobby karna padta hai. 
Yaar, net-net, the differentiator is your 
lobbying. I don't mean chamchagiri, 
but you have seen Jaggi Bose do it, 
style-se, then it doesn't look like 
chamchagiri, vet you know he is play- 
ing his cards. He will call people home 
for a meal, send cards on New Year's, 
ask about people's families... isn't this 
office friendships? This is what I think 
Aarti did not do. Tom Peters advocates 
people taking charge of their own careers 
and not depending on the organisation. His 
mantra is: ‘You are the CEO of YOU Inc... I don't 
think she ever marketed her role as a prof to the 
company as a strength. Instead, we see two things. 
One, the company views this as a potential liability and 
pins her for using internal data. Two, she seems to have let her 
teaching preoccupation reduce her effectiveness as a man- 
ager without corresponding gains to her career. 

Sneha: This is where the cultural moorings come into play. 
Aarti is a woman with a home, husband, child and a career. 
Women in that compartment — I am not saying all women — 
have less of an inclination to share confidences at work or 
















| make the workplace an extension of their social circle. My 


mom, for example, says that she does not overtly socialise at 
work because it gets stressful; she needs to manage her emo- 
tional clutter, which she does by not catering to emotionally 
stressful situations. This is a real example: my dad can't stand 
some of the people from mom's office. He says: "Dont bring 
them home when I am around." So mom does not call them 
home. Simple. You can argue this, call my dad names, but at 
the end of the day, life is about being happy at home. There- 
fore, Aarti may have been keeping her load low too. I would! 
Pervez: | agree with Sneha. My dad's also like that. 
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Ranjit: Look I don't understand all this. Bottom line is simple, 
bi Aarti should have taken Vaidya into confidence. Why, she 
didn't even warn him she may quit! It would have been good if 
Vaidya had some idea of how she felt, or that she was ‘looking 
out, rather than Aarti springing a surprise on him. If she made 
her boss her friend and ally, he would either have lobbied for 
her or given her frank advice on what to do. 
Peter: Hey, now you are waffling. She was working directly un- 
der him, he knew she was overdue for promotion, she asked 


him three times about it. Are you crazy? If my boss does not - 


promote me, by the second year I would have left and gone to 
Dubai. This lady was decent, I say. She hung around too long, I 
think. Of course Vaidya knew she was unhappy. OK... tell me 
this, whén she actually resigned, then where was Vaidya? Did 
he attend the exit interview? Did he check with HR about why 
she had quit? The resignation also went to him, in her letter 
she had clearly stated ‘lack of opportunities to grow here. 
Then Vaidya could have done something? 
Pervez: Look, the ingredients for a solid mentor- 
mentee relationship existed between Aarti and 
Vaidya. He botched it up. If he had devel- 
oped her well, she could have been a 
strong second line. She is good, I have 
sat in on her presentations, she is fun- 
doo. So the incompetence line of the 
argument falls flat. 

Ranjit: No, I don't agree that Vaidya 

botched it up. She has, in fact, 

alienated someone who should 

have been her biggest ally. 


Scene Il: Swami’, Moment Of 
Reckoning 


Swami read the commentaries to 
Aarti's story twice over, highlighting, 
exclaiming and circling the observa- 
tions. In one place, Achal Bhagat had ob- 
served: "Calpro is an organisation which is 
ritualistic...", ascribing that to the numerous 
processes it had. Swami clucked: "Tchah! How 
else are organisations to run, if not with processes? It's 
easy to pass armchair judgement on how companies need to 
run, but try doing it! If it wasn't for all these processes, we 
would never know where we stand!" Then Swami walked over 
to Deepak Vaidya's room. Sighing, Vaidya said: "She let me 
down. I didn't expect her to walk out on me like this." Swami 
was taken aback: "You truly surprise me, Deepak. I don't know 
how to react to your words! It was you who came to my room 
and threw her resignation on my table and said: 'She is quit- 
ting. You told me to extend her notice period! Are you now say- 
ing you didn't want her to leave? What's wrong with you?" 
"Yes, yes, yes, I said all that, eventually I did want her to 
leave," said a distraught Vaidya. "Everything just led to it. 
Swami, just look at it from my viewpoint. As Aarti's boss, it was 
very frustrating when, over a period of five quarterly reviews, I 
was unable to do something for her. She did not have confi- 
dence in me. The situation got compounded when you did 
that job evaluation exercise and created a level above hers. I 
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CASE STUDY 


pressure to move Jaggi there. Look, I cannot get involved in all 
this politiking, its not my scene at all. I told her just hang on, 
we will sort it out. But even she did not get aggressive about it. 
You know, if she had told me ‘promote me or else,’ | would 
have done something. The last thing I expected was that Aarti 
will quit suddenly, without notice, at a busy time of the year. | 
mean, even when she came to me with her resignation, if she 
had made some noise, I would have done something!” 


Scene III: The Conference Room 


N embarrassed silence hung over the eight men j 
around the huge table. Each one knew what they j 
were about to discuss, yet none had it in him to 1 
even whisper his feelings. If it had been an acci- 
dent, someone would have said: " Bechara, achcha aadmi tha" 
and others would have picked up the cue and emptied their 
feelings. But this was different. Aarti Joseph had quit. In itself, 
the event had not raised any dust. Life went on unruffled. 
Then two months later, her story appeared as a case study. 
Even that did not cause any discomfiture, but the commen- 
taries that suffixed her story did. 

MD Dasgupta broke the silence with: “Frankly, | didn't re- 
alise that's how she felt about Calpro. She expressed her feel- 
ings in very strong words. What do you say, Swami?" 

Swami: | am more disturbed by the observations of the ana- 
lysts. Easwaran says: "When an employee quits, it means she 
has lost faith in the organisations ability to address her aspira- 
tions." We have 1,500 employees; if I take in every employee's 
aspiration, how do we run this place? 

Shirke (technical director): Isn't that what running an organi- 
sation is about? Your organisation is people. Mine is the plant. 
If even one nut is loose, I have to fix it if my organisation is to 
run effectively, no? 

MD: Shirke has a point. Even so, now that I see her situation as 
she felt it, taking all acts and deeds put together, | am asking all 
of us: “What could we have done differently?’ 

Jaggi Bose: Equally important, what could Aarti have done dif- 
ferently? People are equally responsible for their careers here. 
She just upped and left one day. No one had an inkling. Vaidya, 
did she even hint at it? No one knew her plans! 

If she had dropped broad hints about leaving, the office 
grapevine would have picked it up. If indeed Calpro did not 
want her, it would not have put any obstacle in her path about 
notice period, etc. If, however, the company felt she was a 
valuable resource, her hints that she was looking for other 
offers would have prompted us to look seriously at her case. If 
nothing was possible, we would have told her so point blank. 
Either way, the parting, when it came, would have been more 
amicable. Also, she implies that Calpro does not have any 
mechanism to listen to its people, but what did she do to make 
herself heard? Some of the angst and questions she posed to 
her friend, is what I would expect from a management trainee 
(MT), notsomeone who has been here for 12 years! 

Shirke: I find that unfair, Jaggi. Everyone here seems to know 
how she should have behaved. But we need to be addressing 
how we should have behaved. When a person waits three 
years fora promotion, she has effectively lost two promotions. 
Do we have something to say there? And why do we want 


wanted her to be elevated to level three, but there wasso much | office grapevine for employee intelligence? Don't we have HR? 
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And you say, for a 12-year old employee she behaved like a MT. 
But you treated her like one! Did you accord her that much se- 
niority and give her lucid reasons for why she was not being 
promoted? Worse, when she told you, Swami, that she would 
not serve three months notice, what did you say? You said: “Oh 
there can be complications, everyone knows about the model 
you are working on!” That is ‘mafia’ language, completely un- 
acceptable. | am stunned! 

Swami: OK, | take your point, that was a heat-of-the-moment 
remark when she ditched us. Let's not get overcome by mis- 


placed emotions. Let's look at all sides. As far as HR goes, my | 


dooris always open to anyone who wants to have a chat on ca- 
reer or anything else. And Aarti, of all people, should have 
done this, we were friends for so long.... We do survey our MTs 
about how they view their jobs and training, but you dont ex- 
pect us to handhold somebody with Aarti's seniority. And, 
look at it from Vaidya's point of view too. It is unfortunate that 
Aarti did not capitalise on her long association with Vaidya. 
Don't forget, not once did Vaidya grudge her the time she 
spent on those models! And truth is, she was working on that 
model, and she was using Calpro data. 


CASE STUDY 





monise has to come from experience, not hypothesis! And 
one thing — I do not think people should make capital of their 
relationships with people at the workplace. Sounds sordid, 
coming from you! 

MD: Shirke, relax, your point is taken. But now let us exam- 
ine what the analysts are saying. Easwaran says there is a 


serious gap between our stated intention and actual practice. 


And no, we are not debating that now Jaggi, Swami will hire 
a consultant to do the benchmark study that Easwaran 


| talks about for evaluating employee experiences. And my 





feeling is that study will corroborate Bhagat's diagnosis: 
‘Calpro (has a problem) — has too many people who only 
believe in themselves.' 

Jaggi: Point is, how much of all this do you want to believe? An 


_ analysis is being written in isolation, whereas we are the men 
. onthe spot... 
_ MD: And that is why we will examine the diagnoses against 





Shirke: For what? To validate her hypothesis! What's wrong | 


with that? Was she publishing it in HBR? Or was she using 
that to teach 20-year-old students? Why, I use my experience 
here when I talk at the CII. Am I culpable of breaching confi- 
dences? I have a social responsibility too, and what I ser- 





actual findings. 


WAMI: What findings are we going to get from Bha- 
gat's diagnosis that Calpro is gender-insensitive? I take 
strong objection to it. At HLL, I happen to know, there 
are no women managers above grade four. So is it a 
gender-insensitive company? We are sensitive to our women, 
but sensitivity does not imply career mobility at the cost of 
organisational issues! 

Shirke: Then read what Bhagat says: “Calpro believes in status 
quo...” As we evolve, the country evolves, the world evolves, 
dynamics get recast. Your continued belief that women are 







. contrary to organisational growth needs is the status quo. 
. Continually revamping, rethinking, reiterating the variables is 


sensitivity too — and in sync with change dynamics. 


| MD: These are big things to say, and yet it is another thing to 


put them into action, Shirke. There are numerous internal 
combinations of people, attitudes and circumstances which 
need working on. But what startled me was the rest of that di- 
agnosis where Bhagat says that preferring the status quo im- 
plies impending failure. 

Shirke: Decoded it means fear of change. And fear has its gen- 
esis in low self-esteem, in believing that the change is larger, 
bigger, greater than me or my capabilities. That fear causes 


| one to retract and hold on to the status quo. Swami... I have 





said this before, I say it again — stretch to your potential, don't 
hold back. 

MD: But how does lowself-esteem' lead to his concluding that 
we are a violent organisation? That was too much! 

Jaggi: He is linking it to Aarti's feeling of being violated. But 
that, I think, is a reflection of her inner imbalance. Twelve 


| years in an organisation and she is still groping; whose prob- 


lem is that? Every organisation has some elements like her. 
Does that make them violent organisations because some 
people have not found their levels? In business schools, it is 
often said that 'organisation behaviour' is the only subject 
that will be relevant when one starts working. Aarti has only 
herselfto blame if she is unable to get a handle of the organisa- 
tional politics and inner workings of Calpro. 

Shirke: And thus we come back full circle, Jaggi, to: "Calpro is 
anorganisation of people who only believe in themselves." Mr 
Dasgupta, now let's forge a way ahead. E 
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pe 1: Jayaram Easwaran 


helpless because they have very little in- 
fluence on most things that are their 
area of concern? Is it possible to create 
an environment in which all sections 
| and levels feel equally connected? 

I am aware of organisations that 
| conduct employee programmes for all 
inductees as part of the orientation. 
Some organisations also run robust 
| ethics training programmes covering 





adopt some of these practices after the 
benchmarking study. 
Lets now cut to the conference 





cerned, and adopts a problem-solving 
approach in which he tries to make the 


| cellent sign, and augurs well for Calpro. 
i | Consultants would, at best, offer ad- 








Dasgupta and his team that are truly ca- 


employees at all levels. Calpro could | 


room. The MD seems genuinely con- : 





' others feel less defensive. This is an ex- | 


employee takes a decision to quit, it's 
because he/she has lost faith in the 
organisation' ability to address their as- 
pirations. Sometimes these concerns 
are real, while very often they may just 
be perceptions... more a function of 
inadequate communication." 

It is a fact that employees ultimately 
experience the company through their 
supervisors. An effective and caring su- 
pervisor will create high engagement 
levels between the employee and the 
company, and vice versa. The pay-off 
from this is huge. Morale is high, attri- 
tion is low and employees willingly 
release their energies in pursuit of 
organisational goals. 

Marketing gurus tell us that every 


. brand offers a promise to its customers. 


derstanding of the situation. It's only | 


pable of diagnosing and correcting the | 


vice based on their experience and un- 
The author is an alumnus of IIM-Ban- 
galore, and vice-president (human | 
resources), Hughes Software Systems . 


situation. It may be useful for them to 
bring on board someone with the right 
exposure, experience and track record 
to play the devil's advocate and help 
Calpro introduce new initiatives to- 
wards creating the desired culture. 

Let me take the opportunity here to 
respond to Swami, who says: "We have 
1,500 employees and if we take in every 
emplovee' aspiration, then how do we 
run this place?" On the face of it, this 
sure seems a daunting and an insur- 
mountable task. While I am tempted to 
agree with Swami, let's examine how 
this can be addressed differently. In my 
earlier analysis I had said: "Whenever an 


SIhadsaid in my earlier analy- 
sis, Calpro is not unique in 
their experience, and most or- 
ganisations face similar situa- 
tions to varying degrees. The moot point 
really is: ‘How do organisations choose 
to deal with this?’ Do they acknowledge | 
that they have a problem and deal with 
it, or do they go into a denial mode? 

The management trainees were 
quite candid in their views. It is not un- 
common to hear such diverse view- 
points. The responses vary depending 
on the individual's level, perspective 
and degree of empowerment. What they 
are saying is that one needs to be cau- 
tious in this company. Every individ- 
ual ought to be aware of the dynam- 
ics in the organisation and learn to 
operate within that, learning to 
use people and processes to one's 
advantage. Ranjit seems to advo- 
cate going with the flow and not 
rocking the boat. 

It would be useful for Dasgupta 
and his team to ponder over some 
of the dimensions of Calpros cul- 
ture. Is it possible for organisations to 
create cultures that nurture rather than 
threaten? How do you deal with situa- 
tions where Aarti and others like her feel 
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And it's the brand' ability to continue to 
deliver on its promise that ensures long 
enduring relationships between the 
brand and its customers. 

Similarly, there is a brand promise 
vis-à-vis employees. All recruitment ad- 
vertisements and campus presenta- 
tions promise to offer everything that 
people normally look for while making 
career choices: opportunities to contin- 


| uously learn, grow and retain their mar- 


ket value as individuals, and transpar- 
ent, open and meritocratic cultures that 
value and foster individual dignity. 
There is a brand promise here, and 
so long as employees continue to expe- 
rience this, they stay connected with 
the brand. Certain organisations have 
attempted to create a connection 
between brand promise and brand ex- 
perience. In one case, the stated philos- 
ophy is that no single individual can 
make or mar another's career (brand 
promise). And the policies that help en- 
sure this (brand experience) are 
W Regular skip-level meetings where 
second-level supervisors spen time 
with individuals at least once in 
six months. 
W job rotation every 18 to 24 
months 
E Attempts to change portfolio, 
and/or location and/or super- 
visor during promotions of a 
certain level. This ensures that 
more than one person has over- 
sight of key personnel 
Dasgupta and his team need to un- 
derstand the expectations their employ- 
ees have from 'Brand Calpro. s 








ostudy analysis 2: Achal Bhagat 


| clarify and then interpret. I do all this 
without judgement. Through conversa- 
tions, people discover their own pat- 
terns, and my job is simpler because I do 
not have to find solutions. People find 
their own solutions. My job is to help 
| people look where they are not looking. 
The case study is only open for obs- 
ervation and comment. There is no par- 
ticipation and clarification, so the pro- 
cess is limited. The analysis may thus 
_ seem to be one-sided. However, I try to 
maintain my neutrality. There are only a 
few times that I am judgemental. | use 
| judgement as a strategy when I feel the 
organisation is so steeped in social 
truths like gender discrimination and 
. violence that it will be difficult for them 
to change. Judgement works as a way of 
shaking people out of their slumber. 








stand by that. The reason I call them in- 
sensitive is because they are not even 
aware how there is a systematic and 
repetitive pattern in the way they use 
the language, like when they shout: "We 
| treat our women well!" A secretary was 





The author is is a consultant psychother- 
apist and psychiatrist at Apollo Hospital. 
He works with organisations on mind- 
related issues, and also heads Saarthak,a | sentlewd mails and then eased out after 





voluntary non-profit organisation for | the whole issue blew up because of 
mental health services. . Aarti's sensitivity and integrity. Desai, in 
fact, got protected and promoted. What 
message does that send to the rest of the 
organisation? The first message is: do 
whatever you can, you will get away 
with it. The second is: men are in control 
and women are not valued. A hundred 
diversity roll-outs cannot change this. 
Yes, Ranjit, some people have to 
_ speak up while others are spineless and 
. avoid conflict. There are some non- 





CAN quite understand that there 

was a furore at Calpro after the last 

case analyses. We all have a certain 

view of ourselves, and when that 
view is challenged there is a response. 
The response is sometimes an 'ah-ha' 
phenomenon during which the organi- 
sation recognises what was happening 
and sets a correcting course. The re- 
b sponse at other times is: “Our perspec- 
tive has not been heard, if we had been 
heard the analyst would have under- 
stood what was actually happening.” 
The third response is: “The analyst 
does not know what he is talking 
about; he is out to hurt us.” 

The furore at Calpro is full of 
possibility for change. It encom- 
passes all three responses. Shirke 
recognises what is wrong. Swami, 
Vaidya and Jaggi know what is 
wrong but they have reasons not to 
address it. The MD does not want to 
believe what is wrong, and looks at 
the evidence and ignores it. 

Before I go further, let me share with 
you how I do my work. When I work with 
an organisation I observe, I participate, | 
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I said Calpro is gender-insensitive.] | 


negotiables in ethics, and sexual harass- 
ment is non-negotiable. Aarti did what 
any good manager loyal to her company 
should have done, which was not sweep 
abuse under the carpet. She paid for it. 
But personal growth cannot come in the 
way of someones rights. The cost of 
keeping matters quiet is that someone 
may have to live with a negative belief 
about themselves, about the world and 
about their future all their life. So, Ranjit, 
do not wait for protocol when you see 
abuse and harassment. Do not blame 
the victim. Trying to achieve consensus 
on this is only another name for telling 
the woman that it was her fault that she 
got abused. Ethics cannot be relative. 
The Roman Empire and the British 
Empire are gone. My dear knights in 


| shining armour, Swami, Vaidya, and 


Jaggi, these are not 'our' women whom 
we treat well. They have a right to be 
treated equally. Please do not open 
doors for your women colleagues and 
say ‘ladies first’; itsmacks of your superi- 
ority. But please do not close doors of 
the boardroom for women either. 

Human resource management is 
not a charity. It is a process of recognis- 
ing potential in a non-partisan manner 
and ensuring equal opportunity for 
individuals to align with the goals of the 
organisation and succeed. 

Į also said Calpro is ritualistic. I stand 
by it. Itis important to have processes in 
an organisation. How else would you 
manage an organisation? It is only when 
the learnings from these processes are 
not used to change how we run the 
organisation that an organisation 
becomes ritualistic. The processes are 
not a fashion accessory to be put up as 
photo displays and forgotten. 

I said Calpro believes in status quo. | 
stand by it. If metrics are not used to 
change, if you rationalise all your 
past mistakes, then you believe in 
status quo. If you believe in status 
quo, then you decay because you 
ignore the evidence around you. | 
said Calpro is violent. I stand by it. 
If you threaten people, if you 
aggressively take away what is 
rightfully theirs, if you do not allow 
them to say what they have a right to 
— it is violence. 
Calpro needs to change. I stand by it. 
We all need to challenge how we view 
women. Ranjit, you too! * 


pu analysis 3: Leena Nair = : 





Back to 
basics 


The author is business human resources 
manager for Home and Personal Care 
(HPC) at HLLand a member of the man- 
agement committee of the division. 





HE past is of little use unless it 

is used to learn and grow from. 

This is particularly true for Cal- 

pro and Aarti — both have an 
opportunity to reflect and learn from 
the past. The main problem at Calpro 
was its culture, which lacked trans- 
parency and engagement — symptoms 
of a deeper malaise. At Calpro, it is prob- 
able that success brought inertia and ar- 
rogance. These, in turn, manifested into 
defensiveness, a desire to hold on to sta- 
tus quo, low levels of listening, etc. 

The good news is that the top team 
at Calpro has taken note of the valid ob- 
servations made by Jayaram Eas- 
waran and Achal Bhagat. | would 
like to add one more. Calpro needs 
to get back to basics. It needs to 
found initiatives like 360-degree 
team-building and leadership- 
building on a simple factor: spen- 
ding time with people and telling 
them honestly where they stand. 

The need for a rigorous perfor- 
mance management system is evi- 
dent by the fact that neither the com- 
pany nor the employee was sure about 
this question: ‘Was Aarti a valued em- 
ployee?’ People other than Aarti's im- 


| 


| 
| 


mediate boss should have looked at her 
track record and created an aligned 
‘company view’ about her. It should not 
have been just her immediate boss who 
had the responsibility for developing a 
career plan and communicating it. 
Aarti may not have been 'board- 
room material’, but that does not make 
her less valued. Core, high performing 
managers who deliver consistently and 
have functional competence are very 
valuable. If an immediate promotion 
was not possible for someone like Aarti, 


Calpro should have explored other ways | 
. heaval that both individuals and organi- 


of keeping her: a higher salary incre- 
ment, awards/special bonuses, enrich- 
ment of job, etc. A career counselling 
session with her ‘boss's boss to reassure 
her that she was valued would have 
helped retain her too. 

As a company, Calpro needs to use 
one-on-one interactions and focus on 
group discussions to engage and listen 
to employees. Both the management 
and HR need to do it, jointly and inde- 
pendently. If an exit interview feedback 
surprises an HR person, it is obvious 
that he/she has not been in touch with 
people. In Aarti's case, HR did not play 
its third umpire role — it did not even 
have a point of view about her. 

Now, what could Aarti have done 


| differently? Did Aarti really explore all 


the options available to her before trap- 
ping her boss? She had the option of en- 
couraging the secretary to file a com- 


plaint to the CEO or HR head, thereby | 


also coaching her to fight her own bat- 


| tles. Calpro may not have had a sexual 


harassment policy, but it is unlikely that 
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a CEO or HR head would choose to ig- 
nore a complaint of this nature. Another 
option she could have used was to skip a 
level and have a quiet word with her 
'boss's boss’. If she had paused to con- 
sult trusted peers or friends from Calpro 
or from other organisations, she would 
have internalised one tip: to remain 
anonymous. She could have got the in- 
formation out through a trusted friend 


| oran anonymous letter. 


The sense of paranoia and persecu- 
tion that Aarti felt and the hate mail she 
received are part of the emotional up- 


sations experience after whistle-blow- 
ing. If Aarti had consulted others who 
have trudged this path, she would have 
been better prepared emotionally to 
manage the consequences. 

Aarti needs to be conscious that the 
greatest challenge she faces in getting 
integrated into the mainstream is the 
exclusion from the informal networks. 
The onus of ensuring that she is clued 
on to the undercurrents and linked to 
the grapevine will rest on her. The great- 
est service she could have done to Cal- 
pro and the other women that will fol- 
low her is to challenge some of the 
existing mindsets. 

Aarti needs to ask herself: "What are 
my beliefs and assumptions that trans- 
late into behaviours of ‘wait and toler- 
ate’ rather than ‘confront and resolve?" 

Aarti has raised the issue of promo- 
tion, but did she raise it with authentic- 
ity? Vaidya was not in touch with the 
pulse of his people, so Aarti needed to 
ensure that he understood the message 
clearly by giving him an ultimatum or 
pushing for a joint meeting with Vaidya 
and his boss and HR. 

She could have leveraged the power 
of positive, action-oriented convers- 
ations. This would have shifted 
the emphasis from ‘why am I not 
getting my promotion’ to ‘what 
can I do to support you to raise 
my case favourably for a pro- 
motion?’ If she had done this, her 
boss would have gone from feel- 
ing evaluated and defensive to 
feeling that Aarti trusts him to 
fight her battles. 

Aarti would do well to remember 
the saying: ‘If it's to be, it's up to me.’ Be- 
cause there are no perfect organisa- 
tions, and no perfect bosses. fe 


AM i TEE 
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Winning comes with its disadvantages. 
Looking for your name, for instance. | 
| 














" Winners of Clock-cum Calendars Winners of Electric Shavers 
For draw held on September 15, 2004 For draw held on September 15, 2004 
Subs. No. Name Address . Subs No. Name Address 
233020 M Sampath Kumar Bangalore | 233285 . Bandeep Borah Assam 
233338 H M Mehta Kolkata 232765 Chandan Bihari Nandi — Barrackpore 
233342 Gaurav Bajaj Shillong | 233115 Vidyadhar M Gavhankar Thane 
233374 PrakashV Pattihal Bijapur | 233198 Ashima Gandhi Delhi 
233370 Piyush Kunal Gandhinagar | 233159 Gaurav Sachdeva Punjab 
232720 R Ranganathan Bangalore | 233063 Dedhia Rakesh Thane (W) 
232983 L Ravikanth Vishakhapatnam | 233257 Hiranand Shahani Delhi 
232749 Binod Kumar Bagla Howrah | 233357 Rahul Beha! Varanasi 
232792 Gurcharan Singh Kolkata | 233153 Ritu Sidana Mumbai 
233165 R Rakesh Bhopal | 23298! Piyush Saddi Jaipur 
232834 K Gopal Chennai | 232879 Raj Kumar Goenka Kolkata 
233180 AS Cruez Rodriguez Chennai | 232877 Ashfaque Mohammad Pune 
232865 Sugumaran Babu Jain D & Nh, Ut | 23312| Harsh Enterprise Thane (E) 
233118 = Abhishek Bhatia Pune | 232818 Nelson B Solomon Mumbai 
233232 RR Chowdhry New Delhi | 232848 MM Chopra Kolkata 
233091 Sukhdeep Singh Gill Mumbai | 233308 Amit Manchanda New Delhi 
232785 Sathish Aradhya Bangalore | 233084 . Huzefa D Ghadiali Mumbai 
233103 . MuthuKrishnan PM Kerala | 233177 Dilip Kr Singh Rourkela 
233029 Image Orissa | 233296 Himanshu Sapra Rajasthan 
233233 Anand Trehan New Delhi | 225731 Librarian Sikkim Manipal Institute of 
Technology, East Sikkim 
c with t) | 
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The author advises, guides 
and occasionally invests 
in businesses. He can 

be reached at 
mahesh@passionfund.com. | 





When it’s better 
to lose acustomer 








customer costs far less than win- 

ning anew one, and we must subli- 

mate our needs to serve that of the 

customer, and the customer is al- 

ways right and CRM is our religion and custo- 

mer delight is all that matters and blah-di-blah. 

But stop to think for a moment — are all 
customers really worth your time? 

Somewhere in this heretical question, I be- 


HE customeris king, and keepinga | 





| lieve, there is a grain of truth. Most businesspeo- | 





In all this 
clamourto 
retain 
‘high 
profile’ 
customers, 
are we 
missing 
the basics? 








| ple know in the back of their heads that some 


customers are just not worth keeping. One lotis 
those covered by what cellphone and credit 
card companies try to fight — called ‘churn. 


I don't usually pay a lot of heed to what | 
passes off as marketing research, but Harvard | 


Business Review had a couple of articles that 
seemed to ring true to experience. One, written 


| awhile ago, mentioned that the high-profile, 


high-value customers, the very same ones that 
companies fight tooth and nail to retain, might 
just not be worth it; for they demand the most 
service, support and discounts. It costs more to 
maintain them than it does the average custo- 
mer. And, the average customer is more prof- 
itable to maintain than these high-flying ones. 











the celeb. They'll go belly-aching somewhere 
else, and cause those guys a loss. So be it. Con- 
centrate on the profits your customers gener- 
ate — not square centimetres on Page 3. 

The second set of dumpable customers, to 
coin a phrase, is more interesting. It involves 
another supposed Holy Grail of marketing — 
brand management. A brand manager is char- 
ged with shaping products to his (or, to not be 
sexist, her) target audience. And, as the tastes 
and likes of this audience changes, many feel 
the need to change the brand to keep pace. 

We've seen the examples. Whether it's a Ra- 
sna that's trying to keep pace with the suppos- 


_ edly modern, liberated housewife and failing 





Anybody who has ever managed film stars | 
| andcelebrities, oris in the hospitality and travel | 


business, can probably vouch for this. The se- 
cret is this: many of these hi-fi folks don't pay for 


what they use. Film stars rarely pay for first- | 
class air tickets or hotel rooms or even their | 
| drinks — their producers and hangers-on do. | 


Models rarely pay for clothes — they get them 


| gratis; many even expect to be paid for them. 


Top business houses get the deepest 


| discounts at hotels — indeed, that CEO on the 


executive floor is probably paying less for his 
sea-view suite than you are for your poky gar- 


| den-facing room. Hi-fi socialites rarely pay for 


miserably — or a Maggi, with similarly atroci- 
ous results — we go backto our Kotlers and Ries 
& Trouts, up our ad spend and wonder why. 

The reason is simple. We're doing the wrong 
thing by trying to grow with our customers. 
Once they're beyond what the brand offers, let 
them leave. If you're smart, you'll have another 
brand up the value chain that you can push 
them fo. Car marketers (outside the clueless 
Ford and GM brands) know this well. When you 
go past a Toyota, you come to a Lexus. When 
you go past a Skoda, there's VW, then Audi, and 
then Bentley — all from the same company 
and, in many cases, the same assembly line. 

As long as there are other people who keep 


| coming into the ‘net’ of your brand, it's fine to 





the best seats at the best events. So, if you'rea | 


hotelier faced with a choice between the aver- 


age paying customer and one of these famous 
sorts, what do you do? My suggestion — dump 





| 
| 


let others slip out ofit. It's pointless to fight to re- 
tain a customer when she grows beyond your 
brand appeal. HMT should have understood its 
entry-level appeal and not try to become slick 
like a Titan. Just like Titan should understand 
its brand doesn't extend well to the Titan Fast 
Track franchise. Learn from Swatch, Tissot, 
Blancpain, CK, Omega and Rado. They're 
brands from the same company — making 
sure that as a user leaves one marque, he re- 
mains handcuffed to the company, so to speak. 

The customer may well be king — but only 
as long as you, the marketer, remain emperor, 
and know when to send him into exile. x 
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Think: a challenge is 


an opportunity in disguise? 


We'e a big one for you. 


Guts, courage, passion, determination. ..come to think of it, a massive undertaking like Munda. 
B Special Economic Zone (SEZ) is made of nothing but these. At a proposed 130 sq. kms. area, itis 
ona scale undreamt ofi in India, making it Her largest SEZ when complete. 


A grand initiative. of the USD 2 billion Adani Group. it has everything forthe world's best to ph y their. 
trade, do their ‘manufacturing and live too. 
















E There. are across-the-board 1 uty and bibi perci eds on all — a diee ot tax | 





 MUNDRA SEZ 


Great Business, 
Good Life...by Design - 


. Teamia arid Recreation rate šet tto —— india S udi in nthe globaln markats: gu mamm oth 
» goal? Certainly, but. one that could be sid achieved if you too, like us, say Why not? to the. 
- biggest chal lenges. - 





Phase 1 of this mammoth project is a ready underway To put it on a faster track, we require 
| people who thrive on alergen | 





PROJECT ENGINEERING HEAD _ ~~ Organizations. ‘Expettise in Indian, US and European . 
c | d - Accounting star ards and exposure to mega project. 


n Experience asa Project Leader or Deputy Proj ect Leader of. ie 

a mega project in one of the top ten project dragene accounting | pre eferable 
- Companies. A knack for using state-of-the- art tools and 
techniques. the country, along with an innovative financia al management. 


T ~ Responsibilities include developing — Infrastrücfure; z “mindset, are welcome. 
f utilities: and facilities to-make Mundra SEZ the most self- T 


* We also need a Commercial & Cont facts: Specialist with ^ 
ontained and 'énvicrimentériendly a ii for yoain . experience in large infrastructure corporations, ‘oF with | 


| Solicitors providing services to such corporations. - 

















"People with. experience in premier credit reling agencies of | 


| Concerned aspirants may email at: 
f in@mundrasez.com 


| —— 





headeng@mundrasez. com 


PROJECT ENGINEERING PROFESSIONAL ALS y 


B.E. Civil / Electrical graduate with : 10 years or more of 
working experience. in renowned eng neering: and project 
development firms, in their- mega” pre} jects in India, 
preferably abroad. 






worked Ja at ‘least " pens “preferably dn a | 


Concerned aspirants may email at: gn : infrastructure develo aia pro pec 


eng@mundrasez. com. | Ei 
7 -PROJECT M ARKETIN G PROFES: . A 
















tie-ups with possible. project partners with different — infrastructure projects. 
capabilities, thorough. understanding. of different. market M TEES MEENE EN 
and industry segments in order to — Mundra iud 2 2 —— OMERA, 
amongstthose. — = rdi ee 
a EXECUTIVES n u" 


Concerned aspirants may email at: 


mkt@mundrasez. com. . People with CA, MBA, engineeñńg, international trading. 
FIN ANCE PROFESSION ALS | background and 1-2 years of experi ience in their chosen 





(Finance) with great accounting flair and wide exposure to 
corporate taxation. Experience of 10 years in large 


Responsibilities include exploring marketing and strategic - | — ience. Ye 10- 15: — in arge — eld / oe eld 


field. 


Chartered Accountant, Cost Aoun CFA, or MBA | f 
Concerned aspirants may email at : 







exe@mundrasez.com 







All positions are based at. Mundra SEZ. 
If you think — can deliver, expect the best pay, accommodation, perks and career progression in the industry 


You may also. couri ier your response to to: HR Manager 


Mundra Special Economic Zone Ltd. 
"Adani House", Mithakhali Six Roads, Navrangpura, Ahmedabad - 380 009, Gujarat, india 
Phone : +91 79 2555 5555 / 2656 5555, Fax: +91.79 2555 5604 
Email: info@mundrasez.com, Website: www.mundrasez.com 
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vogue 


EN years ago, Todd McFarlane wanted to produce a 
toy doll of the character Spawn from his best- 
selling comic book series. He met with toy compa- 
nies, but felt that none understood how to make or 
market a plastic likeness of the character that 
would properly honour its macabre spirit. So he 
created his own company, McFarlane Toys, in Tempe, Ari- 
zona, and tried something radically different: he decided = 
not to design the toys for six-year-old boys, who tend to grab "S = 
action figures in each hand and smash them together in a 
crude facsimile of combat. Instead, his figures, produced in 
intricate detail and in stylised poses, are “not to be 
played with,” he said. 





























“They're for display," added McFarlane. 
"They're more like plastic statues." 
more than 10 million Spawn figures 
have been sold worldwide. But 
more importantly, they have been 
to-35-year-old men. 
Adults have become more fre- 
quent buyers of such action figures. 
Last year, overall sales of figures and 
accessories hit $1.2 billion, according to 
NPD Group, which conducts market research for 
that 20 per cent of customers are 18 and above 
and that they are buying for themselves, not for their 
children. 
12 have abandoned action figures in droves for 
video games. A recent NPD survey showed that 
40 per cent of families with video games in their 
homes said that their boys played with action fig- 
ures less than they did a year ago. 
figures during their peak period in the 1970s and 
1980s — when G.I. Joe, He-Man and Star Wars movie 3 
characters sold millions — are now in their 20s and 
gia while keeping a sense of playfulness as grown-ups, 
said Reyne Rice, a toy trends specialist at the Toy Ind- 
ustry Association. 
they wished they collected as a kid," Rice said. 

For some adult buyers, action figures are a means 
of self-expression. That expression might take un- 
which are among those manufactured by the novelty 
company Accoutrements in Seattle. 

"If you're a therapist and you have a Sigmund Freud 
apist you are," said David Wahl, the companys director of 
public relations. "We try to hit the part of the brain that's 
nostalgic for childhood and connect it to the adult part 


The idea has become popular: 
finding a whole new audience: 16- 
various industries. But the groups surveys show 
Why are adults suddenly fascinated by these - 
icons of childhood? Demographic trends tell part 
of the story. In recent years, boys aged nine to us D 
On the other hand, boys who played with action 
30s. And they are satisfying their appetite for nostal- 
“They're reliving their childhood, collecting what 
usual forms — figures of Sigmund Freud, for example, 
doll in your office, that says a lot about what kind of ther- 
of their brain." The company also sells figures that hon- 
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our what Wahl called “under-appreciated professions, like li- 
brarians and male nurses.” 

Owning an action figure may also convey a more straight- 
forward appreciation of a subject. Last year, Toypresidents, in 
Houston, introduced a series of $30 action figures of American 
presidents. Packaged with short biographical pamphlets and 
photographs, the figures, 30 centimetres tall and in tailored 
suits, are intended as an homage to the office and its occu- 
pant, said Dwayne Crosby, the company’s vice-president. The 
figure of George W. Bush is the most popular, selling “in the 
tens of thousands,” he said. 

“The market is changing from a mass market to a spe- 
cialised one,” said Leonard Lee, publisher of Lees Toy Review, a 
magazine about collectible toys. “We're definitely seeing a 
growth in adults going for these toys.” 

This shift toward specialisation is apparent in the popu- 
larity of ‘art toy’ action figures, produced by artists, initially 
in Asia and later in the United States. Young designers, sculp- 
tors and painters started creating these figures, which 
are meant to be sold in boutiques and specialty stores 
like Kidrobot in Manhattan, not at a 
childrens toy store. > 
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Once the province of hyper little boys, action 
figures are now coveted by successful adults in a 
growing, $1.2-billion industry. By Dan Berrett 


ACCESSORIES 


Manufactured in smaller numbers, and often in vinyl, 
these figures are not related to movie or cartoon characters, or 
to sports stars. Sometimes, they are plucked from the artists' 
own paintings. Straddling high and low culture, they reflect 
eclectic influences: pop icons, contemporary art, even graffiti. 

Gary Baseman, a designer, artist and television produce 
in Hollywood, draws inspiration from icons like the Michelin 
Man and Felix the Cat in his art toys. He seeks to appeal 
to high-mindedness and fun at the same time. "When are they 
a toy?" he asked. "When are they a little art thing? I try to 
blur those lines." 

One of his most popular figures is Dumb Luck, a cartoon- 
ish rabbit with a peg leg, clutching a lucky rabbit's foot. Critter- 
box, based in Santa Monica, California, produced 500 of these 
figures, which sold for $50 each. Recently, Baseman saw that 
one of his Dumb Luck figures sold on eBay for $190. 

Aside from the possibility of rapid appreciation in value, 
what is the appeal of an art toy? 

"It's like having a Warhol on your wall," said Conor Libby, 
founder of Critterbox. "It connotes coolness." + 


Copyright 2004 New York Times News Service 
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The author is with 
Cyber Media and 
edits Living Digital. 
You can email her at 
malab@cmilcom. 


Neglect 
your 
virtual 
girlfriend, 
and she'll 
dump you. 
Be nice to 
her, and 
she — 

and the 
cellphone 
companies 


be happy 


“by mala bhargava 


Girl unint 














— in 3G 
B 


Y now everyone's heard about the 
Virtual Girlfriend a Hong Kong 
company’s come up with. Suppos- 
edly, it's the next big thing for men 
with 3G phones. Or the next little 


| thing, if you will. The company, Artificial Life, 
| expects men in Asia and Europe to get besotted 
| over this mobile mate — but then, they would. 


| asked around and couldn't get anyone to 


| have to do with the way asked. Meaning to say 


“Do you think it might be interesting and fun to 


| have a steady relationship with a virtual girl- 





friend on your mobile", I probably ended up 


| 








errupted 


our of feeding, say, a virtual fish, on the mobile 
screen. Though such an innovation is intrigu- 
ing and impressive, it's alarming when technol- 
ogy progresses enough to mimic ‘real’ life to the 
point of obsession. Here's what Ben Hanley, a 
management student, had to say about Virtual 
Girlfriend: “I'm all for letting people run their 


. own lives and get everything they want out of 


| admit they'd be interested. Of course, it may _ 


sounding like, “Would you ever be pathetic | 


enough to waste your time and money interac- 
ting with a virtual girlfriend — she's a bit of 
script, for heaven's sake." Needless to say, I got a 
lot of indignant 'of course-nots. 

For the willing and able though, what you 


| getisa full-fledged relationship in which you 


| wine and dine the lady in question, take her 


shopping, go with her to the gym, and flirt with 
her all day if you like. But no sex please, we're 
3G. While you're at it, it isn't impossible that 


| companies will advertise through your cellular | 
| cutie when she insists she likes something, sug- 
| gests a place to go, etc. Live with that if you will! 





Neglect your virtual girlfriend, and she'll 


| dump you. Give her flowers and be nice, and 


she (and the cellphone companies) will be hap- 
py. Peace will reign, though your wallet will ha- 
veseen better days. What makes the virtual girl- 
friend tick, according to Artificial Life, is: "Smart 
Engine Mobile Platform, proprietary artificial 


| intelligence technology, human-like behaviour 
of the game characters, natural language pro- 


| cessing in many languages, text-to-speech voi- 
| ces, high quality and realistic 3-D animations, 





an innovative game logic with a continuously 
evolving story and user-specific content deliv- 
ery.” Now if that isn't your dream girl, what is?! 
Virtual Girlfriend isn't the first game in 
which people control a virtual avatar and its 


their life. But I don't want their values to intrude 
upon me. I don't want to be walking down the 
sidewalk, and see half the population pushing 
buttons to please their virtual girlfriend. I don't 
want to be in a conversation about how my 
friend's fake girlfriend broke up with him." 

This game and many others, like the incred- 
ibly realistic Sims 2, raise a lot of issues. If you're 
a well-adjusted person, a little bit of time spent 
on a fake person can be amusing and harmless. 
Unfortunately, there's a huge number of not- 
so-well-adjusted people as well. For them, the 
miracles of technology might just end up pro- 
viding the perfect escape, a sort of switching-off 
from problems rather than dealing with them. 

[talked to a psychiatrist about this. "It's wor- 
rying. Interesting, yes, but with a downside. The 
sheer amount of mindspace people can end up 
giving something like this isn't healthy. It can 
take them away from real relationships." There 
are also people who think it might help real re- 
lationships. Rehearsing, so to speak, within the 
safety of an artificial relationship might impr- 
ove an actual one that's in a spot of trouble. But, 
people may also transplant unhealthy beha- 


_ viour patterns from that artificial relationship. 


daily life. In Japan, kids pay money for the hon- 


Virtual Girlfriend isn't in this country yet — 
nor are 3G phones — but theres a lot like it on- 
line and in some computer games that raise the 
same issues, Finally though, there are those 
who think it helps give some healthy detach- 
ment. After all, life is a passing thing, and taking 
time off makes you understand that life is quite 
manageable. And what do the women think of 
the whole thing? They don't seem to be overly 
concerned with the 3G competition. "Good for 
them,” say most of them. "Keeps them busy." M 
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BROWSING 
Lalit Khaitan 
Chairman, Radico Khaitan 


I AM reading FIRST THINGS FIRST 
by Stephen R. Covey, A. Roger Merrill 
and Rebecca R. Merrill. It is a man- 
agement book that talks about 
empowering people to accomplish 
worthwhile goals and lead rewarding 
lives. I picked this up because I had 
read Covey's The 7 Habits of Highly 
Effective People. The book is about 
applying insights from the lives of 
people who are coping with the 
ever-increasing demands of work 
and home. What I like about the 
book is the fact that I can pick up 
the examples and use them in my 
day-to-day functioning. 

Like self-help books in general. 
[have read COWS DON'T GIVE 
MILK: IT HAS TO BE EXTRACTED 
DROP BY DROP by Promod Batra, 
and others like Who Moved My 
Cheese?, The One-Minute Apology 
and I Moved Your Cheese. w 
ALERT 
Aids In Asia 
Edited by Jai P. Narain 
(Sage Publications) 


A STUDY quoted in 
this book shows that 
indian families with 
HIV/AIDS spent 49 per 
cent of their house- 
hold income on treat- 
ment. Projections 
show that by 2033, 
HIV/AIDS could cause 22 per cent 
of all deaths in India. Thailand 
has successful but radical pro- 
grammes to combat this disease. 
Is India watching? ti 
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ABHUIT MITRA 





IFTEEN years ago, there was 

no such thing as a Lexus. At 

that point in the history of 

the automobile, the US — the 

world’s biggest car market 

— was worried about the 
cheap, clean, reliable and economical 
Japanese cars from Toyota and Nissan 
that were flooding its market. These 
companies had been quicker to react 
to the two oil shocks of 1974 and 1979, 
as well as the stringent emission stan- 
dards adopted by California, the biggest 
car-buying state in the biggest car- 
buying nation. 

The luxury car seg- 
ment, however, was differ- 
ent; Japan simply did not 
figure here. While Toyota 
did sell the V-12 Century 
luxury sedan in its home 
market, nobody in the US 
was interested in it. The 
company, along with Nis- 
san, was perceived strictly 
asa maker, albeit a compe- 


The hard 





RELENTLESS 





tent one, of econoboxes. A top-of-the- 
line sedan in the US was almost always 
German: a BMW ora Mercedes Benz. In 
1986, they made up about 20 per cent of 
the market. A bit lower were US cars 
such as Cadillac and Lincoln, account- 
ing for about 33 per cent and 20 per cent 
of the market, respectively. The remain- 
ing one-fourth was taken up by Jaguar, 
Volvo, Audi, Saab, Bentley, Rolls-Royce, 
and exotic sports cars and one-offs. 
In total, the sales were about 925,000 
luxury Cars a year. 

This is the market that Toyota Motor 
Corporation chairman Eiji Toyoda 
wanted to break into. But his cars did 
not yet have the same 


THE LEXUS: THE 
RELENTLESS 


PURSUIT 


PURSUIT 
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SELECTION 





The politics of 


AWAHARLAL Nehru continues to 

charm and surprise his biogra- 

phers. Anyone researching his life, 

it appears, comes completely un- 
der the spell of this extraordinary figure 
who led India in the first 17 years of its 
independence and was undoubtedly 
one of the most important public fig- 
ures of the 20th century. 

The fascination with Nehru is not 
difficult to fathom. His distinctive back- 
ground which sets him apart from other 
leading figures of the freedom struggle, 


his strange equation with Mahatma | 


Gandhi and, above all, his complex per- 
sonality are a perpetual draw. One rea- 
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son why he is such a compelling study is 
the wealth of material he left behind. 
Nehru was a man who literally wrote 
himself out, in a relentless flow of letters, 
an autobiography and two monumen- 
tal works, one of them his stirring liter- 


| ary recreation of an ancient civilisation, 





The Discovery of India. 

Judith Browns Nehru: A Political Life 
draws on his personal papers at the Ne- 
hru Memorial Museum and Library at 
Teen Murti House to draw a compelling 
portrait of India's first Prime Minister. 
"If I had read everything he wrote, five 
days a week, from 9-5 every day, it would 
take me at least eight years,” says Brown. 


BOOKMARK 


drive for perfectio 1 


blue blood or chutzpah 
to do so. 

Cut to 2003. That year 
Lexus took top honours in 
the J.D. Power Vehicle De- 
pendability Study, which 
tracks the number and type 
of problems owners have 
with three-year-old vehi- 
cles. Lexus won for the 
ninth straight time, or every year since it 
has been eligible. In the same year, it 
won its seventh consecutive crown as 
the premium luxury sedan with the 
fewest problems by setting a new indus- 
try record of 76 for every 100 vehicles. 
Lexus sold 259,755 luxury cars that year 
in the US, more than any other manu- 
facturer. The speed with which Lexus 
grabbed marketshare makes its story 
one of the more scintillating successes 
of the automobile industry. 

Chester C. Dawson III, a business 
journalist, sets out to tell this tale in 
200-odd pages. Given its thrill quotient, 
it would take exceptional talent to make 
this story boring. Fortunately, Dawson 
does not have that gift. But that is not to 





CHESTER C. DAWSON III is 
an editor with Businessweek 
and has been a frequent 
contributor to its coverage 
of the automotive industry. 
He spent a decade in Tokyo 
reporting on Japan Inc's ‘lost 
decade' for Businessweek, 
The Far Eastern Economic 
Review and news agencies 





say that it would necessarily interest à 
reader who has no interest in cars. It 
tends to get a bit technical in parts, 
which is to be expected in the story of a 
handsome product that took the tech- 
nology route to beat all rivals. It is also a 
story of getting it right the first time. 
Lexus was not built to beat the best 
car available, but the best components 
in whatever car they appeared in. For in- 
stance, it was decided to make the shape 
even more slippery than that of sports 
cars, even though the Lexus LS 400 was 
destined to be a luxury sedan. That al- 
lowed it to have a smaller engine to de- 
liver performance that matched that of 
its bigger-engine competition and, at 
the same time, avoid the gas-guzzler tax 





Nehru, today 


She is not the first to have access to | 


Nehru's personal archive; Sarvepalli 


Gopal drew on it to write what is still the 


best Nehru biography, in three volumes. | 


But as a single-volume piece, Brown's 
study is a bit more 
accessible. It has 
little of the perso- 
nal or emotional 
side, for Nehru's 
life was, as the au- 
thor says, profoun- * 
dly political. 
Emerging from 
its pages is a leader 
who remained an 


IEH ROU 
N [RU 





outsider to Indian politics and also a 


man at odds with himself. His vision of | 


India and his struggle to fashion a mod- 


ern society is the heart of the book. It | 


takes into account his failings as an ad- 


ministrator, his fail- 

NEHRU: A ure to pull the gov- 
POLITICAL ernment towards | 
LIFE the end, and his | 

By Judith M. personal — 

— Yet, arene isa 

sympathetic por- 

e. trait, perhaps too 

niversity Press) Impathetic, as it 

Pages: 384; analyses the events 


price: Rs 695 that wentinto mak- 
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and get a price advantage. The engine 
needed to be quiet and smooth but ca- 
pable of accelerating faster than luxury 
cars available. In other words, Lexus 
found a way to offer as much or more 
than BMW or Mercedes for a lot less. 
And that value for money, along with 
smart publicity, made Lexus what it is. 

The creation of the Lexus LS 400 as 
the ‘best car in the world’, which takes 
up around half the book, is the more 
exciting bit. It is as good a story as that 
of the 1964 Ford Mustang, told by Lee 
Iacocca. That half is enough reason to 
buy the book. 

Yet, once past the halfway mark, it is 
difficult to stop. Lexus raised the bar 
when it entered the market, but the 
BMWs and Mercs responded soon 
enough. So there is also the newer story 
of keeping Lexus ahead of the pack with 
the world's first softroader, the RX 300, 
and the IS and GS models. The book 
rounds off with how Lexus is planning to 
take on Mercedes and BMW in their 
home markets — Germany and Europe. 
Dawson should come up with that story 
too, when it's ready to be told. i 


inga politician and structuring a nation. 

Forty years after his death, Nehru's 
vision, she argues, is more significant to- 
day, when his ideals and his policies are 
being hotly contested. Shashi Tharoor 
also claims the same ground for re-ex- 
amining the impact of Nehru in his en- 
gaging biography. Nehru: The Invention 
of India (Penguin-Viking) is lively, pep- 
pered with just the right anecdotes, and 
is as complete a portrait of Nehru from 
his pampered childhood and unre- 
markable youth to 'peerless global state- 
sman’ as its 261 pages permit. But, like 
Brown, Tharoor, too, fails to analyse his 
legacy in the light of recent events in 
which the cardinal pillars of his vision 
for India took a battering. 

For those prone to using the term 
Nehruvian carelessly, these books will 
set right many misconceptions. * 
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Selective xenophobia 





ONTEK Singh Ahluwalia, vice chair- 
man of the Planning Commission, in- 


vited representatives of international | 
| amatter of course; nothing is sacrosanct. They make their 


financial institutions into consulta- 
titve committees on the mid-term 


| have done so for half a century. Other agencies do this as a 





review of the Tenth Five-Year Plan. His decision evoked — 


loud protests from the government's Leftist allies. Their 
leaders protested to the Prime Minister. To pacify them, 
Ahluwalia wrote to them explaining his reasons. That only 
egged them on. Now, Mr Jyoti Basu has raised the pitch 
and attacked him personally. Five fellow-traveller econo- 
mists have resigned from the consultative committees. 
This is the rumpus the Prime Minister returns to. 

One answer to the Left is their own government in 
West Bengal has used foreign 
consultants. Not just foreign 
consultants: the West Bengal 
government may be seen to 
have a preference for foreign- 
ers. Amongst the software 
firms it has lured to Calcutta, 
PricewaterhouseCoopers has 
one of the biggest establish- 
ments. Cognizant, IBM, Sema 
and Siemens are amongst the 
many foreign firms that have 
set themselves up in Salt Lake. 
The West Bengal government 
has been less successful out- 
side software; but there too, a 
preference for foreigners is 
discernible. Many Indian in- 
dustrialists feel that the West 
Bengal government prefers 
foreigners to Indians. The Tatas have decided to invest 


$2 billion in Bangladesh; they would not think of such an | 


investment in West Bengal. 

The Leftists' response might be that they are ideologi- 
cally pure and, hence, cannot be contaminated by for- 
eigners. But Montek Singh Ahluwalia, Oxford graduate, 
ex-employee of World Bank, just returned from a stint 


part of assessing the effectiveness of their aid. But the 
Fund and the Bank review all the government's policies as 


reviews available to the government, so it does not have 
the choice of resting in ignorance. And they often engage 
commercial consultancies to do the reviews . So in effect, 
the Indian government gets the best — or at least, the 
most expensive — opinion on its policies through the in- 
ternational financial institutions without having to pay 
for it. The invitation to the mid-term review only gives 
them a chance to state verbally what they have submitted 


. on paper already; and in return they have to sit there and 


Including IMF & World Bank is 
only a means. What matters is 
the quality of intellectual 
discourse, not who takes part 








with International Monetary Fund, should not contami- | 


nate himself further. On the contrary, he must undergo a 
purification ceremony — unless he is held to be beyond 
redemption. The more reasonable amongst them might 
say that they are glad to consult foreigners on what for- 
eigners know best, but do not want foreigners to deter- 
mine the country’s policies. They may attract some unso- 
licited support from Uma Bharati and a raised eyebrow 
from Sonia Gandhi; but then, one cannot choose one's 
bedfellows in politics. 

The real point is that foreign financial institutions 
already evaluate the Indian government's policies, and 


listen to interminable speeches by bores from JNU. If 
anyone has a cause for com- 
plaint, it should be the interna- 
tional financial institutions. 

What matters is the quality 
of criticism, not who makes it. 
Professor Mahalanobis used to 
invite foreign economists to 
spend time in the Planning 
Commission; thanks to him, 
the world’s best economists 
turned their attention to India 
and advised the government in 
the 1950s and 1960s. Nor did 
they go back from Delhi; Ma- 
halanobis took them to the 
Indian Statistical Institute in 
Calcutta. Calcutta then was a 
tower of intellect; today it is the 
citadel of Leftist conformity. 
Cadres have captured institu- 
tions and killed dissent. To the Left it is an achievement, 
but actually it is a loss and a shame. 

And that could also be the beginning of a critique of 


ANTHONY LAWRENCE 


_ Ahluwalia — in reviewing the Plan, intellect matters, not 


the wealth of institutions. Ahluwalia should be looking, 
not for funding agencies, but for intellectuals of calibre 
ifhe wants to know how to improve the Plan. 

But intellect is not the issue in this row. The leftists do 
not care whether reason is on their side; they are not even 
embarrassed to be in bed with the RSS. They like a good 
fight; Dr Manmohan Singh has been denying them one 
quite unreasonably. He is the master of the gentle word 
that turneth away wrath; they possess wrath that shall not 


_ be turned away. They want to show their cadres that they 
. have not sold themselves to capitalists, and the PM that 


he owes them his seat. They will not rest until everyone 


, notices and recognises their distinctive table manners. 
| Let them continue to stamp their feet a bit longer; for 


them it is essential exercise. Ll 


BUSINESSWORLD 66 11 OCTOBER 2004 


www.emirates-holidays.com 





The serene sound of waves lapping onto shore. 
The soothing ripples of water between your toes. 
The cool breeze gently carrying away your cares. 
Experience the feeling of total peace of mind. 

It's the one thing you'll find in all our destinations. 


Life's a journey of self-discovery. 
Let Emirates Holidays be your quide. 





1 


oo} 
Emirates 
Holidays 


For more information contact your travel agent or call Emirates Holidays in Mumbai on 5655 0707 and in Delhi on 5104 0707. © 2004. Emirates. All rights reserved 





BUSINESSWORLD 11 OCTOBER 2004 REGD NO. WG-VTECH / 47-554 


233/FGN-19/2004-06, BGE-256, UCENSED TO POST WITHOUT PRE 


Presenting Excalibur's Fall-Winter Collection, ‘04. 


™ 
A classic blend oj shirts in Cottons, Structures, Dobbies, F X C A E | M $ Re 


& Perfit trousers to complete that all-season, stylish look. 


Fall-Winter '04 










CHINA’S THIRST FOR OIL HA GEE 


EVERY WEEK 





Businesswor 


P a 4 a, 
} "n iD | 
2 

x 
G Nan 


Son-in-law Rajeev Chandratelat 
differs. Inside the latest family feud 


WHY’S THE MARKET RISING? 


ld 


INDIA'S LARGEST SELLING 
BUSINESS MAGAZINE 











MBA from Yale. 
Bill Clinton and David Beckham. 


Role models: 





Stori 


Clothes with a 


Hand painted French Linen Shirt with Fat Free Chine Pants 
i: Spencer Plaza, 3rd Phase, Ph 28491170// #6, College Road, Ph 28202110 e Hyderabad : Prasad Imax, Ph: 2345 


EXCLUSIVE STORES : Ahemadabad : Law Gardens, Navarangapura e Chenna 
City Centre, Salt Lake, Ph 23584550 e Pune : Bund Garden Road, Ph: 26053070 e Raipur : Katora Talab Road Ph: 2427674 





FEATURED 

















Secunderabad : Park Lane Ph: 55208970 e Kolkata 


ean ‘ ot AP DP 
D CENTRA! Pantaloonsi e and all leading stores 
STO 


E-mail: infota storiworld.com, www.stot iworld.com 





ROAR WITH DELIGHT AS YOU DISCOVER 
| SINGAPORE AT YOUR OWN PACE 


Presenting 50 First Class 'Do-It-Yourself' Christopher Columbus Holidays to Singapore 








Fun loving? You couldn't do better, than to 
head for the capital of Asian night life - 
Singapore. And after partying till dawn, 
rejuvenate your mind, body and spirit at the 
world-class luxurious spa resorts. Want more? 


There's the Singapore River 


Sa thy 





Experience and Sentosa 
Island. 

On your Christopher 
Columbus Singapore 
holiday, you stay at the 
finest city-centric hotels & 
fly the airline of your choice. 

What's more, you can fly 


your companion at no 
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Time For Victory 
Q 


The man who gave his 
network and IT systems away 
has also given up his tensions 
and headaches. 

Instead, Sunil Mittal has left 
himself with enough leisure 
time to create some paramount 


headaches for his rivals. The competition 


should beware. 


Nitin Akashe, posted on BW website 
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SEEING RED 

Ever since the United Progressive 
Alliance has come to power, the gover- 
nment seems to be following the policy 
of throwing good money after bad 
money (‘How To Mess Up Telecom, 

BW, 4 October). This ITI ‘grant’ is an- 
other such step. For this, the Left de- 
serves some applause. The Leftists seem 
to like the red colour so much, they 
want to see it in all the balance sheets of 
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together and change the impression 
of filth we have created — both at 

| home and abroad. 
Sreekumar, posted on BW website 


_ INTELLECT IN POLITICS 

| Thisisthe first time since 1996 that we 
have a goverment of intellectuals who 
can lead India on the right path (‘The 

| Mark of Manmohan’, BW, 4 October). 
Mr Vajpayee is well-respected and 

he is a good leader, but he was sur- 
rounded by people who did more 
harm than good. 

We need to fully support the capa- 
ble Mr Singh and Mr Chidambaram 
and help them break the chains of 
power politics. Think about the qual- 
ifications of the leaders of the coalition 
partners of this government. They may 
| be good people, but are they really 
qualified to run a government? And 
before you judge that, think about 
|. how much it takes just to manage 
your household! 

Manish Grover, posted on BW website 








CORRIGENDA 

In "The House That Jack Built...’ (BW, 
11 October) we mistakenly wrote that 
GECIS has 170V-Ps. The actual figure 
is 120 V-Ps. 

In the same story, we also wrote 
that: “The 34-year old Dupius was one 
of the youngest officers in the GE 
system.” The correct line should have 
read as: Dupius was placed on the fast 
track when he was just 34-years old — 
one of the youngest officers in the GE 
system to be so placed. 
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_ Estranged in-laws: Chandrasekhar (L) and Nambiar 
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COVER STORY 28 


Whose 
Stake Is It? 


T.PG. Nambiar, patriarch of the BPL 
group, wants control of BPL Communi- 
cations run by son-in-law Rajeev 
Chandrasekhar. His contention is that he 
has always owned the company and 
Rajeev was merely a 'trustee. Rajeev begs 
| to differ. He built up the company from 

| scratch, he says. Also, his father-in-law 
merely invested some money in the 
beginning, which has been since 
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l$ returned. At the centre of the dispute 
$ arechanges in the shareholding pattern 
|$ overa period of ten years. Here's a look 
2 atthe conflicting versions. 
IN THE NEWS IN DEPTH 
s China's Oil G 
; The Truth About GDP  :: China's Oil Game 
The seemingly impressive growth Chinas insatiable appetite 
in Indias economy is actually a | for oil affects everyone. In 
slowdown. This statement is | its hunt for oil security 
supported by hard numbers and around the world, the 
a bunch of nations which have country is increasingly 


caught up and even left us behind crossing others' paths. 
in the race of economies. 

Sudan: China & India » 
P. Chidambaram: Ominous both have stakes here 
calculations 





^ 





34  NMITLI Three years after its inception, the technol- 


9 Quota The PM supports quota in the private sector, but j 
ogy funding project is on track to make India a world leader. 


on a ‘voluntary basis. A look at what this translates into. 


44 Forex Montek Singh Ahluwalia's proposal to use rese- 
rves to fund infrastructure is fine on paper. But can we do it? 


14 PWG The Naxalite outfit has been drawn into discus- 
sions again, but is reluctant to lay down its arms. 


18 Internet Telephony Esqubes net telephony so- 46 Markets The stockmarkets are upbeat despite the 
lution is indigenous, efficient and promising. Watch out. macro-economic odds. Just what is keeping them happy? 
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SPECIAL FEATURE 


so Telling It Well 


What India needs most are simple and 
effective communication techniques 
to improve work and creativity, says 
Arun Maira in his forthcoming book. 
An exclusive extract from Remaking 
India: One Country, One Destiny. 


IND) Ta 








ss Smoke and Ire 


India recently passed a law banning 
most cigarette advertisements. Yet, 
far from being a deterrent, the ban 
has made tobacco firms more cre- 
ative in dodging the rules, spurring 
things like sneaky signage and mo- 
bile smoking ‘lounges’. 





72 Bookmark Is tapping into the collective wisdom of 
crowds really better than asking the experts? 


COMMENT 
26 Ashok Desai Textiles units cannot 


make use of the coming opportunity because 
reforms have created a rigid financial system. 


ARBOR MENTIS 


66 Subroto Bagchi In the competitive 
airline industry, it’s just the lack of pride that 

is keeping Air-India from flying high. 

4 FEEDBACK 
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Web Exclusives 


Hikal's acquisition of 50 per cent stake in Danish 
company Marsing gives it a foothold in the key 
markets of western Europe. But how is this different 
from our previous acquisitions there? 





A Corporate law expert Ranjeev Dubey examines why 
only one major investment has been made in the 
print media, nearly three years after FDI was allowed. 


Log on to 
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Cross connection 


HE spectacular dynasty drama, | have always 
thought, is a north Indian speciality. Down south, 
the fights are more subterranean and slow mov- 
ing. The intensity of emotion is the same; it is just 
| that the north Indian version has more light and 

| sound, and seems more grand and urgent. The open tussle be- 
tween T.PG. Nambiar, who built up the BPL group and then 
saw it stumble, and son-in-law Rajeev Chandrasekhar, who 
built up the BPL mobile business and then saw its growth 
stymied, is a break from this pattern. At stake is a Rs 880-crore 
business that has begun to make operational profit and could 
be worth hundreds of crores. 





As in all such battles, there are multiple versions of the past, 
each woven around a piece of truth. By all accounts, Rajeev 
built the mobile business from 





the ground up like any entrepre- | * 
neur would. And by allaccounts, | Bu sine SSWO rid 
alot of the money came from 

| Nambiar's BPL. If you believe d 
Nambiar, all of Rajeev's stake ac- y Kogi 


tually belongs to him. And ifyou 
believe Rajeev, much of the 
money that came in was in the 
form of debt and was paid back. 
To look at it another way, the 
BPL group poured money into 
Rajeev's mobile business when 
the latter needed it; now when 
the BPL group needs money to pay off its debtors and ink an 
equity deal with Sanyo, shouldn't the favour be returned? 








Combing through these conflicting versions hasn't been easy, 

but the fact that we have a number of senior writers tracking 
| the telecom industry helped. Senior Editor Rajeev Dubey and 
Assistant Editors Radhika Dhawan, Mitu Jayashankar and 
Anup Jayaram spent the last two weeks meeting people and 
poring through Company Law Board filings and records of the 
registrar of companies. “This is not just about stakes; it is about 
hurt feelings and failed communications as well,” says Rajeev. 


Failure of communication is a topic that well-known manage- 

ment expert and outstanding speaker Arun Maira tackles well 

| inthe excerpt from his forthcoming book Remaking India: 
One Country, One Destiny. That is on page 60. Also, don't miss 
the story on Chinas oil hunger (page 52). We have significantly 

| increased our coverage of China because we believe no Indian 

businessman or policymaker can afford to ignore China today. 


«fA 
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TONY JOSEPH, EDITOR 
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THE ECONOMY 


Growth 
loses 
steam 


HE economy grew by 7.4 per 

cent in the first three months 

of the current financial year. Is 

this cause for celebration or 
worry? A bit of both, actually. 

Celebration, because this is the third 
consecutive quarter when growth has 
topped the 7 per cent mark. And worry, 
because the economy is losing its 
momentum. Compared to the latest 7.4 
per cent, the Indian economy grew at 
8.2 percent in the last quarter of 2003-04 
and by 10.4 per cent in the third quarter 
of that year. So this is the second consec- 
utive quarter that economic growth has 
slowed down. 

And the slowdown is expected to 
continue. Finance minister P Chi- 
dambaram said last week that he ex- 
pects the economy to grow at between 
6.5 per cent and 7 per cent this year. 
Given the Q1 numbers, it means that av- 
erage growth in the next three quarters 
will drop to between 6.2 per cent and 


BREAKING NEWS 
Deal me another 


HAT'S with Hutchison-Essar 
and Aircel? Industry rumour 
is Aircel's Chennai and Tamil Nadu 
circle may be up for grabs again. 
The deal has not been called off, 
but seems to have hit a roadblock. 
It's not clear what the issues are, 
but Hutchison International's IPO 
paper says if certain conditions are 
not met by 1 November, either par- 
ty can end the preliminary agree- 
ment. Strategically, Aircel's 900 
MHz licence would be attractive to 
any operator. In fact, Idea had been 
pipped to it by a nimbler Hutch. WM 
RADHIKA DHAWAN 


Photographs: DINESH KRISHNAN & Graphics: ANAND SINHA 
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6.8 per cent (if we go by the finance min- 
ister's estimate) or between 5.5 per cent 


and 6.2 per cent (if the economists are to | 


be believed). Anyway, one thing is cer- 
tain: growth will be below 7 per cent for 
the first time in nine months. 

Now a look at how other countries 
are doing. The Economist tracks 25 
emerging economies every week. The 
latest numbers show that eight coun- 
tries grew faster than India did: China, 
Hong Kong, Malaysia, Singapore, Tai- 
wan, Venezuela, Turkey and Russia. A 


few months ago, only China was grow- | 


ing more rapidly. The broad trend is un- 
deniable: our economy is slowing down 








FY 2005 





while others are accelerating. 

The best news comes from the man- 
ufacturing sector: it grew at 8 per cent 
between April and June 2004 compared 
to 6.6 per cent in the first quarter of 
2003-04. The output from mining and 
quarrying also steamed ahead, growing 
by 6.1 per cent (2.3 per cent). Services 
continued to do well. But construction 
activity decelerated, from 5.9 per cent to 
3.6 per cent. And though agriculture did 
better on a year-on-year basis, there is 
little doubt that growth rates will fall in 
the coming months because of this 
year's erratic monsoon. m" 

NIRANJAN RAJADHYAKSHA 


SHORTAGE OF PILOTS AT AIR-INDIA 


Flying in to the rescue 


ERE is something for the Left- 

H ists to chew on. One PSU has to 

go against the ban on hiring 

demanded by the government's recent 

austerity drive. What's more, it's plan- 
ning to hire foreigners. 

Over the next few months, public 


sector carrier Air-India (AI) will be in- | 


ducting foreign pilots for the first time 
ever. To start with, 30-40 commanders 
from other countries are expected to 
join. Says an AI source: "The shortlisting 


| is being done and, by the time the new 


aircraft that we are taking on dry lease 
come, we will have them on board." He 
added that almost 100-150 new pilots 
will be needed by the airline to meet the 
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about 75 per cent capacity hike planned 


| over the next 2-3 years. The airline is tak- 





ing 11 Airbus 310s and six Boeing 747- 
400s on dry lease and has advertised for 
20 more aircraft. While co-pilots can be 
trained in India, the commanders need 
to hired from abroad. 

AI has already inducted 11 A310s 
and three B747-400s in the last three 
years. Company sources said that its pi- 


| lot strength was about 500. Even though 


around 100 pilots have been recruited in 
the last one year, including around 80 as 


| trainees, the airline has assesses it will 


need to hire another 100-150. While 
trainees can be recruited from within 
the country, Al cannot hire pilots in 


INDIAS CURRENT ACCOUNT 


The invisible 
cushion 


NDIA recently reported its 

widest quarterly trade deficit: 

$6.3 billion in the first quarter 
of the current financial year. Yet, 
there was not even a hint of panic 
in the government or the financial 


The result: India’s current 
account showed a surplus of $1.9 
billion, compared to a deficit of 
$637 million in the first three 
months of 2003-04. Oil prices! 
What, me worry? 








fly some wide-bod- 
ied planes that itis leasing. 

Al sources said the commanders 
would be inducted on one-year con- 
tract as the airline felt that over the year 
it could train a substantial number of its 
own pilots to take over. Training would 
be carried out at the carrier's facility in 
Mumbai and at the training facilities of 
Airbus in Toulouse and in the UK. With 
three facilities available, the training can 








TN 


PRIVATE SECTOR JOB RESERVATION 


Hasits time come? 


NE has to look at the different 

kinds of audiences prime min- 

ister Manmohan Singh was ad- 
dressing in Mumbai to make sense of 
his apparent flip-flop on the question of 
job quotas in the private sector. 

Ata press conference he stressed the 
need for a national policy on the issue 
and warned: "Nobody can 
prevent an idea whose time 
has come. Those opposing 
the move (reservations in the 
private sector) will not be able 
to do so once a national pol- 
icy is put in place." 

He moved quickly to reas- 
sure the captains of industry 
afew hours later. There will be 
no legislation, he stressed. In- 
dustry should take voluntary 
steps to employ those from 
weaker sections, with merit 
being the criterion. 

Considering the importance of the 





dalit and OBC votes in the forthcoming | 


assembly elections in Maharashtra, it 


was natural that Singh chose to nuance | 


his comments accordingly. 


His formulation when he met . 


India Inc. was in keeping with govern- 


ment thinking on the issue. Official 
sources emphasised the government 
wants to sensitise the private sector to 
the importance of drawing all sections 
of society into the employment net. 

The key lies in the wording of the no- 


| tification setting up the Group of Minis- 


ters that will study the issue. It talks of 





“affirmative action”, not reservation, 
which means the government is hoping 
to encourage voluntary action by the 
private sector through a series of social 
guidelines and policies to promote em- 
ployment from among the weaker sec- 
tions, official sources pointed out. W 

ARATI R. JERATH 





be completed in six months, one-third 
the time it took earlier. 
In addition to the expansion of 
its own services, AI will also have to 
hire about 36 commanders and co- 
pilots for its low-cost subsidiary, Air- 
dia Express, which will be using Boe- 
ing 737-800s. To start flying from April 
2005, AI Express will try to use local crew 
as far as possible to save on hotel costs. 
Aviation ministry sources said the 
fear that induction of pilots from abroad 
will lead to unemployment among the 


Indian pilots was baseless, as AI plan- | 


ned to hire virtually every month till its 
proposed growth plans take off. Hiring 
foreign pilots and training their own 
bunch is all the more necessary be- 





cause opportunities of poaching have : 


been reduced since private sector pay 
scales have begun to match Al's. » 


ANJULI BHARGAVA | 
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NTPC IPO 


Short and sweet 


TPC shares were being short- 

sold in the grey market at a 
before its IPO opened. The premi- 
ums started about Rs 8 and rose to 
Rs 14-15 before the opening day. 
Short-sellers oversubscribe heavily 
to get enough to cover their posi- 
tions and have been selling in small 
lots through certain brokers at a 
margin. If one short sells 50,000 
shares at Rs 2 each over his cost, 
he rakes in Rs 1 lakh. The game will 
&o on till listing, but the smart ones 
have already made their stash. E 

ASHISH AGGARWAL 
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HE most vociferous opponents 

of foreign direct investment (FDI) 
often love anything that will increase 
exports. This is paradoxical, be- 
cause FDI is often an important dri- 
ver of higher exports. 

In China, the link between FDI 
and exports has been a direct one. 
Multinationals have set up 
manufacturing plants there to 
service their markets in the rich 
countries. That's not so in India. 
Most of the foreign investment that 
has trickled in has been attracted 
by the size of the domestic market. 
Yet, multinationals help in two 
indirect ways. One, they bring in 
new ideas and skills that seep into 
the rest of the economy. Two, they 
force local firms to become more 
productive in order to survive the 
foreign onslaught. The result: better 
competitiveness and, eventually, 
higher exports. 

This is one of the central 
conclusions of a new paper by 
Tushar Poddar for the International 
Monetary Fund. Unlike earlier 
studies that sought macroeconomic 
explanations, Poddar has tried to 
explain India's export surge by 
looking at firm-level data. He says: 
"The increase in export-intensity in 
Indian manufacturing has largely 
been driven by pre-existing firms 
becoming more export-oriented.” 
This is in contrast to the idea that 
the opening-up of the economy led 
to the entry of newer, more export- 
oriented companies. 

India’s exports have trebled 
since 1991. This has happened in 
three stages. The first surge came 
after 1991 because of the 
devaluation of the rupee. Then 
exports stagnated because reforms 
were stalled after 1995. 
Meanwhile, Indian industry went 
through gut-wrenching restructuring 


— and emerged fitter around 1999. 


) 


TTE 


. That's when the second surge in 
exports began, driven by India's 


— — — — — — — — — —— 





Capital IDEAS 





by Niranjan Rajadhyaksha 


large companies. 

The policy implications of this 
new study are clear: what Indian 
manufacturing companies need is 
not greater protection but more 
competition. And FDI is a great way 
to inject that extra dose of competi- 


| tion into the economy. 





BS 


HE service sector has been 
growing at a blistering pace 


| since 1991, outpacing both agricul- 


ture and industry. About half of In- 
dia's economy is now accounted for 
by the service sector, which is a far 
higher proportion that what one 
sees in other countries at similar 
levels of development. 

Why has the service sector 
grown so fast in recent years? 


. James Gordon and Poonam Gupta 
. of the International Monetary Fund 


(IMF) have tried to answer that 
question in a new paper, Under- 
standing India’s Services Revo- 


. lution. They say that factors such as 


high income elasticity of demand 
for services and the increased use 
of services as an input by other 
sectors are possible explanations. 
The strong foreign demand for 


. Indian services, especially in 


software, has also helped. 
The two economists blow apart 
one popular belief — that services 


. have created lots of jobs. It is 


believed that agriculture and 
manufacturing have grown because 
of gains in productivity. So more 
has been produced using fewer 
people. But that's also been the 


. case with services, say Gordon and 


Gupta. The Indian services sector 
has seen rising labour productivity, 
resulting in both decline in relative 


| prices as well as jobless growth. 


If Indians are to get more jobs, 
say the two economists from the 
IMF, then there is no alternative to 
higher growth in the industry and 
the agricultural sector. a 


— — A 
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FUNDS FOR INFRASTRUCTURE 
Mix and match 






ICICI Airports, Urban infrastructure | 
SBI Power | 
LIC Urban infrastructure 


INANCE minister P. Chidamba- 
F ram said in his Budget speech 
that a Rs 40,000-crore fund would 
be set up forinfrastructure projects. Last 
year, too, his predecessor Jaswant Singh 
had made a similar announcement, but 
many projects could not take off be- 
cause of the ambiguity about where the 
funds would come from. 
Chidambaram said IDBI, IDFC, 
ICICI Bank, State Bank of India, LIC, 
Bank of Baroda and Punjab National 
Bank would form an inter-institutional 
group to facilitate the projects. They 
would pool their resources on a callable 
basis and Rs 40,000 crore would be 
made available as and when necessary. 
Months after the announcement, 
according to industry reports, the IIG 
has taken the crucial first step. Its con- 
stituents have decided to share respon- 
sibilities among themselves for lending 
to six core infrastructure sectors it has 
identified. (See‘Who funds what’) E 
SUPRIYA KURANE 





SAT ORDERS 


Sebi relents 


INCE January, Sebi had stopped put- 
ting up the orders of the Securities 
Appellate Tribunal on its website. When 
BW first asked why (‘Why this Veil?’ BW, 
16 August), it became a tennis match 
between the SAT and Sebi on who's to 
blame. Finally, Sebi seems to have had 
enough and, on 5 October, it started put- 
ting the SAT orders on its site. So far 22 
new orders have been posted and about 
30 more are on their way. ‘a 
VIKAS DHOOT 
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CARRY LOVE 


INTRODUCING THE TATA INDICOM GLOBAL CALLING CARD. 


Now you can carry love whenever you travel abroad, 


A pre-paid card, it allows you to make calls from more than 25 countries 
to India and other destinotions abroad, using any phone, 
That too with over 75% savings on long distance calls, amazing voice clarity and zero hidden costs 


So when you are far away from those you love, use the time to get closer with the Global Calling Card 


TATA 
indicom 


CALLING CARDS 





GLOBAL CALLING CARD 


CARRY YOUR WORLD 
For more information or to buy online, log on to www.vsnl.com/callingcards. Or call us at: Ahmedabad 079-23242801 Bangalore 080-56600121 Chennai 044-55540121 
Ernakulam 0484-2421720 Hyderabad 040-55230121 Jalandhar 0181-2259765 Mumbai 022-55990121 New Delhi 011-55500121 Pune 020-41 1012! 


Hutch TV 


Watch television Gips only 
on your HUtG) EDGE phone; 





Hutch now brings you television on your Hutch EDGE phone - so you can Special promos from MAX, AXN, ANIMAX and Discovery. 
catch up with your favourite serials, news, cricket action, movie trailers, That's not all, with EDGE, you can enjoy much faster download speeds, not j 
fashion and lifestyle, cartoons and more, on the move for TV clips, but also for ringtones, games, wallpapers, logos and much more 


And you can even watch movie trailers, music videos, cricket player profiles 
travel videos and celebrity interviews. 
You can now watch television clips from more than thirteen channels. 
National and international headlines, news from the world of business, 


stock updates and more from CNBC-TV18, NDTV 24x7 and NDTV India Hutch TV is available on EDGE compatible handsets like Nokia 6230, 3220 

Watch previews and recaps of your favourite serials including ‘Jassi and 6630. More EDGE compatible handsets are going to be introduced 
jaissi koi nahin’, Yeh meri life hai’ etc. on SET, ‘Astitva’, 'Reth' etc. on ZEE TV, and soon. Keep logging on to www.hutch.co.in for information on the latest 
many more popular serials EDGE compatible handsets. 


Check out the latest international fashion from Trendz. 
Catch your favourite cartoon clips from Nick 
watch Tamil, Telugu, Kannada, Punjabi, Bengall and Gujarati clips if you have an EDGE compatible handset, it will have the settings 
from the ETV Network, Raj TV etc pre-loaded onto it. Just choose Hutch_GPRS as your setting. If you can't 
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Find it, download the EDGE settings by sending an SMS as per the need to be saved. Before saving, you will be asked to enter a PIN number. 
table below: Just enter 123. 

If you are an existing GPRS customer and already using an EDGE compatible 
Model SMScode SMS to be sent to handset, no new setting is needed. Just start downloading the clips from 
Nokia 6230 HW N6230 123 Hutch TV. 
Nokia 3220 HW N3220 123 


Hutch TV Subscription 
Hutch TV is a part of HutchWorld. If you are a subscriber to HutchWorld, 
f you are a Gujarat subscriber then your EDGE settings will be: Hutch TV comes to you at no extra subscription. However if you are not, 


just send HW as an SMS to 123 to subscribe. Gujarat postpaid subscribers need 


Model — — — SMScode SMS to be sent to to send HW A as an SMS to 123 and prepaid subscribers need to send HW A as 
Nokia 6230 HWE N6230 123 an SMS to 144 
Nokia 3220 HWE N3220 123 
To know more 
After the SMS is sent, you will receive the settings on your phone, which will For more details just visit us at www.hutch.co.in 





Revolutionary singer-writer Gaddar (R) at the massive 


—— -— 
-— 





2 Rally in Hyderabad on 30 September 


THE MAOIST CHALLENGE 


Congress walks 
- tightrope with PWG 


^ Naxalites call the shots as AP readies for negotiations 


HE Union Ministry of 
Home Affairs in Delhi, the 


government of Andhra | 


Pradesh, states to its north 
and east, along with the 
. kingdom of Nepal and its helpless ruler 
are all swimming against the tide — a 





; huge red tide that has even the US | 


/ deeply worried. 
7 Now, that the initial shock of seeing | 
_ the sea of red, a 200,000-strong mobili- | 


. sation by the Peoples War Group (PWG) 
> and Janashakti that swept Hyderabad 
last Thursday, is receding, governments 


' are grappling with the worrying ques- 


tion of what lies ahead. 


The rally itself was extraordinary, 


and not merely for the numbers. It was 
the first time that the PWG, which has 





been on the banned list for the last 12 | 


. years, has held such an open show of 
strength, and it comes just as the radi- 
cal left-wing party is on the verge of a 
/ merger with the Maoist Communist 
~7 Centre (MCC) of Bihar. 

| Italso comes a fortnight before these 
Maoist groups sit down for talks with the 
new Congress chief minister of Andhra 


talks have already raised hackles in sev- 
eral quarters, not least with other states 
facing Naxalite insurgency. 


The PWG operates in the Dhan- | 


dakaranya forest belt that stretches 


across several states. Maharashtra, | 


Jharkhand, Madhya Pradesh, Chhattis- 
garh and Orissa have felt the brunt of its 
operations in varying degrees. In 2001, 
10 Naxalite or Maoist groups from India, 
Bangladesh, Nepal and Sri Lanka came 


together to form the Coordination | 


Committee of Maoist Parties and Or- 


ganisations of South Asia to aid each | 


other's movements. 


All this, according to hardliners, war- | 


rants a crackdown on leftwing extrem- 
ism, more so in view of the increasing 
turbulence in Nepal, where many parts 


are completely under the control of the 
Maoists. The Maoists had recently | 


| tested their strength by blockading the 





Pradesh, Y. S. Rajashekhar Reddy. These | 


capital, Kathmandu, and ordering the 
closure of 45 industries in the kingdom, 
some of them Indian. 

A beleaguered King Gyanendra has 
enlisted the help of India and the US 
and both countries are now acting in 
tandem to help him fight the insur- 
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gency. During his visit to New Delhi last 
month, the Nepalese king had thanked 
India profusely “for its timely and sub- 
stantive support” while seeking assis- 
tance on a wider front. 

There is thus an uncomfortable di- 
chotomy in Delhi's policy. Critics say its 
support for Andhra Pradesh's negotia- 
tions with the PWG sends out the wrong 
signals for several reasons. 

For one, the PWG has made no con- 
cessions, but is calling the shots. The 
date and venue of the negotiations are 
of its choosing: it is scheduled for 15 Oc- 
tober in the prestigious Jubilee Hall, 
close to the state legislative assembly. 
For another, the PWG says it will not lay 
down arms until its demands are met. 

This has added grist to the rumour 
mill which says Reddy is repaying a debt 
of gratitude to the Maoists for their sup- 
port, both tacit and open, in the elec- 
tions that brought the Congress back to 
power in May. 

The harshest critic of the soft line is 
West Bengal, where the Naxalites or 
Maoists cut their revolutionary teeth. Its 
CPM chief minister Buddhadeb Bhat- 
tacharya believes the AP policy is a 
threat to West Bengal where, he claims, 
the Maoist guerrillas have spread their 
operations in recent months. Maoist 
rebels are reported to have set up bases 
in the jungles of West Midnapore, 
Bankura and Purulia. 

For the Congress, however, it is not 
the criticism of its foes and allies that 
will be difficult to tackle; the more wor- 


| rying aspect is the demands of the 


Maoists. They say the main objective of 
the talks is to restore the democratic 
rights of the rural people and find solu- 
tions to the problems of the dalits, peas- 
ants and workers. 

The Maoists want more equitable 
land reforms and, among other things, 
11 per cent reservation for Muslims. 
And, of course, the release of all political 
prisoners along with a judicial inquiry 
into 'encounter' killings of extremists by 
the police in stage-managed shootouts. 

Barring the last set of demands spe- 
cific to their operations, the Maoist 
charter is pretty close to what the Con- 
gress has been promising in its Com- 
mon Minimum Programme. Will it 
make that extra leftward shift to meet 
these demands? " 

LATHA JISHNU 
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9» Presenting FFEM-Sesa Kembla Energy recovery Coke Oven Plants 

™ FFE Minerals India Pvt Ltd, à member of the F.L.SMIDTH Group and a proven 
= leader in minerai processing technology now join hands with Sesa Kembla Coke 
— =. Company Ltd, a 100% subsidiary of Sesa Goa Ltd, of which MITSUI, Japan is a 
major shareholder. This dynamic alliance will provide design, engineering, 
supply and construction of Energy Recovery Coke Oven Plants 
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Outstanding Coke Oven Technology 

FFE uses world class, state-of-the-art, energy recovery, coke oven technology 
` licensed from Sesa Kembla, on an exclusive basis, to produce low ash, superior 
pt Er quality metallurgical coke. The energy recovery, energy efficient process 


LA 
tay m produces excellent coke quality and meets EPA norms for emissions and 
IE pollution control. The oven design and refractory enables highest efficiency of 
CL production, quality and heat recovery and maximizes steam/power generation 
| FFE also offers compaction (stamp) charging allowing the use of upto 70% 
f az semi-soft coal to produce blast furnace grade coke 
— 
This international technology was enhanced and improved by Sesa in india to 
- produce the results you can see operating successfully at Goa 
240. ^ We are proud to offer this technology to our country today 
y, 
A 
J. 
Arf MINERALS 
| FFE Minerals India Private Limited 
* FFE Towers, 53, G.N. Chetty Road, Chennai - 600017. india. 
Tel: +91 44 2815 0801/2840 Fax: +91 44 2815 0803 
_ So, if it is superior coke manufacturing on your mind, emai: fer-in@fieminerals.com www fleminerals.com 


_ then look no further than FFEM-Sesa Kembla 


ANTHONY LAWRENCE 
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MAHARASHTRA ELECTIONS 


Large stakes, but 
little choice 


In the absence of real issues, independents and small 
parties may decide who reigns in Maharashtra 


T'S the drabbest election in 
many years. As Maharashtra 
prepares to go to polls on 10 Oc- 
tober to elect a new state govern- 
ment, there's a singular lack of 


— identifiable issues. Worse, neither of the 
V twocontending alliances, the Congress- 


NCP or the BJP-Shiv Sena, seems to 
have a credible chief ministerial candi- 
date to offer the people. 

No wonder then that independents 
and smaller parties like the BSP and SP 
are expected to hold the key to the for- 
mation of the next government in the 
state. Significantly, both the previous 
. elections, in 1995 and 1999, returned 
hung assemblies, underlining the bank- 
. / ruptcy of leadership in the parties that 

‘once dominated the Maharashtra polit- 
ical landscape. 

What has surprised political circles 
is the apparent inability of the opposi- 


tion combine of the BJP-Shiv Sena to 
generate any kind of anti-incumbency 
momentum against what must surely 
go down as lacklustre governance by the 
Congress-NCP In five years, the ruling 
alliance has run through two chief min- 
isters, been buffeted by the Telgi stamp 
paper scam and shown a tragic inability 
to handle crises like drought, terrorist 
explosions and communal violence. 

Yet, ifthe rulingalliance is hampered 
by a poor report card, the BJP-Shiv Sena 
is beset by a succession battle in the 
Thackeray family. The last straw was 
Sena supremo Bal Thackeray's an- 
nouncement that he was pulling out of 
the campaign because of ill health. For 
the first time, the BJP-Sena combine is 
going into election without its charis- 
matic campaigner. 

To be sure, the BJP's whiz manipula- 
tor of electoral mathematics, Pramod 
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Mahajan, has devoted the past three 
months to Maharashtra, prepar- 
ing for an election that will deter- 
mine his future status in the party. 
But he hasn't been allowed to cut 

much slack there since his party is 
the junior partner in the alliance, 
contesting just 117 ofthe 288 seats. 
The Sena, instead of focusing on 
defeating the Congress-NCB seems to 
be at war with itself. On one side is Bal 

Thackeray's son and declared 

successor, Uddhav. On the 

other his nephew Raj, con- 
sidered to be more popu- 
lar with the Sena ranks. In 
between are wannabes 
like former chief ministers 
Manohar Joshi and Nara- 
yan Rane, who are trying to 
take advantage of the family feud 

to reclaim their position. 

Denials from Sena leaders notwith- 
standing, political circles maintain rival 
camps in the party are secretly backing 
rebel candidates. Not that the Congress- 
NCP duo is without such problems. In 
fact, the Congress has officially expelled 
26 rebel candidates from the party. 

The BSB which shocked the main 
parties by capturing more than 4 per 
cent of the votes during the last Lok 
Sabha polls and was responsible for the 
wipeout of the Congress in the Vidarbha 
region, is also betting big. Party chief 
Mayawati has put up 272 candidates 
and given tickets to rebels from both the 
BJP-Sena combine and the Congress- 
NCP fold. With clear intentions to regis- 
ter her presence in the next state assem- 
bly, Mayawati is touring extensively in 
Maharashtra, dishing out dreams of 
power to her dalit constituency, which 
feels let down by the regional dalit party, 
the Republican Party of India. It lies 
shattered in 53 factions and except for 
pockets of influence in western Maha- 
rashtra where Ramdas Athawale still 
matters, the party has lost its support 
base, leaving a vacuum that Mayawati 
hopes to fill. 

In a confused scenario beset by am- 
bitious caste parties and faction-ridden 
alliances, the people of Maharashtra do 
not seem to have a clear choice. But 
after the shocks produced by the Lok 
Sabha election results, no one is willing 
to hazard a guess on the outcome. W 

ARATI R. JERATH 
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Want an air ticket really fast? 


Print a Jet Airways ticket yourself. 





Welcome to the future of air travel. Now, 
your favourite airline has made it possible for 
you to fly without a conventional ticket. 


On www.jetairways.com you can book 
your flight, pay with your credit card, take a 
printout of your e-ticket, and you are ready 
to fly. Remember to carry some valid photo 
identification* along with your e-ticket. 

Our payment mechanism is protected by 
VeriSign and Thawteusing powerful encryption 
technology (128-bit Secure Socket Layer 
— SSL) that meets industry standards. What's 
more, our web booking engine is connected 
to our Sabre Reservation System which has 


Conditions apply. *"Government-issued photo identification/Driving Licence/Voter ID/Passport (for international passengers)/Photo Credit Card 


direct links to the credit card associations 
This makes sure that your transactions on our 
website do not get exposed on the web. So it 
is safe to use your credit card on our website 


e-ticketing is the fastest and most 
convenient way to get a ticket. it lets you 
book your ticket anywhere, anytime. Now 
no matter where you want to fly, make sure 
WWNW.jetairways.com is your first stop 


JET AIRWAYS 





THE JOY OF FLYING 


NETWORK @ JA2 
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NET TELEPHONY 


Anew choice for voice 





How VQUBE works 


It lets people make voice calls from 
computer to computer. Unlike the 
existing products, this connection 
is peer-to-peer and does not use 

an intervening server 


Conference Server 
Lets multiple users 
talk to each other. 
Bandwidth allows 
four now 


Soft Clients 
The users have to 
register at the VQube 
website and down- 
load the product 










VER the years, the Indian 


hitech industry has learned | 
most of the recipes for suc- | 


cess in the Silicon Valley. But 
the one that has eluded it so far is the 


` ; ability from the Silicon Valley to throw 


up start-ups from the universities. For a 
long time India has had only two acade- 
mic start-ups: Strand Genomics and 
Pico Peta, both from the Indian Institute 
of Science (IISc) in Bangalore. So we 





ASSET MANAGEMENT 


Profits for 
the taking 


ATAs and Reliances can relax. As- 


set management companies 
(AMCs) aren't about to list and 


steal their thunder. For, with profit mar- 
gins at 30 per cent and return on capi- 


tal employed (ROCE) at 50 per cent, 


internet/ 
LAN/ 


WLAN 









Call Processor 

It identifies and connects 
the users. It's not needed 
thereafter 












Voice Mail Server 


Lets callers send 
voice mail att- 
achments that 
can be down- 
loaded later 


should watch the latest, Esqube Com- | 


munication Solutions, with more than 
passing interest. 

Esqube is actually more than a year 
old. Like Strand and Pico Peta, it was 
founded by four professors from IISc, 
working in areas like digital signal 
process (DSP) and communications. 
Esqube has now developed its first 
product: a piece of software to connect 
and talk through networks based on the 


Graphics: NEERAJ TIWARI 





Internet Protocol (IP). VQube, as the 
product is called, is one of the few 
voice-over-IP (VoIP) products that 
allow peer-to-peer networking. 

Esqube was founded by H.S. Ja- 
madagni, chairman of the Centre for 
Electronics Design and Technology at 
the IISc; K.V.S. Hari and T.V. Srinivas, 
both professors at IISc; and V. Chan- 
drasekhar, strategy consultant and vis- 
iting professor at the Indian Institute of 
Management in Bangalore. Asif 
Khader, managing director of Cranes 
Software, is also a director. The initial 
investment for the company came 
from Cranes Software. 

Esqube management says that the 
the VoIP product was developed after 
intense market research. They felt that 
people would increasingly use IP net- 
works for voice and other kinds of com- 


| munications. There was no satisfactory 


product in the market designed for 
such communication and VQube was 
developed to bridge this gap. 

The product, as it exists now, can be 
downloaded for free from the company 
website after registration. You can then 
call and talk to another online user who 
has also downloaded the product. You 








Money begets money, and how 
ROCE in % 





Profit Margin % AUM as on 31 Mar 04" 


Birla Sunlife 37.19 23.64 8,909.12 
Cholamandalam -14.80 -55.81 1,239.26 
DSPML’* 7.74 5.56 5,127.15 
HDFC 44.59 30.41 14,985.20 
Prudential ICICI 50.47 29.00 14,089.37 
Standard Chartered 52.74 30.47 7,130.05 
Tata TD waterhouses 25.86 27.44 3,990.44 





* Calendar year is accounting year **Rs (in crore) 








Source: Value Research & BW calculations 


ment and management fees, a per- 
centage of assets that's capped at 1- 
1.25 per cent, and 1 per cent for no- 
load schemes. The bull run in 2003-04 
saw cash inflows into equity funds, and 
volatile bond markets caused massive 
inflows into floating rate bond funds 
and monthly income plans. So assets 
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under management shot up. Tata TD 
Waterhouse was managing Rs 816 
crore at the end of 2002-03. A year 
down, the figure was almost Rs 4,000 
crore. Its topline also doubled to Rs 23 
crore. For HDFC AMC, AUMs doubled in 
2003-04 to about Rs 15,000 crore. So 
did its income and profits. 


can send a voice mail if the person is not 
online. You can chat or hold confer- 
ences. At present, Internet bandwidth 
constraints make conferences with 
more than four people difficult. 

There are now several players who 
provide services of this kind. For exam- 


ple, you can register at Yahoo! and make | 


voice calls through the Internet, but this 
call goes through a Yahoo! server, which 


finds it difficult to handle the switching 


if the call volumes are high. In contrast, 
Esqube offers peer-to-peer connection. 
Its server comes into play only while 
setting up the call (see diagram). 

Esqubes primary competition is 
from US-based Skype, which also offers 
peer-to-peer connectivity. This was 
launched roughly a year ago, but has al- 
ready seen tens of millions of down- 
loads, pointing at the potential of the 
technology. However, Esqube claims to 
have technology that uses much less 
bandwidth than Skype. Products of 
both companies are free at the mo- 
ment, but they could charge for value- 
added services later. 

Esqube has several variants of 
VQube at the moment: one for corpora- 
tions, one for the public, and another to 
be used on palmtops. Esqube has a 
road map that looks beyond VoIP into 
multimedia applications like video over 
IP. Let's watch its progress. E 

P. HARI 


But topline growth has not neces- 
sarily meant higher profits. AMCs in- 
cur substantial expenses on broker- 
age, marketing and distribution. 
Besides, they cannot charge expen- 
ses beyond a limit from investors. 
Cholamandalam AMC, for instance, 
spent almost half its fee income of 
Rs 4 crore on bearing additional 
scheme exopenses. 

While big AMCs are raking it in, 
does the investor gain? Yes, if AMCs 
share the booty. Says Nimish Shah, 
director and CEO of Parag Parikh Fi- 
nancial Advisory Services: “Growing 
profits allow AMCs to pass on the 
benefit to investors by lowering the 
expense ratio, especially for bond 
funds, where returns are down." E 

RACHNA MONGA 


BACK TO THE CABLE GUY 


Dear 
Mr Jaipal 


Reddy... 


Y college economics text- 
book said that India has a 
population problem be- 


cause the vast majority of the poor 
dont have any source of entertain- 
ment. So procreation is the best pas- 
time for them. As things stand today, 
the idiot box, the primary source of en- 
tertainment for a huge chunk of our 
billion strong population, is helping 
curb the procreation urge. But if some- 
thing isnt done soon about the cable 
TV operators who control the last mile 
access for Indian homes, things would 
come to a head. 

Take my cable guy, for instance. 
When the conditional access system 
(CAS) and a minimum bill of Rs 72 per 
month was being debated, my cable 
guy hiked his charges from Rs 100 to 
Rs 256 per month. I protested feebly 
but had to pay, as there was no other 
cable operator in the area. Next time 
he came to collect the bill, I told him 
about the reception problems on 40 
out of the 75-odd channels he beamed 
into my TV. He said he will promptly 
get it fixed. Its been four months since 
that and nothing has happened. And I 
am not alone in my plight. A recent 
survey by consumer organisations 
across the four metros reveals that ca- 
ble TV woes are now a burning issue 
among citizens. I am listing out some 
ofthe common grudges, backed with 
numbers and facts: 

B 7 of 10 households do not have an 
option to change their cable operator. 
ii 80 per cent of Indians faced a hike in 
subscription charges at least once in 


BUSINESSWORLD 19 18 OCTOBER 2004 


Will the information & broadcasting 
minister heed the missive? 


the last one year. 

E Though 70 per cent receive more 
than 50 channels, 83 per cent usually 
watch less than 15 channels. Thus, we 
are paying for at least 35 channels that 
we never watch. 

ii 82 per cent of us pay between Rs 150- 
300 as monthly cable subscription 
charges: 38 per cent pay between Rs 
150-200, 24 per cent between Rs 200- 
250 and 20 per cent between Rs 250-300 
per month. 

Bi Subscribers in Kolkata, Chennai, 
Mumbai and Delhi pay an average 
monthly subscription charge of Rs 175, 
Rs 187, Rs 247 and Rs 253, respectively. 
@ 96 per cent of us have heard of CAS 
Most subscribers in Delhi, Kolkata and 
Chennai dont find it acceptable, as they 
fear an increase in monthly rentals. 
Mumbaikars, especially those paying 
more than Rs 200 per month, expect 
CAS to bring down TV costs. 

Bi 67 percent of us do not mind ads 
during TV programmes. In fact, only 3 
out of 10 are willing to pay more if TV 
programmes drop ads altogether. 

B What we really want is simple: better 
picture and audio quality, an effective 
complaint redressal system, and a 
respite from the irritatingly constant 
change in the order of channels. 

Can we expect you to do something 
before the next Lok Sabha elections or 
should we revert to the age-old mode of 
entertainment called procreation? W 

VIKAS DHOOT 





DILEEP PRAKASH 





The features and specifications as stated above 


MANUFACTURING UNIT AND REGISTERED OFFICE: PLOT > 1 
SOUTH: N 54 EVELOPED ! TL THIR KA NOUSTRIAL ESTATE FKKADUTHANOGA 


REGIONAL OFFICES 





HYPNOTIZING STYLE. GETZ YOL 
OVERLOOK DESIGNER LABELS. 


THE NEW HYUNDAI GETZ. FOR YOU. OR SOMEONE YOU'D LIKE TO BE. GET USED TO CHIC EUROPEA! 
DESIGN, SLIM FLUID LINES ON THE EXTERIOR. GET USED TO EXQUISITE TRIM AND PLUSH INTERIORS 
GET USED TO BEING OGLED AT AND FLIRTED WITH 


p 


may not be à part of the standard equipment and are subject to change without prior ni 


ED HYUNDAI! 


1341 CC, 12 VALVE SOHC ENGINE 
POWER 52.9 PS @5500 RPM 
TORQUE 11.8 KOM 3200 RPM 
POWER STEERING 

ANTI-LOCK BRAKING SYSTEM 


5 SPEED MANUAL TRANSMISSION 





CENTRAL LOCKING 
GLOBAL SAFETY STANDARDS 





SPACE WIZARD SYSTEM 





WWW.HYUNDAI.CO.IN GETZ 





‘0000 MARKETING AND SALES HEAD OFFICE AND NORTH REGIONAL OFFICE: A-30. MOHAN CO-OPERATIVE INDUSTRIAL ESTATE MATHURA Boa NEV 
"ILDING, GROUND FLOOR, 8HULABHA DESAI ROAD, MUMBA 40¢ 76. PH; 022.23525441! EAST: Fa BLOCK.GP SECTOR. 






` undertake 
'" J Shows one set of pages to the search 


* » SEO under the garb of white-hat SEO is 
_ by changing the meta-tag, or the key- 


. ingit. Lots of websites tweak meta-tags 


. kind of demand search engine optimis- 


-~ — a metaphor for dubious optimisa- 


J would have a number of websites that 


. Page, and not because of the ranks that 


SEARCH ENGINE OPTIMISATION 





WANT my website to show up | among the other keywords describing 
among the top 10 results of the site content are "timesofindia" and 
Google or Yahoo whenever | "aajtak". Other media websites like Hin- 
someone searches for abcd, | dustanTimes, too, use keyword descrip- 
pqrs, wxyz, or mnop." Thatisthe | tions of competitors. HT's content key- 
word description is something like 
this — "economic times, indian ex- 
press, star tv, India today, The 
hindu..." Even Wipro, one of India's 
leading IT services company, includes 
SAP, Siebel and SAS, among other well- 
known names, in the description of 
content on its website. 

What does it all add up to? It's akin to 
sending off a person to Nagpur when he 
wants to go to Mumbai, without his 


ers are accustomed to hearing. To make 
sure that happens, websites 
have to undergo a variety of 
tweakings, including some chan- 
ges in content and search engine 
optimisation (SEO) service pro- 
viders cannot just restrict themselves 
to, well, “optimising” content. 
Enter the domain of 'black-hat SEO' 


tion. It uses a number of ways to try and 
fool the web-crawler. A popular option 
is the "link farm". According to an SEO 
service provider BW spoke with, an SEO | 


ask? In each of these cases, the competi- 
tion doesn't see it fit to do the same. In- 





will all link to a particular site and make 
money off it. One of the parameters that 
Google's PageRank index uses is the 
number of sites linking to a site. (It's 
called the PageRank index after Larry 


keyword descriptions. It's a grey issue 


SEO providers. The CEO of a web-mar- 
keting firm says: "It's the same sort of 
ethical dilemma that is similar to the 
one raised about advertising where you 
make use of your competitors’ names.” 
Are the SEO providers right in saying 
that? According to Vivek Kathpalia of 
Nishith Desai Associates, a legal firm in 
Mumbai: "Under the law of torts, 
| this would constitute interference 
of business, It is tantamount to 
companies drawing away peo- 
ple from where to want to go 
originally." While this does techni- 
cally construe as causing confu- 
sion to a surfer, it won't be able to 
fool Google's spiders. Some of the 
page ranks will be almost irrele- 
vant. The bigger issue at hand here 
is the misuse of trademarks. Accord- 
ing to Kathpalia, under the law of 
torts, you could be sued for using any 
registered trademark as a meta-tag. And 
this is really a huge grey area. If there are 
no goods or services being sold or of- 
fered, it could lead yet more wheels- 
within-wheels. 


it gives the relevant pages). Naturally, 
the more the links, the higher the site 
rank. Lots of local providers also 
“cloaking”, which 








engine and one set to the user. 
However, the most widespread 
and easy method of doing black-hat | 


word content description. The meta-tag 
usually contains a description of the 
sites content. Search engine spiders 
crawling the web can take a lookat the | 
meta-tags and then decide whether the 
site has relevant content before index- 





so that they can one-up the search 
engine crawlers. 

Take a look at the source 
code of www.ndtv.com. Be- | 
sides the regular meta de- 

- scriptions of news and India, 
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and not entirely illegal, aver some ofthe | 


P d 


For the eye of the spider 


Black-hat optimisers lure unsuspecting web-crawlers to their pages 






| 
| 


knowledge. Well, so what, you might | 


dian Express or Infosys have not used | 
any of their competitors names inthe | 















Says Rahul Matthan, partner at Trile- 
gal, a national law firm: "It's difficult to 
| prove any kind of violation with autho- 
rity. A firm will need to show that there 
has been damage and loss of business 
due to misdirection of traffic away from 


its website, and that will be very 
difficult." In an article he wrote 
about lawsuits on using trade- 
marked meta-tags on 
searchenginewatch.com, editor 
Danny Sullivan writes: “... Trouble may 
come depending how and why you are 
using the tags. Those who have used the 
tag in what was a deceptive manner 
have lost the case". 

In April 1998, Playboy Enterprises 
successfully sued the operators of Asia- 
Focus and Internet Promotions, two 
websites now defunct, for the use of the 
words Playboy and Playmate in their 
meta-tags. However, Playboy Enter- 
prises was to lose a case against one of 
its former Playmates, Terri Welles. The 
court ruled that Welles was 
within her rights to use 
Playboy and Playmate as 
content keywords for her site. 

So some of the websites 
might be given the benefitofdoubt. Ni 
IRSHAD DAFTARI 











HP Integrity servers are taking off, as are the companies using them. 





Companies adopting HP Integrity servers, powered by industry-leading Intel Itanium 2 Processors, art 
seeing remarkable gains in performance. The momentum is building. O fi | 


choosing HP Integrity servers. Leading software and technology partners is BEA 
SAP and Siebel Systems have embraced the platform as an industry st 

manage a mixed environment of UNIX, Microsoft’ Windows , Linu» 

are fast becoming the ultimate consolidation tool. Demand maximum per o 

ta the future. Di ind i 


efficiency now, on a platform that will carry you forward in 
world proven, and get it—with HP Integrity server solution 


Choosing HP Integrity servers, choosing results. 














SUNDARAM CLAYTON | BHARAT FORGE LTD. KOREA TELECOM FIAT AUTO 
| LTD. Intel® p d : " dis Lhit 
aS S ntel” Itanium" 2 Deploying HP Integrity Standardising on 64-b 
| Deploying HP Integrity Processor-based HP Superdome servers on nfrastructure using 
rx2600, rx4640 and Integrity Servers rx7620 64-bit infrastructure, they | HP Integrity servers 
| 5670 servers running and rx2600 have given are delivering higher they're integrating ond 
| HP-UX 11i v2, SCL has Bharat Forge faster data quality services and | enhancing sales and 
reduced financial retrieval and lower introducing new service as we 
and productivity losses access time, with 3096 innovative services. | as streamlining the 
b associated with expected savings on IT | As a result, they are able buying process while 
downtime. | spends and high levels to increase the level of lowering sales cost 
of investment protection. | service quality and lower 
| the costs. 





Get the IDC white paper outlining the 
performance of HP Integrity servers 


7 ; with Intel” Itanium’ 2 Processors. 
O CALL 1600 444 999 


invent 


E-MAIL india.bcs@hp.com 


2 
— ITANIUM 


CLICK www.hp.com/in/demandintegrity2/BW 





62004 Hewlett-Packard Development Company, LP. Intel, itanium, Intel Inside, and the Intel inside logo are trademarks or registe 
and other countries. Microsoft and Windows are either registered trademarks or trademarks of Microsoft Corporatior 





MARINE DRIVE FOR KEEPS 
WOULD you wear a '| Love Marine 
Drive' T-shirt? Maha Mumbai Re- 
gional Development Authority 

(MMRDA) thinks so. It recently 
awarded a Rs 30-crore contract 
to beautify Mumbai's Marine 

Drive to ARC-CGL, à consor- 

tium of brand consulting com- 
pany Alia Group and architects 
Ratan Batliboi and Company. The idea is to 
beautify the place, brand it and market it as a destination. That 
will involve trying to bring back the original experience and 
sprucing up the Victorias, doing up the Art Deco precinct, et al. 
"We'll look at how we can weave stories around the place... Did 
you know that JRD's first plane landing happened at Chow- 
patty?" asks Sanjeev Malhotra, director, Alia. Eventually this 
might be extended to merchandise as well. So save the cash for 
those Marine Drive memorabilia. 


WANTED: A WIRELESS WINDFALL THE first part of the Rs 
1,200-crore Star India's wireless strategy is kicking in. Viewers 
of Star Plus' popular 11:00 p.m. show Kahin To Hoga can now 
bid in a reverse auction for the jewellery the protagonists are 
seen wearing in the show. So someone can land a Rs 9 crore 
set for as low as Rs 5 if she is the 'lowest unique bidder'. The 
move should get traffic on the 7827 number Star Plus uses for 
SMS reactions. Star gets a portion of the revenues that the mo- 
bile company makes every time a message goes to 7827. Star 
India CEO Peter Mukerjea eventually wants to earn 30 per cent 
of his revenues from wireless. While most media companies 
use SMS for interactivity, this is the first attempt at commerce 
via mobile via TV. This is one show every major TV and radio 
company will be glued to. 


BACK HOME BARELY two months after he joined Rediffusion 
DY&R, Kartik lyer has returned home to Initiative Media, the 
media arm of Lowe, as president. Although both lyer and Rediff 
chief Preet Bedi are tight-lipped about the reasons, industry 
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Kartik lyer: sources say that lyer felt his expec- 

Taking to tations were not being met by his 

Initiative erstwhile employer. lyer had 
been roped in by Bedi, a former 


colleague from Lowe, to 
head Rediffusion 
DY&R's strategic 
market planning 
division in August. 
But the stint did 
not last long ow- 
ing to personal 
differences. lyer 
went back to Ini- 
tiative in October. 


. 


TRIBHUWAN SHARMA 










LEMON 


Creative 
expansion 


S the era of the creative hot shop over? With all the con- 

solidation happening in the advertising space, WPP 

alone owns a bulk of the major ad agencies globally, it 

would seem so. But one look at Ravi Deshpande and his 
agency Lemon rejuvenates your faith in the idea of a hot shop. 
Over the last three years, he seems to have achieved a mix cre- 
ativity and scale, without compromising on either. 

He has done that by diversifying smartly, unlike other hot 
shops in India. Design, retail solutions and brand identity 
manuals are emerging as important focus areas. This year, for 
instance, 30 per cent of Lemon's business came from design 
and retail alone. And Deshpande hopes to take this up to 50 
per cent in a year or so. Design has consistently been an es- 
sential element in Lemons portfolio. The first big design as- 
signment was revamping the packaging for Cadbury 
Temptations in a very "un-chocolate" fashion. "We should 
be ready to advertise products at different touch points 
like packaging," says Deshpande. Besides that Lemon 
has done design work for Inox multiplexes, Mumbai- 
based restaurants like Goa Portuguesa and Culture 
Curry, where they have designed everything — from the 
lookand feel ofthe restaurants to the menu cards. Lemon 
is currently doing design work for Birla Viscose. "We try 
and do a lot of anti-category advertising by providing a 
fresh example. For instance, the packaging for Tempta- 
tions and the campaign for Zoom which went against con- 
ventional TV advertising," says Deshpande. Lemon dispels 
the myth that "small-sized agencies are not able to handle big 
brands", he says. To grow he is also exploring options to ex- 














MOVING 


NCE an adman, always 
an adman. Harish 
Krishnamachar, 41, is going 
back to first love, advertising 

after three years as vice 
president, marketing at TVS. 
He took over as 
senior vice 
president, strategic 
planning at Lowe, 
last month. 
Advertising is 
more satisfying for 
the man who launched 
the TVS Victor bike. “I have 
always felt comfortable with 
brands and consumers. On 
the client's side you often 





DILEEP PRAKASH 
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pand into cities like Delhi and Dubai. 

On the cost side, Lemon has maintained a lean structure 
in order to keep overheads low and also be flexible at the same 
time. Deshpande has a 20-member team that does every- 
thing. For finance and production, Lemon relies on Euro 
RSCG's resources. "In a large agency you see people manag- 
ing business on Rs 100 crore-150 crore which is pretty much 
the set-up we have,” he says. 

Can Lemon continue to grow and remain creative? Desh- 
pande points to other international hot shops 
like Bartle Bogart Hegarty (BBH), Wie- 

den+Kennedy and Mother. Like BBH, 
Lemon prides itself to be an “idea-based 
and creative-focused” agency. Also, it has 
consciously decided to be choosy of the kind 
of clients it takes on. “We have decided not to 
run and chase every piece of business 
that comes our way. We first try and 
see if there's a match of culture, mu- 
tual respect and a good understand- 
ing of the category,” says Desh- 
pande. His thinks that hot shops, 
with a nice blend of strategic plan- 
ners and creative, have an edge. 
"They have no baggage, they don't 
have any other agenda. They are 
just passionate about advertising.” 
He recommends hot shops for 
brands that need a fresh lease of 
life. “They are more likely to unbox 
your brand than mill-like agencies 
where your product is industri- 
alised. That's how we will make a dif- 
ference in a competitive market.” 
And god knows India is a big one, with 
as many opportunities. w 
NEELIMA MAHAJAN 






















HEMANT MISHRA 


AROUND 


tendtogetcaughtupwith | identand COO Pranesh 
the product and end up pay- | Misra says Krishnamachar 
ing less attention to con- will be a “national resource” 
sumers.” Beginning his ca- for Lowe. “Harish has experi- 
reer with TI Cycles in a sales ence both in advertising as 
and marketing job, he went well as marketing. That per- 
on to do a stint in research spective will be invaluable in 
followed by advertising at | brand strategy,” Misra says. 
Mudra and Lowe before This is not the first time that 
moving to the Sydney office | Lowe has hired a person 
of South African paint major | with sucha background. The 
Barlows and later TVS. But | Delhibranch head Mohit 
despite all this, advertising Beotra is from a similar 
remained his first love. background. And much like 
"The attraction of work- Krishnamachar, he had also 
ingon multiple brands and worked with Lowe earlier in 
categories is drawing me to his career. a 
this job,” he says. Lowe pres- NEELIMA MAHAJAN 
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RADITIONALLY, filmfolk 
have always been 
mighty superstitious. No 
major film is released dur- 
ing shraddh, while Diwali, 
Dusherra and Id is every- 
one's favourite time for a 

big release. But a new 
breed of filmmakers is 
ignoring these tradi- 

tions. So while Yash 
Chopra's Veer-Zaara, 
Subhash Ghai's Kisna 

or UTV's Swades will 
avoid a release in 
October, 'niche' or 
'multiplex' films are 

going ahead with their 
releases. UTV's 

Moming Raga, 

Gurinder Chaddha's 

Bride and Prejudice, 
iDream's King of Bollywood 
and Ritupamo Ghosh's 
Raincoat, are among about 
half a dozen films that 
have either released or will 
be releasing in the coming 
days. That makes a usually 
dull October a festival of 
'different' films. If the films 
flop, these filmmakers will 
know who to blame. But if 
on Diwali weekend Veer- 
Zaara falls flat, who will 
Yash Chopra blame? 


HE findings of Cartoon 

Network's fifth study on 
Indian kids, branded, New 
Generations 2004 has 
some really interesting 
things to say. These kids 
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MEDIA ROOM 


like to play, study, 
Shahrukh Khan, and keep 
a good health. They watch 
a lot of Cartoon Network. 
But guess which is the sec- 
ond most popular channel 
among 13 per cent of the 
3,200 plus kids between 





7-14 years. Star Plus! 

Relax, they don't watch 
saas-bahu capers, but are 
hooked to Son-Pari and 
Shakalaka-boom boom. 


N the same uncon- 

ventional note comes 
Getz. The car launched by 
Hyundai recently has had a 
music album made for its 
rather unimaginative ad. 
The album Getz You, com- 
posed by Anu Mallik and 
sung by Kunal Ganjawala, 
was launched by EMI's 
Virgin Music last week. 

So, after in-film brand- 
ing, here's in-song brand- 
ing for you. Hyundai is 
essentially creating music 
for its brand and Virgin is 

hoping that everybody 
else likes it. Hyundai 
marketing head 
^ Sanjeev Shukla reck- 
ons that the Getz ad 
is more about attitude 
and so having a spe- 
cial music album for it 
made sense. ^l 
VANITA KOHLI-KHANDEKAR 


Graptece ASHISH SAHI 


zby ashok v. desai == 
b 





The author is consultant 
editor of The Telegraph. 





Textiles will fail us 


— and why 


S the end of the Multifibre Agree- 
ment approaches, the consensus 
is that China and India will gain 
from it. Garment shops set up in 
little countries to take advantage of 





| quotas will die; India and China —with their in- 
| vestment capacity, cotton and synthetic fibres, 
| andeconomies of scale — will sweep the board. 


However, a consensus also seems to be 


| emerging that China will grab the lion's share of 


the market. This is partly based on the current 
marketshares of the two countries; Chinas ex- 


| ports are many times Indias. But itis also based 


on the investments being made by Indian | 


firms. They are certainly expanding capacity; 


some are even building new plants. But the | 
sum total of such new capacities is, neverthe- | 


|. less, modest. It may lead to a rise in exports, but 


The 
financial 
system is 
hostile to — 
risk-taking | 
and to new 
entrepre- 
neurs. It | 
will defeat | 
the textile 
industry's 
efforts to 
capture 
the world 
market. 





it will not double or triple them. It will come | 
nowhere near exploiting the vast new market 
| economists may see a great opportunity, even 


that will become available. 

It is also difficult to avoid the impression 
that most of the new investment is going into 
big firms. They are already large, they are sub- 


stantially mechanised, they sell to large buyers | 
. abroad and are building capacity on the basis | 


of the buyers’ firm orders. Of them, there are at 


most a couple of dozen. But there are hundreds | 


of other small firms; they do not seem to be on 
the threshold of a big expansion. 


This impression may well be due to lack of | 
| information. But it is difficult to shake off. The | 
| truthisthata great many firms in India were set | 
up simply to appropriate quotas. There wasa | 


new entrants' quota which encouraged entre- 
preneurs to set up new firms. However, often 
the same old entrepreneurs divided up their 
production between a large number of small 
firms. All this fragmentation will go: just as pro- 
duction is going to be concentrated globally, it 
will be concentrated within India as well. 

So, five years from now, we will get a stream 
of articles bemoaning the fact that India missed 


. agolden chance and lost out to China. They will 


blame Indian firms and entrepreneurs for their 








unwillingness to grab the chance when it came. 
That diagnosis, when it comes, will be entirely 
mistaken — although then it will not matter, for 
the opportunity will already have been lost. 
The sorry outcome, if it arises, will owe itself 
to two factors. First, banks — mostly owned by 
the government — are the only substantial 
source of institutional finance. There used to be 
government financial institutions at one time. 


` But they ceased to get automatic finance from 


the banks, and their investments turned sour; 
they are no longer in a position to lend or invest. 
There are a handful of new merchant banks, 
but they prefer to finance big boys such as the 
new telecommunications companies. 

Second, banks have lent heavily to textile 
firms during previous export booms. A large 
proportion of their loans turned sour, and they 
have been turned off textiles. The government 
may think textile exports have a great future, 


textile exporters can see it. But it will make no 
difference. The banks will no longer expose 
themselves substantially to textiles. 

That leaves the stockmarket. It did finance 
thousands of small firms in the early 1990s. But 
in the slump of 1997-2002, most of them turned 
turtle. Now we have a regulator, Sebi, which is 
determined to ensure that that it will never 
happen again. If an entrepreneur tries to raise 
more than five times his pre-issue net worth, he 
hasto find Qualified Institutional Buyers (QIBs) 
for 60 per cent of the issue. These QIBs are à 
modern edition of the old government finan- 
cial institutions; they are tight-fisted, slow and 
conservative. Above all, they are mainly Bom- 
bay-based. An entrepreneur who does not 
know the big shots of south Bombay is unlikely 
to be able to find QIBs to back him. So Sebi has 
effectively shut out small and new entrepre- 
neurs from the equity market — and that in- 
cludes textile exporters. The reason why we will 
fail to seize the opportunity in textiles is that the 
‘reforms’ have created a financial system that is 
closed to enterprise and competition. D 
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> PRAKASH 


HERE was this patriarch who 
married off his daughter to 
an unknown ‘middle-class’ 
techie from the US and in- 
vited him to join the family 
business. The old man set up 
a company for his son-in-law 
and put in most of the money needed in 
the early days. Then he gave the son-in- 
law a free hand to manage the business. 
Fourteen years later, the old man woke 
up one morning to realise that the busi- 
ness did not belong to him any more, 
but to his son-in-law. 

At least that is how T.PG. Nambiar, 
the 82-year old, London-based chair- 
man of the BPL group, has presented his 
case before the Company Law Board 
(CLB). His 71-page petition — which, 
along with supporting documents, 
makes up the 531-page docket submit- 
ted to the CLB — reads like a business 
crime thriller, punctuated as it is with 
anecdotes of many wrongdoings. 

TPG, as Nambiar is known, is trying 
to get back control of the Rs 880-crore 
BPL Communications, the holding 
company of the groups two operating 
companies that have cellular licences 
for Mumbai, Maharashtra, Tamil Nadu 
and Kerala. 

If TPG is to be believed, the son-in- 
law in question, Rajeev Chandrasekhar, 
created and managed BPL Communi- 
cations all these years for just a salary 
anda few shares in the investment com- 
panies that own BPL Communications. 
His contention is that all the shares that 
Rajeev claims as his equity (32.42 per 
cent) essentially belong to TPG because 
he was the original investor in the mo- 
bile business. Though TPG has played 
no operational role in BPL Communica- 
tions for the past 15 years, he now wants 
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TPG Nambiar says he owns BPL 


(Epsilon 
Advisors, 
Vectra 
Holdings, 
Surya- 
samundra) 


(TPG Nambiar, 
Electro 
investment, 
Namfil Finance, 
Nambiar Intl.) 


FACEOFF 


Communications. Rajeev Chandrasekhar 
begs to differ. By Rajeev Dubey, Radhika Dhawan 


and Mitu Jayashankar 
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the company under his control. 

Rajeev begs to differ. In an hour-long interview with BW 
soon after the spat broke out, he pointed out that he built up 
the telecom business from scratch. That part is certainly true 
— the telecom business has never had anything to do with the 
rest of the BPL group. Rajeev has been running it for the past 
14 years. Rajeevalso says that he invested Rs 40 crore in 1996 in 
the business and has since leveraged it to raise fresh funds 
from time to time. He agrees that TPG and the BPL group did 
initially put in some money to set up the company, but that 
was all. Over the years, as fresh equity was brought in, the pro- 
portion of TPG's shareholding dropped. 

TPG's petition claims that Rajeev never brought in any 
money because he “had no assets of his own". Rajeev refuses to 
get drawn into that argument. “I have a particular stake in this 
company from a particular time. Money has come in. How I 
have funded and all is beyond the scope of all this," he insists. 
(See interview on www.businessworldindia.com) 

TPG claims he wasn't aware of how and when his majority 


WHY BPL COMMUNICATIONS IS CRITICAL 





Indian Shareholders 
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France 
Telecom 
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Mumbai) 


holding (as much as 61.43 per cent as per the ADR prospectus 
of November 1996) got converted into a minority (30.18 per 
cent as per his petition). He claims that once he realised that 
Rajeev was acting as the owner of the telecom business, he 
sought the CLB5 intervention. According to him, Rajeev took 
a series of steps over a period of time to reduce TPG's share- 
holding in the company. 

The shareholding of BPL Communications has changed 
substantially over time. The biggest change took place during 
the Rs 100.66-crore rights issue in May 2002. That was when 
Rajeev's share of the company became higher than his father- 
in-law's. TPG claims that Rajeev prevented the BPL group 
companies from subscribing to their rights. TPG has asked the 
CLB to cancel the issue with retrospective effect. 

Rajeev scoffs at this contention. He says a detailed check of 
the records available with his company secretary will show 
that the rights issue was conducted with full propriety. 


37.4% 


100% 
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Apparently, the tension between the father-in-law and the | 


son-in-law has been simmering for some time. The trigger for 
the petition to the CLB could well have been the fact that the 
BPL group needs some urgent infusion of cash — and BPL 
Communications controls two companies that do have cash. 

Sources say TPG's son Ajit Nambiar had turned to his 
brother-in-law for help. For over four years now, Ajit has been 
trying to convince his collaborator Sanyo to invest in the com- 
pany so that BPL could take on the competition. Rajeev, 
apparently, agreed to help out to the extent of Rs 200 crore-250 
crore so that Ajit could release BPL shares pledged with banks 
and financial institutions, and sell them to Sanyo. But, appar- 
ently, Rajeev was tardy in releasing the funds. Given the timing 
ofthe petition, there could be a correlation between the delay 
in giving the loan and TPG's drastic step to move the CLB. 

On the other hand, there is another rumour doing the 
rounds about why TPG chose to move the CLB at this particu- 
lar moment. According to this version, TPG was forced to act 
because Rajeev was on the verge of selling out of BPL Commu- 
nications. Rajeev laughs off this version. 

On 28 September, the CLB 
ordered a status quo on the 
shareholding of the company 
and reversed the order the fol- 
lowing day. Unless settled ami- 
cably, this family potboiler is 
sure to keep one of India's 
prominent business families 
on the boil for a long time. The 
problem is that both the father- 
in-law and the son-in-law have 
very different versions of the 
same events. And both versions 
raise some interesting ques- 
tions for which there are no 
clear answers, at least currently. 


The Rights Issue 


A rights issue by BPL Commu- 
nications in 2002 to raise 
Rs 100.66 crore is at the centre 
of the TPG petition. It is at this 
stage that, for the first time ever, BPL Communications equity 
controlled by Rajeev (and the investment companies under 
his control) surpassed the equity held by TPG and his invest- 
ment companies. 

Consider this: in November 1996, as per BPL Communica- 
tions' ADR prospectus, TPG and his investment companies 
owned 61.43 per cent of the company as against 38.57 per cent 
equity held by Rajeev and the investment companies con- 
trolled by him. After the ADR, their stakes came down to 47.95 
per cent and 29.99 per cent respectively. At the time of the 
ADR, TPG did not dispute the shareholding pattern, though 
now he claims that even the 38.57 per cent shares originally 
shown to have been held by Rajeev should be considered as 
BPL group shares. 

In 2000, according to the data filed with the Registrar of 
Companies, TPG's holding had gone down to 32.29 per cent 
and Rajeev's to 27.72 per cent. Even at this stage, TPG and his 
investment firms controlled a higher stake than Rajeev's. 


BPL Cellular 
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In 2002-03, however, after the rights issue, the sharehold- 
ing pattern changed. TPG now held 30.18 per cent of BPL 
Communications while Rajeev controlled 32.42 per cent. 

TPG's petition to the CLB lays out in great detail his version 
of what transpired between 2000 and 2002-03. TPG claims 
that the rights issue was made without taking either him or the 
BPL group companies into confidence. Two, the offer letters to 
the TPG companies were sent not to their registered offices, 
but to wrong addresses. Three, Rajeev knew that TPG would 
be in London in April-May 2002 and the issue was hustled 
through so that TPG and his companies could not participate. 

And, according to the petition, this is what happened: In 
London, TPG decided that he wanted to participate in the 
rights issue and asked for it to be extended. The issue was duly 
extended to 31 May 2002 and TPG returned to India on 19 May. 
At this point, Rajeev apparently advised his father-in-law that 
TPG and the BPL companies did not need to put in any fresh 
money for the issue. The reason was that Rajeev and his com- 
panies owed money to TPG and his group companies and that 
money would be converted to shares after the rights issue. 

Finally, even though TPG's investment companies sub- 
scribed to the issue on the last date (31 May 2002), no shares 
were allotted to them, the petition claims. 

Rajeev pooh-poohs those claims. He says that TPG and his 
investment companies didn't subscribe to their rights. "If a 
rights issue is done, some shareholders contribute, 
some dont," says Rajeev. His own companies 
participated fully in the rights issue. 

TPG wants the rights issue to be can- 
celled with retrospective effect. But why did 
he wait so long to act? The issue took place 
in 2002, while the petition has just been 
filed. TPG's lawyer Alok Dhir doesn't want to 
comment on that. TPG himself was unavail- 
able for comment. 


Who Originally Owned BPL Communications? 


The petition portrays TPG as a naive, gullible patriarch who 
has been wronged by his son-in-law. But, can an 82-year old 
man, who built a formidable business empire, be fooled into 
doing things against his interest? 

According to the TPG version, he — and the BPL group 
companies — put in most of the money while setting up BPL 
Communications. And Rajeev didn't really have any stake in 
the company. Certainly, the early shareholding pattern shows 
that TPG controlled two-thirds of the company. 

Over the years, the petition claims, Rajeev convinced his 
father-in-law to give up chunks of his equity to companies 
controlled by Rajeev. These were then sold at a hefty premium 
to private equity companies by Rajeev's companies. This was 
how TPG's shareholding became smaller over a period of al- 
most five years. The rights issue was only the final event that 
reduced him to a minority shareholder. 

That TPG's shares were transferred to Rajeev's companies 
(and later sold) is a documented fact. TPG also claims that his 
shares were pledged as collateral to various banks when BPL 
Communications needed to raise debt. What is not particu- 
larly clear is that, if his version is indeed true, why TPG allowed 


it to happen since the events took place over a very long period | 






BPL COMMUNICATIONS 


1990: Rajeev Chandrasekhar, a techie, returns to India 
after working with Intel in the Silicon Valley. Aug 1991. 
Rajeev marries Anju Nambiar, daughter of BPL founder TPG 
Nambiar. Rajeev appointed as executive director of BPL 
Mobile Communications. 1992: DoT invites technical bids 
for cellular mobile telephone service in Delhi, Mumbai, 
Kolkata and Chennai. 3 Sept 1994: Rajeev sends 
handwritten note to TPG that he is interested in creating an 
asset base for himself. 29 Nov 1994. Eight operators 
get licences to provide mobile services in the metros. BPL 
Systems and Projects gets the Mumbai licence. 
16 Jan 1995: renders invited for mobile services in 
20 circles. Mid-1995: BPL Mobile Communications 
starts mobile services in Mumbai, then Bombay. July 
1996: Rajeev becomes managing director and CEO of 
BPL Communications. 15 Mar 1997: Rajeev gets 
26.17 lakh shares of Namfil Finance Company transferred 
to Vectra Holdings at par. These shares were then trans- 
ferred to Aidtel Holdings, Mauritius, at $8.5 per share. 
Vectra gains Rs 96 crore at the expense of Namfil. 
June 1997: BP. Mobile Cellular starts services 
in the Maharashtra, Tamil Nadu and Kerala cir- 
cles. 14 Jan 1998: 28.5 lakh shares of BPL 
Communications held by Epsilon Advisors, con- 
trolled by Rajeev, transferred to Astra Telecom at 
Rs 10 per share. 10 Feb 1998: Shares sold to 
CDC Financial Services at $8.25 (Rs 350) per share. 
Mid-1998: 9.24 iakh shares of BPL Communications 
held by TPG's Electro Investment transferred to Rajeev's 
Vectra Holdings, and eventually to AidTel, Mauritius. NOV 
2000: BPL Communications issues 5.57 lakh shares to 
Epsilon Advisors, which was controlled by Rajeev. May 
2002: Rights issue date extended to May 31 since TPG 
was out of the country. TPG companies not allotted any 
shares in the issue. 22 June 2004: sp. 
Communications passes resolution to acquire 100 per cent 
shareholding in BPL Mobile Cellular. 23 June: BPL Mobile 
Cellular approves the acquisition of the entire stake of Media 
One. Sept 24: TPG files CLB petition at 12 noon. 
Sept 27: CLB order status quo at 4 p.m. Sept 29: 
Rajeev files application to vacate the CLB petition at 
12.20 p.m. CLB reverses order to maintain status 
quo at 2.30 p.m. 
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THE CHANGING FACE OF 
BPL COMMUNICATIONS 
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31 Dec 1993 


Tangelo Securities set up 


1 June 1995 


Changes name to BPL Cellular 
Holdings 


Renamed as BPL 
Communications. 


of time. Surely, the founder of the BPL group couldn't be so 
gullible as to commit the same mistake time and again. 

According to sources who know the family fairly well, all 
the transfers took place with the full knowledge of TPG. Oper- 
ationally, BPL Communications has always been run by 
Rajeev. Initially, the father-in-law had a larger shareholding, 
but he was essentially a passive shareholder. Later, he trans- 
ferred some of his shares to the Rajeev-controlled investment 
companies for a consideration, when the BPL group needed 
some money. Whether he transferred them for a fair price or 
merely transferred them to help out his son-in-law is, of 
course, the point under contention. 

And why did TPG suddenly turn against his son-in-law? 
One story is that TPG wants money now for his own business 
and feels that he shouldn't have given up his shares in BPL 
Communications, which are worth much more now. 


The Original Shareholding 

According to TPG's petition, even the 38.57 per cent that Ra- 
jeev started out with was not really his own. "(Rajeev) comes 
from a middle-class background and did not hold any assets 
at the time of his marriage with the daughter of TPG in the year 
1990,” says the petition. Ergo, if he had no assets, how could he 
have any shares in BPL Communications in 1990? 

Later, the petition becomes even more scathing in its at- 
tack: "(Rajeev) has been involved in financial juggling in ac- 
quiring the control of about 32 per cent of (BPL Communica- 
tions) without investing even a single penny." 

BPL claims it has invested a total of Rs 500 crore into the 
mobile business over the years. TPG's petition, however, gives 
only two specific instances of these investments: first, it in- 
vested Rs 64 crore when the Mumbai licence was awarded to 
BPL Systems. Second, it invested another Rs 194 crore when 
BPL Mobile Cellular won the Maharashtra, Tamil Nadu and 
Kerala circles. Apparently, these investments got converted 
into TPG's 61.43 per cent equity in BPL Cellular Holdings (pre- 
vious name of BPL Communications) when it was formed to 
consolidate the telecom business under one entity. As a con- 
sequence, equity investments in the operating companies 
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(that held the cellular licences) were swapped for equity in 
BPL Cellular Holdings. 

Rajeev says: "Nobody gave me shares. I was clear from day 
one, I didn't want any inheritance. Shares were subscribed to 
me. It is my company. That is a very easy way of establishing 
who owns what shares and where did your shares go. There is 
no elaborate astrological interpretation required. There is no 
Feng Shui here." 

Rajeev says he brought in investments worth Rs 40 crore in 
1996: "Yes, me, personally. And I did it. There was some per- 
sonal capital invested and some borrowings from outside. 
Then I did two rounds of a sell-down of my shares at a pre- 
mium to discharge my personal liabilities. I have done four 
(rounds of fund raising). Each was a dilutive one. There were 
two transactions which were used to pay down debt. " 

Rajeev controls most of his shares in BPL Communica- 
tions today through two investment companies — Vectra 
Holdings and Epsilon Advisors. These two together hold 26.73 
per cent of his 32.42 per cent stake in BPL Communications. 

In his petition, TPG has argued that Epsilon was promoted 
by the BPL group and that he isnt aware when it became a Ra- 
jeev Chandrasekhar company. However, records unearthed 
by BW tell a slightly different story. 

Around the time these companies were becoming invest- 
ment vehicles for BPL's mobile business, Rajeev was firmly in 
control ofVectra and Epsilon. (At that time, Epsilon and Vectra 
together held a huge 38.57 per cent of BPL Cellular Holdings.) 

Here's how it happened: even though Epsilon was pro- 
moted by the BPL group, it was Vectra that owned 90 per cent 
of Epsilon' equity. As early as 1994, Rajeev owned 455,100 of 
the 455,300 shares of Vectra — which indirectly gave him con- 
trol of Epsilon too. His wife and his brother-in-law also held 
100 shares each in Vectra. In 1998, Rajeev brought in another 
Rs 1 crore to increase the paid-up capital to Rs 1.75 crore and 
strengthened his control of the company. As on today, Rajeev 
still controls 5.87 lakh of the total 6.12 lakh equity shares of 
Vectra Holdings. 

Thus, even if Vectra and Epsilon started out as TPG's com- 
panies, they are today essentially Rajeev's. And they have been 
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CHANGED OVER THE YEARS 


2000 
Total paid up capital: Rs 63.2 crore 


"- m 4.5 CDC 
16.54 Epsilon Advisors 
4.5 Aidtel Holdings 
11.18 vectra Holdings 
30.99 Bank of New York 
2.07 Namfil Finance 






@ Foreign Investors 


that way for quite some time now. 


Why Now? 


There is intense speculation about why TPG decided to strike 
at this point. He lost a substantial chunk of his holding during 
1997-98 and the rights issue that happened over two years 
back, in May 2002. He did not raise any of these concerns at 
that time, 

TPG has sought relief before the CLB, the petition says, be- 
cause he has lost faith in the management led by Rajeev due to 
the alleged "circuitous transactions" within group companies. 
The Nambiars, apparently, were not being informed about 
those transactions. 

What stopped TPG from asserting himself on the board of 
BPL Communications earlier? According to the petition, 
TPG's representatives had to resign from the board in 2003. 
This was when a new clause was introduced in the Companies 
Act, which prohibited promoter-directors of defaulting com- 
panies from being on another company’s board if they didn't 
hold any executive positions in that company. BPL had de- 
faulted on some of its loans and TPG didn't hold any executive 
position in BPL Communications. That is why he and the 
other BPL group nominees stepped down. 

In retrospect, TPG sees a ploy in this: " (Rajeev) wove an in- 
tricate maze of legal complications and in the year 2003 had 
suggested the existing directors of (BPL Communications) to 
resign with a view to avoid disqualification in terms of Section 
274 (1) (G)...and had thereafter reconstituted and packed the 
board with his own nominees." 

"(For) everything that the company did had four directors 
and institutional nominees. It is not some cosy club with me 
and three other people sitting. I was the chairman of the board 
of the company. It had four directors, it had independent 
members on the board. All that was there till 2002. So nothing 
that the company did was out of the ordinary for a normal 
company," counters Rajeev. 

There are many other versions of why the issue has 
brimmed over now, not earlier. The Rajeev camp would like to 
believe that the petition before the CLB is linked to the current 
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financial woes of TPG's flagship BPL Limited. With BPL in 
trouble, TPG is trying to lay his hands on the only other com- 
pany that has cash in hand. Financial closure of the circles 
company, BPL Mobile Cellular, on a revised business plan of 
Rs 3,350 crore has just brought in Rs 350-450 crore of cash into 
the company. Besides, for the first time in three years, the BPL 
mobile business is beginning to show signs of revival. BPL Mo- 
bile CEO Sandip Basu asserts that the EBITDA margins in the 
Mumbai circle are 50 per cent while the three circles are giving 
him an average EBITDA of 43 per cent — good enough to sus- 
tain future expansion through internal accruals. 

A crucial factor in this battle will be the foreign sharehold- 
ers who together hold 37.4 per cent equity in BPL Communi- 
cations. Their vote on the board could decide which faction 
runs the company. But Rajeev hasn't had a particularly even 
relationship with the private equity investors, CDC and AIG. 
While CDC and AIG have alleged mismanagement, BPL Com- 
munications has alleged they acted against the interest of the 
company and prevented investment deals from completion. 
Just in case they opt to remain neutral, the faction that has a 
higher proportional representation on the board would get to 
manage the company. Which, of course, will be decided by the 
equity holding of the factions in the company. 

Till such time, consider the issues that will decide who will 
run BPL Communications in the future: TPG has to prove that 
he actually owns the 30.18 per cent stake that he claims is un- 
der his control; he will also have to prove that Rajeev doesn't 
really own the shares that he purports to control; and finally he 
will have to prove that even the rights issue was carried out in 
an improper manner. 

To legitimise his claim over the holding company, Rajeev 
has to prove he actually brought in money into the investment 
companies; that they belong to him; and that there is nothing 
improper about the way he has gained control of those shares. 

Over to the courts now. LU 


. With reports from Anup Jayaram 
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UNDING early stages of technol- 
ogy development is one of the 
riskiest ways to earn a living. It is 
no wonder then that venture 
capitalists shy away from this ac- 
tivity. Even the government technology 
funds in the country do not give money 
to prove a concept; they merely help 
scale up and commercialise proven 
concepts. The New Millennium India 
Technology Leadership Initiative 
(NMITLI was supposed to bridge this 
gap. What does it have to show after 
three years of existence? 

NMITLI is a technology-funding 
project coordinated by the Council of 
Scientific and Industrial Research 
(CSIR). Its aim is very ambitious: to 
make India world leaders in select areas 
of technology. It probably needs at least 
ten years of sustained funding to even 
reach close to this objective, but there 
would be valuable pickings on the 
way. Although it is too early to take 
stock, the technology- 
funding project has a few 
exhibits now. It has had a 
few failures too. 

The three most evi- 
dent — and the most pub- 
licised — successes of 
NMITLI are the Biosuite, a 
herbal drug for psoriasis, 
and a drug for tuberculo- 
sis (both from Lupin). The 
Biosuite, a comprehensive set of bioin- 
formatics applications, was developed 
by 18 labs and institutions led by TCS, 
and is now in its second phase of testing. 
NMITLI has sanctioned Rs 2.19 crore to 
make this product work on parallel 
computers and clusters. 

The TB drug, about to enter clinical 
trials, is the first new one in 40 years. The 
psoriasis drug, set to enter Phase II clini- 
cal trials, seems to be the best available 
at the moment in the world, and can 


change the fortunes of Lupin once iten- | 


ters the market. No cure exists for psori- 
asis, and Lupin has a $4-billion market 
at its disposal. None of these products 
could have been developed without the 


collaboration of a large number of labs | 


and generous funding from NMITLI. 
There are smaller projects under 

NMITLI that could be important in the 

long run. One of them is the project on 








NMITLI has been a 
step forward in funding 
technology. A few of its 

projects show great 

promise, while a few 
others fall short. 


deep desulphurisation. The Bharat IV 
standards for auto fuels, to be in force by 


ISSIO 
FAC 


the year 2010, will mean producing | 


diesel with less that 50 parts per million 
(ppm) sulphur, compared to the present 
500 ppm. This is not going to be easy 
for refineries and would necessitate 
substantial investments or even tech- 
nology imports. 

A Rs 5.5-crore NMITLI project, 
involving six laboratories and four com- 
panies, has already developed the tech- 
nology to bring down sulphur levels in 
diesel from 2,500 ppm to under 50 ppm 
at one stroke. The Chennai Petroleum 
Corporation will provide one of its 
unused plants for pilot plant trials. This 
project could save refineries thousands 
of crores in terms of technology import 
or research and development. 

Two other projects close to comple- 





Note: ‘Number of companies’ is a BW estimate 


PC and standardisation of the ashwa- 
gandha plant. The low-cost PC, devel- 
oped by Encore Software with the In- 
dian Institute of Science as one of the 
partners, is a simple, Linux-based ma- 
chine that does all the basic work of a 
PC-like word processing, email and 
spreadsheet. The idea behind this ma- 
chine is that most users do not need the 
full functionality of an MS Office, and it 
is possible to provide 
what they need at a much 
lower price. The PC is now 
ready, and Encore expects 
a soft launch in Decem- 
ber this year. 

However, some pro- 
jects have been only par- 
tially successful, and a few 
have been failures. A fuel 
cell unit developed by se- 
veral labs and companies has been fou- 
nd to be commercially unviable at the 
moment. A project to produce petro- 
chemicals from carbohydrates has been 
scrapped as no technology could be de- 
veloped. Another one to make a Rosvas- 
tatin intermediate was stopped because 
the drug was found toxic and went out 





| of clinical trials. NMITLI projects are 


strictly monitored and closed immedi- 
ately if the progress is not satisfactory. 
We may have to wait a few more 


| years to see a product from NMITLI 


in the market. However, this project is 
only part of the story in the country's 
technology roadmap, as it involves only 
proof of concept. Needless to say, other 
technology development funds in the 
country will have to contribute if the 


. concepts are to be taken to the market. 


tion are the development of a low-cost : 
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The private sector will have to contri- 
bute in a big way too. ni 
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Feel the effortless surge of power with the seamless 
shifts of the advanced automatic transmission. 

Sink into the luxurious interior, now enhanced with 
-.even more thoughtful comfort features like power 
lumbar support, year console AC ducts.and a. 6CD MP3 
in«dash sic system. See the world sit'up and take | 
notice of its imposing presence, embellished with a 

new grille, headlight and taillight cluster. The new Camry 
with-automatic transmission. It doesn't just take you 
trm Point A to Point-B. It wii you toa whole : 


new level of.motoring pleasure: 
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Automatic transmission 
New grille 

New headlight cluster 
New taillight cluster 
DY v vica Fog lamps 


Power lumbar support 


15S VALVE 


Foot parking brake 
Rear AC duct 
Manual sunshade 
Cruise control 
Curtain airbags 


MP3 player with 
in-dash 6CD changer 


Above mentioned features are tor automatic 
transmission vehicle. Manual transmission venicie 
also available, however features may vary 

For further information visit us at 


www.toyotabharat.com/www.corollaindia.com 


— 


www.camryindia.com 
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Kolkata - A New Dawn in Cardiac Care 


Kolkata has seen tremendous increase in Health Care facilities in the past few years and the 
most remarkable and advanced in the skyline Suraksha Hospital has upset the calculations of 
many a pundits. 

Established in the posh Salt Lake opp. Stadium a 10 storeyed Hospital with over 300 beds, 
most advanced medical equipments and aclaimed doctors & specialists with a 24 hrs emer- 
gency service Suraksha stands tall among others. Dr. Somnath Chatterjee, the man at the helm 
of the management has reasons to smile. 

Presenting an interview of Dr. Suresh Choraria, Director & Chief of Interventional Cardiol- 
ogy, Suraksha Hospital Institute of Cardiovascular Disease. 


Q : Why do you think Dr. K. M. Mandana, M.S, M.Ch, 


Suraksha stand apart from 
other hospitals? 


A : Suraksha is a multispeciality 
hospital with state of art equip- 
ment, Department of cardiology 
is one of the most advanced in 
the country. The only other city 
having such equipments is 
Delhi. The cardiac CT machine 
in Suraksha is only 2nd in India. 
The main thrust of the hospital 
is to get the most advanced 
technology at an affordable 
price and hence the hospital is 
always in a mode of 
upgradation. It never considers 
that it has reach the peak, the 
reason why it should stand apart 
is that its continuous commitment 
to improve and never be satisfied. 


Q : Can you kindly elaborate 
on the Management of the 
Hospital? 


A : Dr. Somnath Chatterjee is the 
man behind the management. Be- 
ing a very good doctor himself he 
is able to handle all the adminis- 
trative function more efficiently. 


Q : Do you have any advanced 
technology? 


A : Wireless ECG system which 
only few hospitals have in this part 
of the country. 


Q : Do you have any cardiac re- 
habilitation centre to help the 
patient reduce cardiac risk fac- 
tors in future? | 


A : Though we are not having at 
this point of time but definitely we 





will be having it within the next 
3 months. 


O : How many operation the- 
atre do you have? 


A : 3 OT dedicated for cardiac 
surgeries and 4 other OT for Gen- 
eral surgery. 


Q : Is there any special set up 
to make the patient feel better 
in their rooms? 


A : Each bed has got a music 
channel attached with it. Every 
patient have access to television 
and ofcource each room is 
equipped with pipe oxygen and 
suction pump. 

O : How experience is the car- 
diology team in your hospital? 
A : The average experience of 


the cardiology team is 6 years. 
We are proud to have with us 


FECTS (UK), Director & Chief of 
Cardiac Surgery 


Q : Tell me something about 
the helpline number that you 
have recently set up? 


A : It's a kind of social service 
that we intend. to provide. We 
want to assure each and every 
individual including those who 
cannot come to our hospital to 
provide them necessary advice 
if they have any sort of chest 
related pain or other discomfort. 
The main aim is to reassure the 
patient that there is somebody 
to help you for 24 hrs. 


Q : Do you also get patient 
from other states? 


A : Oh yes definitely. Patients keep 
coming from Bihar, Jharkhand, 
Orissa, North Eastern States and 
even from Bangladesh. 


Q : Is there any expansion plan 
for the future? 


A : Yes, we intend to set up 
satellite health centre in different 
parts of the Bengal so that we can 
leverage our trained medical and 
paramedical manpower resources. 
We have already set up a 


“Suraksha Diagnostic Centre", 
“Suraksha Polyclinic” and 
“Suraksha Eye Hospital” in 


Siliguri, to provide service to the 
people of North Bengal. 

We are also trying to get Laser 
Angioplasty in Suraksha. If we get it 
then it will only the second place after 
Singapore in this part of the world. 


depth : 


AVINASH CELESTINE & SUPRIYA KURANE 


RIME Minister Manmohan 
Singh recently said in New 
York that India would need 
to invest around $150 billion 
in infrastructure over the 
next 10 years. Even as bankers and in- 
dustry experts begin to figure out where 
the money will come from, Planning 
Commission deputy chairman Montek 
Singh Ahluwalia has proposed a solu- 
tion: use part of the country’s $118 bil- 
lion in foreign exchange reserves to 
fund at least a part of that investment. 
The funding would be done either by 
the government on its own, or in a pub- 
lic-private partnership. 

The proposal is still in its early 
stages. Apart from public comments by 
Ahluwalia himself (where he variously 
indicated amounts ranging from $5 bil- 
lion to $10 billion a year that could be 





used), there has been little information | 


forthcoming from the finance ministry 
about the amount, or how the mecha- 
nism would work. And while there are 
those who say it’s a good idea — point- 
ing to countries like China and Taiwan, 
who have used reserves for similar pur- 
poses — there are those who say that 
throwing money at the problem of In- 
dian infrastructure isn't going to solve 
anything. "The idea is great as class- 
room economics, but is it honestly 
workable?" asks Vinayak Chatterjee, 
chairman of the CII infrastructure and 
regulatory council. 

In this case at least, the Left was on 
Ahluwalias side. For years they, and oth- 
ers, have complained that most of the 
$118-billion reserves have been in- 
vested in low-yield securities issued by 
the US and European governments. The 
argument was that India was effectively 
funding the fiscal deficits of these coun- 
tries when it could have used at least 
part of the reserves to fund more impor- 
tant social and economic expenditures 
back home. For example, the average re- 
turn on a US government bond would- 
nt have been more than 3 per cent, 
whereas the same funds could have 
earned at least 7 per cent in India. 

On the face of it, it seemed a good 
idea. "I would say that the single biggest 
constraint inhibiting the ability of the 
Indian economy to perform up to its po- 
tential is the quality of infrastructure in 











MONTEK SINGH AHLUWALIA WANTS TO USE 


SOME OF OUR FOREX RESERVES ON 
INFRASTRUCTURE. CAN WE DO IT? 


this country,” said Ahluwalia in an inter- 
view in September (See ‘We Have A 
Clear Mandate..., BW, 27 September). 
“So where is the money going to come 
from? We have a lot of resources in the 
shape of the forex reserves we hold." 
Ahluwalia can point to other coun- 
tries that have also used reserves for 
such a purpose. Earlier this vear, China 
announced that it was using around 
$45 billion of its huge foreign exchange 
reserves to bail out two state-owned 
banks — Bank of China and China Con- 
struction Bank. The reserves would be 
transferred to a special purpose vehicle 
(SPV) that would then channel the 


money to the banks. It's similar to the | 


way such a mechanism might work in 
India (See ‘How It Might Work’). The 


government, either on its own or in | 


partnership with a private entity, would 
set up an SPV that would issue securities 


part of the reserves. The SPV would then 





| to the Reserve Bank of India in lieu of a | 


channel the money into various invest- | 


ments — ports, roads or airports. 
Taiwan, too, has decided to use $10 
billion from its reserves to refinance 
banks that fund infrastructure projects 
in the country. And last year, a group of 


Growth $; 


countries in the Asia-Pacific region — 
Australia, New Zealand, China, Hong 
Kong, Malaysia, South Korea, Thailand, 
India, Singapore and the Philippines — 
agreed to finance a SI-billion Asian 
Bond Fund, which would invest in bond 
markets in the region. Subsequently, In- 
dia agreed to supply an additional 
$1 billion to the fund. 

Ahluwalias comments, however, 
make a big presumption — that what 
the Indian infrastructure sector needs 
above all is money. Is that really true? 

The real problem isn't a lack of re- 
sources, say experts, but the lack of vi- 
able projects. The last time India raised 
dollars to purportedly fund infrastruc- 
ture projects was in 2000, when the In- 
dia Millennium Deposits raised $5.5 bil- 
lion, and in 1998, when the Resurgent 
India Bonds (RIBs) raised $4.2 billion. 
Both times, very little money ultimately 
went to infrastructure. For example, 
only about an eighth of the corpus 
raised by RIBs went to development fi- 
nance institutions for lending to infra- 
structure projects. It's difficult to fathom 
whether this scene has changed in the 
past half decade. 

Then there is the other gripe of pri- 





How it might work 





The government sets up a special purpose vehicle (SPV) 


i. either on its own, or in partnership with a private entity 
2.| The SPV issues securities to the Reserve Bank of India (RBI). 
This is equivalent to the RBI printing money 
The SPV then uses the money, either to buy dollars from the 
3. 


RBI to finance capital imports and/or for investment in the 


domestic infrastructure sector 
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vate sector infrastructure developers: an 
inadequate regulatory framework. "The 
real problem in India is that no one is in 
an urgency to close deals, as there is no 
accountability in the system," says a dis- 
traught private sector developer. 

There isn't a lack of funds in the sys- 
tem. Over the past few vears, credit off- 
take has been low and banks have been 
flush with funds. "We would be glad if 
more money came into the system, But 
what we want to know is how this forex 
is going to be used. Have they ear- 
marked it for specific projects like, say, 
Rs 10,000 crore for adding railway 
lines?" asks Suneet Maheshwari, man- 
aging director of Feedback Ventures. 

Bharati Rao, head of SBI's project fi- 
nancing unit, has said in a presentation 
that infrastructure financing has a huge 
potential for commercial banks. She has 


pointed out that banks face two types of 


risk in an infrastructure project — the 
risk of default by borrowers (credit risk) 


How others have done it 


Asian Bond Fund, 
administered by Bank for 
International Settlements 
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and market risks, which are due to un- 
clear regulations and also due to the in- 
comes received by the project from 
| users through toll payments, "Banks 
have an expertise and appetite for ap- 
praising and taking on credit risk," she 
said. "The market risk associated with 
infrastructure needs to be addressed." 
Already, well-established, high-pro- 
file players like Unique Zurich, which 
runs Switzerland's largest airport, have 
decided to stay out of bidding for airport 
modernisation projects after being 
stuckat the Bangalore airport project for 
| over five years because of a lack of regu- 
| lation. "The basic problem with infra- 
structure is that these are long-gestation 
projects," points out Ajit Ranade, econ- 
omist at the Aditya Birla Group. "So the 
investment climate has to be right for 
| the private sector to come in." 
We have been in this muddle before. 
_ In 1991, the government opened up the 
power sector and invited bidders for 


BUSINESSWORLD 45 18 OCTOBER 2004 





M — — — t t n! — 


Greenback? 


FOREX RESERVES 


various power projects. Almost no pri- 
vate player turned up. Only recently, 
with the new Electricity Act, the possi- 
bility of private players evincing interest 
has resurfaced again. 

So the bottomline is that if the gov- 
ernment wants to go ahead with this 
proposal to fund infrastructure through 
reserves, it is either going to have to re- 
vamp policy to get the private sector to 
participate, or simply go it alone. 

This raises another issue — if the re- 
serves are converted to rupees to fi- 
nance infrastructure, it would be akin to 
the RBI printing money and giving it to 
the government to spend. In effect, it 
would raise the deficit. "This is a factor 
that the government has to consider," 
points out Ranade. However, others like 
economist Mihir Rakshit have argued 
that with the government's monetised 
deficit (the part of its deficit it finances 
by printing money) at an all-time low, 
there is ample room to expand expendi- 
ture this way. 

Some analysts have pointed to 
China and raised the spectre of over- 
heating. In China, close to 37 per cent of 
all outstanding local currency loans at 
the end of 2002 were used for infrastruc- 
ture. Infrastructure and real estate in- 
vestments in China have expanded at 
such a pace that the government had to 
take measures to slow down the pace of 
growth earlier this year. 

Analysts have raised similar worries 
about India. Dominique Dwor-Frecaut, 
an economist at Barclays Capital in Sin- 
gapore, said in a note to clients that the 
idea is fraught with a 
number of risks, includ- 
ing a possible overheat- 
ing. "The projects would 














AMOUNT USED FOR increase aggregate de- 
Recapitalising two state-run banks mand when India is al- 
Refinancing banks' fundi (for ready going through à 
infr et re projects private investment recov- 
Reinvesting in the bond markets of | C7% Wich could lead to 

| | overheating," she said. 
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happen in India, though 
— if anything, we have a 
severe lack of investment 
in infrastructure pro- 
jects. But throwing 
money at the problem 
may work only if the poli- 
cies and regulations are 
in place. * 











depth 


AST year, around this time, we 
wrote a story on the stockmar- 
kets. The benchmark 30-stock 
Bombay Stock Exchange (BSE) 
Sensitive Index — the Sensex 
— had just posted a 39-month 
high, and was inching towards the elu- 
sive 5,000 mark, a major psychological 
barrier then. The crucial question 
everyone wanted answered was: Will 
the rally hold out? We had concluded 
then that there is a lot more to the rally 
than hype, hope and foreign investors. 
Like good corporate and economic per- 
formance, for instance. 

The market did go up. The Sensex 
rose for the next four months to post à 
record high of 6,194 in January this year. 
It then tanked to 4,200 on May 17, the 
day after the surprise election results 
threw out the incumbent NDA govern- 
ment. Now again, the Sensex is on its 
way up. It has risen 20 per cent in just six 





weeks. The question now is no different: - 


will the rally sustain? 

We could have stuck to our old an- 
swer, but for the circumstances. In the 
last one year, some important econo- 
mic parameters have changed for the 
worse. Prices of oil — India’s single 
largest import — have shot up from $28 


in October 2003 to nearly $50 now. In the | 


same period, increase in input costs for 
industry borne out by the Wholesale 
Price Index (WPI) has shot up from 5.1 
per cent to almost 8 per cent. And, most 
important, the cost of money is getting 
dearer as interest rates are now harden- 
ing for the first time in four years. This 
means that the industry and the con- 
sumer who take loans to buy goods 
will be faced with increased costs 

that can cause a dent in their 
profitability and, hence, 
their stockmarket 
valuations. A 
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recent research report titled 'India 
Chartbook by CLSA Asia in August 2004 
says: "The road gets rougher (for the In- 
dian markets) and there will be speed- 
breakers on the horizon." 

Yet, it was precisely on 20 August, 
around the time the research houses 
were re-rating the Indian market and 
stocks downwards, that the market 
started rallying again. On that day, for- 
eign institutional investors (FIIs), after a 
lull of five months, pumped in Rs 1,824 
crore to buy equities. Their buying 
continued in September, when oil 
prices were threatening to cross 
$50 a barrel for the first 
time in history. Last 
month, FIIs 
bought equi- 


ties worth Rs 2,386 crore and their buy- 
ing continued even in the first few days 
of October. 

The CLSA report had said: "With 
| market valuations likely to remain 
| capped, we expect the Sensex to trade 

within a 4,700-5,250 range. On 6 Octo- 
ber, the Sensex was at 5,713 — up 13 per 
cent from what it was on 20 August. As à 
result, stocks now attract better valua- 
tions — the price-to-earnings ratio for 
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Equity 
markets in 
India are upbeat 
despite concerns 
about the economy. 

By T. Surendar & Vikas Dhoot 
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Effect: Raw material costs are rising 


Sensex stocks has increased from 16 to 
17.23 during the same period. 

It now seems like a neat little market 
puzzle. The analysts are not wrong in 
saying that corporate profitability 
growth will taper off as costs increase. 
But, the reality is that the FIIs do not 
seem to be too bothered. Who amongst 
the two is correct — the analysts or the 
Fils? If that question is answered satis- 
factorily, we may well have found the 
answer for our first question: will this 
rally sustain? 

First, let us be clear about one thing. 
The FIIs did not invest just in the Indian 
markets on 20 August. They invested 
across Asia (See 'India Is Not Alone). 
This, according to market watchers, 
means there is more to FII investment 
than just the valuations of Indian 
companies. One possible reason is that 
central banks have pumped money into 
theglobal economy since March 2000 to 
keep recession and deflation at bay. 
A lot of that money has flowed into 
financial assets, lifting their prices. 
Then, of course, the fundamentals also 
seem to fit in. 

Last August, when the FIIs brought 
in their big money into the Indian mar- 
ket, the Sensex was at around 4,200 and 
the market P/E (on the previous year's 
earnings) was 15.33. Market observers 
then said that the market appeared 
overheated, comparing it with other 
valuations in South-east Asia. The P/Es 
increased to 19.5 by January 2004, but 
the FIIs continued investing. Their logic 
was that the forward P/Es were attrac- 
tive as Indian companies were pre- 
dicted to show big profit growth. This 
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-the market at sim- 


year, in August, 
FIIs bought into 
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ilar valuations. 
On 20 August, the 
Sensex P/E was 
15.03, lower than 
it was last year, 
but the Sensex 
was significantly 
higher at 5,064. 
This time too, 
the Fils believe 
that there will be a 
similar growth, 
amongst most sectors. Says a FII fund 
manager: "Compared to other emerg- 
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Effect: Working capital, cape» 





Effect: Transport costs are going 
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ing markets, India has a very strong case — 


because of its technology sectors." 

The reasoning goes like this. A fifth of 
the 30 Sensex stocks are IT and pharma 
stocks; a fifth are commodity stocks that 
include steel, non-ferrous metals and 
cement; and another fifth are in infra- 
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account of interest rate hikes. Says the 
fund manager: "If you break down the 
risks, itis not as threatening as when you 


. consider it as a whole. The Sensex story 


structure-related industries like power, 


telecom and engineering. Of the bal- 
ance 12 Sensex stocks, eight are auto 
and finance/banking related stocks, 


and two each for consumer products © 
_ share, as much as the face value. At the 


and oil. The FII fund manager argues 
that infotech and pharma stocks will 
not be affected much by the rise in input 
costs. Global commodity prices are still 
climbing, and so are cement prices 
in India. Power and telecom are growth 
stories, while engineering companies 
like Bharat Heavy Electricals never had 
itso good. 

Among the rest, there are risks in the 
auto sector on account of oil price in- 


crease and inflation, and in banking on 
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is still far from over.” Says BSE broker 
Ramesh Damani: “Infotech and BPO is a 
big, big story from India and is still not 
explored fully. These will be market dri- 
vers in the coming years.” 

There may be other simpler reasons 
too. In the last two years, big Indian 
companies have been paying out higher 
dividends. For the year ended 2003-04, 
Tata Steel paid a dividend of Rs 10 per 


current market price of Rs 290, the 
dividend yield works out to 3.1 per cent, 
which is tax-free. A weak dollar and 
low bond rates in the US simply make 
these shares an attractive investment. In 
fact, the Sensex dividend yield at 2.03 
per cent is still above the benchmark US 
interest rates. 

Analysts, who have their eyes fixed 
on the next quarter results, think differ- 
ently. In JP Morgan's India strategy 
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€ Sustained Fil interest 

e Strong US market growth 

€ Tech sector insulated from oil 
and inflation worries 


€ Cash-rich companies insulated 





report, the investment bank expects an 
end-FY05 Sensex target of 4,800. 
The logic being that since most compa- 
nies are operating at near full capacity 
and with no new capacity coming 
up shortly industrial production 
growth has peaked. And so will earnings 
growth. The CLSA report expects de- 
mand for commercial vehicles to de- 
celerate after strong growth in eight 





What's against the bull run 

€ Uncertain FY'O5 profitability 
growth 

€ Stagnant agricultural growth 

€ Left parties stalling reforms 

€ Below average tax receipts — 


could lead to higher govern- 
ment borrowings 


consecutive quarters. 

Similarly in banking, as credit 
growth is still strong and with large gov- 
ernment borrowings yet to happen, the 
interest rate upturn is expected to con- 
tinue. This will bring down margins of 
banks which have seen their loan port- 
folio rise sharply in the last few months. 
Any interest rate increase will also affect 
consumer and housing loan off-take. 
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This year, agriculture — which grew a 
surprising 10.2 per cent last year push- 
ing the GDP growth for financial year 
2004 to 8.2 per cent and driving demand 
for goods — is expected to stagnate. 
With increased input-inflation and ta- 
pering demand growth, analysts expect 
margin growth to fall in the coming 
quarters. Says an analyst: "Already many 
Sensex stocks are trading well below 
their 52-week peaks. The correction has 
already set in." 

Global liquidity is, of course, the pri- 
mary cause of the recent surge in Asian 
markets, including India. Foreign insti- 
tutional investors have pumped in over 
$4.73 billion into the Indian capital mar- 
ket for the nine months ended Septem- 
ber 2004. And that is unlikely to stop — 
at least for a while. 

Consider this: last week at two differ- 
ent venues in New York, two large 
investment conferences were held. One 
was a three-day do on Asian equities or- 
ganised by JP Morgan — India was a 
prominent part of the discussions and 
presentations made there. Before the 
conference began, JP Morgans chief 
Asian equity strategist Adrian Mowat 
said: “The biggest risk to a global equity 
portfolio in 2005 is underestimating the 
upside potential of Asian equities. We 
believe Asian currencies, property and 
equity markets are undervalued.” 

At the same time, at the famous Wal- 
dorf Astoria Hotel, there was an Institu- 
tional Investor conference focusing 
purely on India. A formidable line-up 
of Indians made presentations to some 
of the largest institutional investors 
on Wall Streets buy side — hedge 
funds, and corporate and public pen- 
sion funds. 

Among those representing India 
were finance minister P Chidambaram, 
SBI chairman A.K. Purwar, IDBI chair- 
man M. Damodaran, corporate biggies 
like Ratan Tata, Mukesh Ambani, 
Deepak Parekh and senior bureaucrats 
from the ministries of power, civil avia- 
tion, petroleum and shipping. 

Even if they succeed in convincing 
a fraction of the audience about India's 
great potential, the Indian markets 
could be in for a big Diwali bonus 
this year. = 


Additional reporting by 
Rachna Monga 
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ESPITE the bonhomie of re- 
cent diplomacy, China, India 
and the US are locked in an 
increasingly aggressive wran- 
gle over the world's most crit- 
ical economic commodity: 
oil. The outcome of this tussle will shape 
the future of the three countries — eco- 
nomically, environmentally and geo- 
politically — more than any other issue. 

Ensuring a steady flow of cheap oil 
has always been one of the central goals 
of US foreign and economic policy, and 
Washington's pre-eminent position in 
the world is based in a large measure on 
its ability to do this. But with China and 





India's fuel consumption rising sharply | 


even as global supplies are shrinking, 
both these nations are beginning to as- 
sert themselves in the global energy 


markets. And in the process, they are of- | 





ten rubbing the US, and each other, the | 


wrong way. 

Over the last two years, Chinese and 
Indian oil companies have competed 
with each other and western and Japan- 
ese firms to secure oil exploration rights 
in Africa, South-east Asia, Central Asia 
and Latin America. India has invested 
more than $3 billion in exploration ven- 


tures and has said it will continue to | 


spend $1 billion a year on more acquisi- 


tions. But China, which has already in- | 


China's 
inexorable 
rise in the 
global oil 
game has 
severe 
implications 
for just about 
everybody. 
By Jehangir 
Pocha 








vested about $15 billion in foreign oil | cle. Despite talks of an economic slow- 
fields, is expected to spend ten times | down, industrial demand for fuel is also 
more over the next decade. For this, Bei- | expected to grow 20 per cent a year. The 
jing has been competing fiercely with | effect of this is felt in the yellow haze of 
New Delhi and others to ink multi- | pollutants that crowns most Chinese 
billion dollar energy deals with coun- | cities by mid-day. Beyond the obvious 
tries such as Russia, Iran and Myanmar. | health and environmental concerns, 
The motive, says Zheng Hongfei,an | the World Bank and others warn that 
energy researcher at the Beijing Insti- | China's galloping consumption is de- 
tute of Technology, is that "thereisjust | pleting global energy fields and threat- 
not enough oil in the world" to cover | eninganother global energy crisis. 
Chinas growing energy needs. Last month, China overtook Japan 
Indian consumers watching prices | to become the world's second-largest 
going up at petrol pumps and kerosene | consumer of oil after the US. Econo- 
shops might blame it on the bad news | mists say China's energy-hungry and 
from Iraq. But some experts say Chinese | inefficient economy will burn almost 
drivers tanking up their newly-acquired | 2.2 billion barrels of oil this year, and 
cars are proving to be much moredesta- | that this figure will double by 2014. 
bilising for the global energy markets. | Currently, global oil production is barely 
Over 4.5 million new vehiclesareex- | 1 million barrels over the global con- 
pected to hit Chinas roads this year, afar | sumption rate of 81 billion barrels a day, 
cry from the time when a family saved | even though producers are working at 
for months to buy a Flying Pigeon bicy- | 99 percent of capacity, says the Interna- 
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Net imports 


PRODUCTION 


China has overtaken Japan to become the world's second-largest consumer 
of oil after the US. China, which imports a third of its oil needs now, has bee 


none 2 
of the main drivers of the recent rise in the prices of crude oil. 


Experts say this 
demand would double by 2014. 
ET C m xxm remi 
Source: EIA 
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The Energy Research Institute of 
Beijing says the country's 
transport fuel demand will rise to 
260 million tonnes by 2020. 
By 2010, China will have 90 
times more cars than in 1990. 
At this rate, China could 
surpass the total number of 
cars in the US by 2030. 


tional Energy Agency (IEA). In the 
medium term, producers could meet 
the demand surge by using new tech- 
nology for squeezing the existing oil 
wells and drilling new ones that remain 
unexploited. But Stephen Roach, chief 
economist at Morgan Stanley, says the 
surge in demand from China could 
eventually lead global demand to out- 
strip supply, causing fuel prices to shoot 
up beyond their recent highs of around 
$50 a barrel. 

The impact on this on the global 
economy and developing countries 
such as India, which imports 70 per cent 
of its fuel, would be severe. The IEA says 
that for every $1 increase in oil price, the 
global economy loses $25 billion. This 
year alone, India will spend $20 billion 
— $9 billion more than it had originally 
planned for — to import the 900 million 
barrels of oil it needs. 

Even in the US, where the Bush ad- 
ministration is anxious to lower oil 
prices during the election season, con- 
cern is rising over how Chinas fuel con- 
sumption is throwing an already- 
nervous oil market into further disequi- 
librium. Last month, Michael Rothman, 
a senior energy analyst at Merrill Lynch, 


said the rising prices were not 
so much a result of the Iraq 
war or political instability in 
Venezuela and Sudan, but of 
extensive “hoarding” by 
China. According to his 
analysis, China is buying 
500,000 barrels of oil a day 
more than it needs. Without 
such hoarding, oil prices 
would be in the range of $30 a 
barrel, said Rothman. 
Though Beijing has not 
explicitly responded to ques- 
tions about oil purchases, 
Rothman and other analysts 
say China is creating an oil reserve along 
the lines of the US's Strategic Petroleum 
Reserve (SPR), which is designed to pro- 
vide the minimum cache the country 
needs to ride out a crisis. China's stock is 
estimated to be just a fraction of the 
700 million barrels in the SPR and the 
similar amount held in reserve by other 
OECD (Organisation of Economic Co- 
operation and Development) countries, 
led by Germany and Japan. India has 
also just built up a modest oil reserve of 


about 25 million barrels. But critics say _ 


the timing of China's decision, coming 


justas the global economy seemed to be 


recovering and the US was questioning 
the value of its own reserve, is unfortu- 


flush with forex reserves that are threat- 
ening to infect their economies with 
bouts of inflation, creating an oil stock 
seems a sensible solution. 

Morgan Stanley's Roach, however, 
acknowledges that there is a tendency 
to unfairly blame China for any distur- 
bance in world trade. "Last year, people 
said China was driving deflation (be- 
cause of its cheap manufacturing) and 
now they are saying it's driving inflation. 
In reality, the Chinese are very responsi- 
ble economic players," says Roach. 

But the sheer size of the Chinese jug- 
gernaut and the prospect of it indis- 
criminately swallowing global resources 
scare economic planners and con- 
sumers alike. 


HE biggest concern is the environ- 
ment. Seven of the world's 10 most 
polluted cities are in China, says the 
World Health Organization. With even 
medium-sized Chinese towns now 
sprawling out as far as some cities, the 
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prospect oftwo-hour commutes is lead- 
ing many middle class people to pursue 
the dream of owning a car. 

And it's a dream that is well mar- 
keted. With the average profit-per-car- 
sold of about $900 in China, as opposed 
to $200 in the US, global automakers 
have made a beeline for China. In a soci- 


_ ety predisposed to seeking self-satisfac- 


tion from the overt display of wealth, 
giant billboards and slick television 
campaigns by companies such as Gen- 
eral Motors and Volkswagen have en- 
shrined the car as a totem of success. 
Local companies are also introducing 
indigenous models, such as the QQ, a 
mini car critics say is reversed- 
engineered from the Daewoo Matiz, 
and the Zhongguo, a plush, gas-guz- 
zling six-cylinder sedan. 

Tostanch the consumer demand for 
petrol, the Chinese government, which 
controls energy prices, has taken the 
unpopular step of raising retail petrol 
prices 6 per cent this year. It is also using 
incentives and subsidies to support the 
development of electronic vehicles and 
renewable energy sources such as wind 
and solar power (See 'The Answer Is 
Blowing In The Wind’). Public trans- 
portation is also a priority for China's 
leaders, and Beijing alone is spending 


. $8 billion to build 140 km of new light 
nate. Yet, with both India and China | 


rail and subway lines that will open in 
time for the 2008 Summer Olympics. 

But, in the foreseeable future, the 
bulk of China's energy will continue to 
come from fossil fuels. Despite the seri- 
ous environmental consequences of 
this — theWorld Bank calculates China's 
annual environmental costs at $50 bil- 
lion — Beijing is putting in place exten- 
sive plans to secure supplies. 

Athome, Chinese firms are investing 
heavily in local energy fields, such as the 
200,000-square-mile Ordos Basin that 
stretches across the provinces of 
Shaanxi, Shanxi, Gansu, Ningxia and In- 
ner Mongolia in north-western China, 
and is reported to have oil reserves of up 
to 60 billion barrels. 

To defray the substantial costs of ex- 
ploration, China has privatised two ofits 
largest state-owned oil companies, 
PetroChina and Sinopec. Both have 
listed subsidiaries on Wall Street, and 
are using the billions of dollars in new 
capital to restructure and modernise 
operations. Other public sector oil units 
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The answer is blowing in the wind 


IR pollution kills as many as 4 mil- 
lion Chinese every year, says the 
World Health Organization. To re- 
verse this alarming trend, China is in- 
creasingly looking at alternative energy 
technologies like solar and wind power, 
and electric cars. 

“By 2010, the government wants 10 
per cent of our energy to come from al- 
ternative sources,” says Meng Xian Gan, 
director of the Chinese Solar Energy So- 
ciety, a think-tank in Beijing. 

That's easier said than done. The 
promise of alternative technologies — 
which, theoretically, could produce infi- 
nite, environmentally-friendly energy 
from renewable resources — sounds 
good on paper. But nowhere have these 
technologies replaced traditional power 
plants by generating cheap and reliable 
energy in meaningful quantities. 

But Meng says China has no choice 
but to develop this nascent industry, which today pro- 
duces about 20,000 MW of power, about 4 per cent of 
China's total energy consumption. By contrast, India's pro- 
duces almost 4,000 MW of power from alternative sources, 
also close to 4 per cent of its total. 

Coal, which currently provides about 70 per cent of 
Chinas energy (just as in India), needs to be phased out if 
China is to meet its commitments to the Kyoto Climate 
Control Protocol. And rising demand for oil and natural 
gas from nouveau riche consumers and fast-expanding 
industries is exhausting China's domestic oil fields and 
straining its exchequer. This year, China will spend $100 
billion on importing oil. When the cost of locally produced 
oil is added, the total oil bill rises to almost $300 billion. 

The cost of the alternative technologies is a deterrent to 
their large-scale adoption. Lou Hai, sales manager at New 
Sunshine Solar Company, hopes he is doing his part in re- 
solving this problem. "Our equipment has been instru- 
mental in helping companies reduce the cost of solar- 
powered energy by over 25 per cent," says Lou, whose firm 
develops the electronic controllers and batteries needed to 
modulate and store electricity generated from solar pan- 
els. Three years ago, solar-powered electricity cost three 
times as much as coal-generated electricity. But Lou says 
today it is costs only 30 per cent more, and by 2006 it 
should cost the same. 

In wind energy, China is estimated to have the poten- 
tial to produce up to 250,000 MW. Numerous wind parks, 
with a capacities adding up to over 400 MW, have been in- 
stalled, mainly in the western plains and along the north- 
eastern coast. 


^ 
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Much of the impetus comes from the 
Central government, which spends 
about $500 million a year on supporting 
renewable energy technologies, the En- 
ergy Research Institute in Beijing reports. 
Through agencies such as the National 
Development and Research Commission 
and the ministry of science and technol- 
ogy, the government is encouraging busi- 
nesses and local governments to adopt 
renewable energy. 

Many of Chinas alternative energy 
projects are also being set up in collabo- 
ration with European companies. To 
leverage their expertise, the Chinese 
government has instituted several pro- 
grammes that give foreign investors 
access to domestic energy markets in ex- 

change for technol- 
ogy . The most suc- 





| cessful of these have 
China, which * gets 
1.5 per cent of its energy | Wind' and 'Bright- 
needs from renewable ness' programmes, 
sources like wind, wants to pss have emm 

| in about $10 billion, 
take it to 10 per cent by mainly from Euro- 
2010. The government pean corporations 
pumps $500 million a year and foundations 
| into such projects through | MS — — 

e ature an 
subsidies, tax breaks, credit Shell Energy Foun- 
guarantees, and grants. _ dation. The plants 

————————————J. they have set up now 
bring power to over 
30 million rural consumers who were once outside the na- 


tional power grid. 

Zhou Heliang, head of the Beijing 863 Electronic Vehi- 
cle Program, a government-funded project competing to 
develop an electric bus for the 2008 summer Olympics, 
says China is also investing heavily in developing its own 
alternative technologies. “The idea is that apart from re- 
ducing pollution, we will become world leaders in a totally 
new field,” he says. 

Such optimism may be overstated; but it is infectious. 
The main reason Chinese entrepreneurs have faith in the 
potential of alternative energy making it to the market- 
place is only spoken sotto voce— with government back- 
ing, these technologies are bound to grow. 

Lou of New Sunshine Solar says he knows some people 
smirk when he tells them what he does for a living. “I just 
keep thinking ahead, of the future," he says. "That's what 


this business is all about." m 
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are also undergoing massive recapitali- 
sation and restructuring, including the 
retrenchment of thousands of workers. 
Significantly, China has also opened 
up its energy sector — previously con- 
sidered strategic, and therefore, off lim- 


| 


its to foreign investors. Companies such | 


as ExxonMobil, which owns a 19 per 
cent stake in Sinopec, are being wooed 
not just for their capital, but also for 
their refining and marketing capabili- 
ties. For example, ExxonMobil is helping 
Sinopec establish over 500 gas stations 
across the country and build at least two 
refineries in southern China. 

Sharon Hurst, a Beijing-based exec- 
utive with ConocoPhillips, the largest 








refiner in the US, says: "Western invest- | 


ment is helping Chinese oil companies 
morph into world-class players." 
Whereas giant exploration and 
pipeline deals were once almost exclu- 
sively the domain of western and Japan- 
ese oil companies, Chinese deal- 
makers are now winning 
contracts with governments all 
over the world. Western energy 
industry officials in Beijing com- 
plain that they are often elbowed 
out of such deals by Chinese 
firms that operate at lower costs 
and observe few environmental 
standards. This is particularly 
true in Africa, where trans- 
parency is low, regulation almost 
non-existent, and government 
officials easily bought. Though 
western and Japanese oil com- 
panies are hardly paragons of 
virtue, they must deal with a level of 
public scrutiny that China is free of. 
Beijing is also taking full advantage 
of the US's strained ties with Iran, Libya, 
Vietnam, and Myanmar by extending 
military and political support to these 
countries in exchange for energy sup- 
plies. And a Washington preoccupied 
with Iraq, the war on terror, and nuclear 
crises in Iran and North Korea has been 
unable to checkmate China as success- 
fully as it did earlier. For example, ner- 
vousness over Chinas intentions in 
Latin America had led the US to use its 
leverage in Panama to impede China's 
access to the all-important canal that 
connects Pacific and Atlantic routes. 
But Beijing recently signed a landmark 
deal with oil-rich Venezuela and its 
neighbour Columbia, under whose 


| 


terms a pipeline will be constructed | 


linking Venezuelan oilfields to ports 
along Columbia's Pacific coastline. This 
will allow Venezuelan oil to bypass the 
Panama Canal and create a new and 
direct route to China. 

Robert Karniol, Asia editor of Jane's 
Defence Weekly, says China's aggressive 
oil shopping could also bring it into con- 
flict with western, Japanese and re- 
gional interests. 





Diplomatic sources in Beijing com- | 
plain that China's extensive oil interests | 


in Sudan are leading it to rein in the 
United Nations Security Council from 


passing sanctions against the govern- | 


ment in Khartoum, which the US secre- 


tary of state Colin Powell recently ac- | 


cused of abetting genocide in Darfur. 
And earlier this year, the already- 
tense relations between China and 
Japan sunk to a new low when Tokyo 
played last-minute spoiler in a multi- 


China has invested $15 billion 
globally in enhancing its oil 
security; India has sunk in just 
$3 billion. But the two are clash- 
ing more vigorously wherever 
their paths are crossing on the oil 
hunt. When ONGC Videsh tried to 
buy a 25 per cent stake in 
Sudan's Greater Nile project, 
China's National Petroleum, 
which held 40 per cent, raised an 
objection. India inked the 
$771-million deal in 2003 after 
hectic diplomatic parleys that 
involved even the Prime Minister. 
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billion-dollar energy and pipeline deal 
Beijing was about to clinch with 
Moscow. China has vowed to re-insert 
itself into the deal, something that 
might have played a role in Japan's re- 


. cent decision to view China as a "major 


threat" for military planning purposes. 


HE murky waters of oil politics 

make it unclear what all this fore- 
bodes for India. The optimists, mostly 
people from Indian industry such as for- 
mer CII director-general Tarun Das, say 
a boom in China's auto industry will 
benefit Indian auto ancillary manufac- 
turers and companies such as Tata Mo- 
tors, which is planning a major foray in 
the Chinese market. They also say In- 
dian and Chinese oil companies can 
share the costs and benefits of pipelines 
from common suppliers such as Russia 
and the Central Asian republics, and 
jointly explore new fields. 

But the pessimists — mostly 
people from India's security es- 
tablishment, such as security 
guru Brahma Chellaney — say 
two energy-hungry giants seek- 
ing resources will ultimately 
clash. As evidence, they point 
to Vietnam, Myanmar and Cen- 
tral Asia, where the two coun- 
tries are increasingly striking 
conflicting poses. 

The truth, as always, will lie 
between the extremes, with 
Sino-Indo relations probably 
fluctuating unpredictably from 
being cooperative to being con- 
tentious. Going forward, the most se- 
cure path for India and China would be 
to learn how the OECD countries have 
cemented a more or less common en- 
ergy agenda. This model — competition 
within an agreed framework — has 
been known to yield the best results. 

Standing at the periphery of an ama- 
teur stockcar racing track in Beijing, the 
prospect of geo-political conflict be- 
tween India and China seems far away 
to a freshly minted graduate. “I can't wait 
to get my own," he says, as he watches 
his friends tinker with the engine of a 
souped-up Volkswagen Jetta. "It's my 
dream." Li 


Theauthor is the China correspondent 
of Boston Globe. He divides his time 
between the US and China 
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An exclusive extract from Remaking 
India: One Country, One Destiny, the 
forthcoming book by Arun Maira, 
chairman of BCG India. 


Too Much Information; Very Little 
Understanding 


.. These are times of fast foods but slow diges- 
tion,’ says the Dalai Lama. This describes 
aptly the state of communications amongst 
people in the world today. You can never have 
too much communication in the guidebooks 


| 


for management of change and resolution of | 


conflict. But you can have communication of 
the wrong kind. Let us look at some of the 
common misconceptions about what com- 
munication really is. 

The first misconception is that communi- 
cation is about talking to people, and there- 
fore more communication means more talk 
through speeches, videos, letters, memos, 
etc. However, talking to people is not enough. 


They also have to listen. A Zen riddle asks the | 


question, ‘Is there a sound in the forest if a tree 
crashes and there is no one to hear it?' The 
answer is that there cannot be a sound until 
the act of hearing it is completed. Similarly, 
communication cannot be complete until 
the listener registers the message. Therefore, 

arriers to listening have to be overcome, and 
repetition of the same message will generally 


be unable to do this. The filters in the minds of | 


the listeners will block out the message. These 
filters are the preconceptions in the backs of 


NIDII 
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their heads as we discussed (earlier). 
Another misconception is that a presen- 
tation of facts can change people's minds. 
Unfortunately, the mental filters also block 
out information that does not fit precon- 
ceived ideas. Peter Drucker, the manage- 
ment guru, said that he does not ask for the 
facts first, but asks executives for their opin- 
ions first. Because, he says, any executive 
worth his salt can find facts to support his 
opinions. Robert McNamara, a brilliant exec- 
utive, was CEO of Ford Motor Company, and 
later the Secretary of Defense under both 
President Kennedy and President Johnson. 
He reflects on the lessons of his life, in the 
documentary The Fog of War. The grand 
theme that runs through this documentary is 
the human capacity for self-deception, and 
the way that our perceptions are shaped by 
our beliefs. Some incidents that were re- 
ported to have taken place in the Vietnam 
war were fictitious, and numbers were dis- 
torted. Errol Morris, the producer of the doc- 
umentary comments: "The mind is very ac- 
commodating. It fills in the blanks for you, 
even when there are no blanks to be filled in." 
The third misconception is that access to 
a breadth of information broadens people's 
minds. There has been a veritable explosion 
in the amount of information and variety of 
opinions that people in economically 
advanced nations can access in the media 
and on the Internet. There is so much infor- 
mation, that people must make choices 
about what they will pay attention to: which 
TV shows they will watch, which papers they 
will read, and which Internet sites they will 
check. At the same time, no TV programme, 
paper, or website can hope to satisfy every- 
one, so each targets a select audience, either 
by the subjects it concentrates on, or by the 
slant it gives to the information it provides. 


Thus special interest groups are formed of 
people who habitually read and see the same 
things, which are a small subset of the vast 
amount of information they can theoretically 
access, but in practice cannot and will not do. 

In the USA, I was struck by, what seemed 
to me, the rabid views of well-educated peo- 
ple on issues such as gun control, abortion, 
and even evolution. Time magazine (Decem- 
ber 2003) in an article on the USA, titled ‘How 
We Got So Divided’, said: ‘And with the prolif- 
eration of the media, Americans do not have 
to listen anymore to people who do not agree 
with them. There's talk radio and cable and 
Truebeliever.com to reinforce and inflame 
their views rather than challenge them. The 
hordes of media shouters both mirror the 
electorate and harden their outlook. Modera- 
tion may be sensible and practical, but it’s not 
entertaining, and it doesn't sell books (or TV 
and radio shows for that matter). 

The disease is not restricted to the USA. It 
is spreading everywhere. Another article pub- 
lished in The Economist (27 March 2004) 


analysed the malaise in Germany. It said ‘The | 


media do not help voters grasp that in crisis is 
opportunity. News cycles are getting shorter, 
with trivia leaping into the headlines and any 
policy ideas swiftly shredded. Politicians 
complain that "tabloidisation" makes it hard 
to discuss complex structural reforms. And 
the press has developed a populist streak.’ 
The disease has reached India too. It has 
infected TV, the print media, and the style of 
many conventions that often sell flimsy con- 
tent packaged into lofty themes. India needs 
to worry about this disease of poor communi- 
cations more than other countries, because 
its society is more vulnerable to fragmenta- 
tion. Dr Bimal Jalan wrote in an article titled 
‘Economics, Politics And Governance’ in The 
Financial Express (5 April 2004): (Such) spe- 
cial interests are also more diverse (in India) 
than in other more developed and mature 
economies. Thus, there are special regional 
interests, not only amongst states, but also 
within states. Economic policy-making at the 
political level is further affected by occupa- 
tional divide (e.g., farm vs non-farm), the size 
of the enterprise (e.g., large vs small), caste, 


religion, political affiliations of trade unions, | 


or asset class of power-wielders. 


Better Ways To Listen And Be Heard 


Good communication perhaps requires 
more listening than speaking. Talking more 
loudly will not break through the barriers in 
communication between people. TV shows 
like Cross Fire in the USA, and The Big Fight in 








India in which the participants yell and 
interrupt each other, are entertaining for their 
viewers. However, I am sure they do not help 
the participants understand each other bet- 
ter. The meeting of minds, and change of 
minds can happen when people really listen 
to those who have opinions different from 
their own. When they listen to the others' 
reasons — why they have their beliefs; and 
even more, to their emotions — their hopes 
and fears and when others feel they are being 
heard, they may be more willing to hear us. 
Thus we may begin to really communicate 
with each other. 

Enormous amounts of time, effort, and 
money are being expended in people talking 
at each other in conventions and being bom- 
barded with information through a variety of 
media. But the amount of high fidelity com- 
munication as a result of such conversations 
is meagre. We have to find better ways of com- 
municating that enable deeper listening, and 
thereby improve communion amongst peo- 
ple. Such ways are available. Their heritage is 
in the art of dialogue and traditions of group 
meetings such as the Quakers, rather than in 
advertising and mass communications 
whose concepts and techniques increasingly 
drive the design of communications in media 
and conventions. Good facilitators enable 
people to listen to their own unarticulated 
beliefs and aspirations, and to each other. 

One problem with these alternative 
approaches is that they require much more 
time than people feel they can spare from 
their busy, chattering lives. They generally 
seem to require people to shut off their daily 
routines and meet ‘off-site’ for days. Another 
limitation is that only a few people at a time 
can participate in the meetings. However, the 
gains can be enormous. Borrowing poet Ra- 
bindranath Tagore's immortal words, these 
alternative formats of communion can en- 
able clear streams of reason to emerge from 
the dreary desert sand of dead habit, and they 
can breach the narrow domestic walls that are 
breaking the world into fragments. 

These approaches are evolving in 
response to the need within society for more 
effective communication. The Aspen Insti- 
tute in the USA uses such approaches. The 
Society of Organisational Learning with 
headquarters in MIT in the USA has grown 
into an international network that is 
researching better methods. The Interna- 
tional Futures Forum based in St Andrews, 
Scotland, is another incubator. And there are 
others in many parts of the world. 

My hope is that India will be at the centre 
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and has the greatest need for it. No other 
country in the world has the diversity within it 
as is present in India. Eighteen distinct lan- 
guages with myriad dialects, all the major reli- 
gions in the world and wide disparities in in- 
comes. This diversity of people has chosen to 
work together democratically, which 
implies listening to the needs and wants ofall. 
The people have an enormous task to accom- 
plish together in order to change and improve 
their country, to make it fully developed, 

which is an expression of their vision for the 
country. What the people want, and what they 


believe in, needs to be understood amongst - 


them. And what they do, has to be aligned 
towards their shared vision to accelerate sus- 
tainable change. 

India needs simple techniques for com- 
munication amongst diverse people to facili- 
tate the collaboration in townships and in vil- 
lages to make the new India come about. 
Such techniques may do for India what TOM 
techniques did for Japan. Japan picked itself 


up from a shattering defeat in the Second. 


World War and became an industrial power 
— the ‘machine that changed the world’. A 
principal contribution to Japan's success 
were the seven tools of quality control devel- 
oped by Dr Ishikawa and others. These were 


widely disseminated by JUSE (the Japanese : 


Union of Scientists and Engineers) through 
public radio, books, pamphlets, seminars, 
and schools. These tools provided a simple 
and powerful language for workmen on shop 
floors, offices, construction sites, and else- 
where to work together to improve quality. 
The beauty of these tools was that they 
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-quality by applying them to the work that 
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enabled everyone to take responsibility for 


they performed every day. These tools have 
since been adopted throughout the world 


and have contributed enormously to the 


improvement of economic efficiency. Per- 
haps some simple techniques for effective 


. listening and communication should be 
developed in India soon, so that it can 


become the way in which Indians every- 


where improve the manner in which they 


work and create together. These techniques, 
founded on the same principles that enable 
great communication to take place in the 
intense off-sites that I referred to earlier, will 
make these principles practically applicable 
in daily life, just as the seven tools of quality 
took quality from the experts’ labs to facto- 
ries and offices in Japan. 

Experience suggests that such tech- 
niques, founded on good principles of com- 


munication, if diligently practised, could | . 


work wonders in India. I have been able toslip 


. these principles and techniques into many 


meetings where people from different walks 
of life have gathered, such as the Leadership 
Conclave organised by CIL in Goa in Decem- 
ber 2003, and the more extensive 'generative 
scenario thinking’ process sponsored by CH 
in 1999. The participants in such meetings 
always comment on the profound difference 
they perceive in the tone and quality of com- 
munication amongst them and the fresh 
insights they obtain. | m 
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Wearing a tie enhances your personality. And tying the right knot, adds a lot to your future, 


Satyam invites Leaders from diverse Industries - not just IT 





Tie a new knot with the IT industry. Where you can put your industry expertise to strategic use, in 


tandem with IT initiatives. And get set for a future that's bright and colorful. And as far as the gateway 


to IT industry is concerned, leave it to Satyam. A leading IT Consulting and Services company where 


careers are as smooth as a silk tie. 


Why other industries are tying the IT knot 

IT industry has become an essential part of all 
industries. Businesses are leveraging IT even more to 
achieve critical and strategic business goals. Satyam 
was one of the first to verticalize its IT service offerings 
and has built industry specific competencies, providing 
optimal business gains to the end customer. This has 
been achieved by combining technological 
competence with in-depth industry expertise. 

Satyam invites you to speak the language of its 
customers. 

Your business expertise and our IT depth 

As an industry expert, you carry a deep understanding 
of the market, its dynamics, drivers and trends. 
Combine that with the power of IT, and you can 
deliver services that make strong business sense. You 
could perform a wide variety of roles such as: 

* Consulting (Domain Expert) 

* Customer Relationship Management 

* Program Management (Delivery Excellence) 

Satyam will equip you with the required IT skills, and 
provide you with the best of people, processes and 
technology, to set global benchmarks. 

Satyam has pioneered and institutionalized the 
transformation of non-IT industry experts into 
successful IT and Consulting Professionals. 


Satyam is a global IT Consulting and Services company, serving more than 
325 global customers, of which 104 are Fortune Global 500 corporations. 
in 45 countries, across six continents, we are today over 


Operating 
18,000 people strong. 


Satyam is an equal opportunity employer. 


Regd. Office: Mayfair Centre, S.P. Road, Secunderabad - 500 003. A.P, India. 


To tie the right knot at Satyam, you should have: 

* Successful work experience of 10-15 years 

* In-depth experience in industries such as 
Manufacturing, Insurance, Banking & Financial 
Services, Telecom, Retail, Energy & Utilities, 
Automobiles, etc. 

* Experience in line and support functions such as 
Sales, Logistics, Production, Finance, Supply 
Chain, etc. 

* Good educational track record from premier 
institutes 

The selection process for these positions will include 

case presentations, competency profiling and personal 

interviews with senior leaders of Satyam. Selected 

candidates will be expected to take up roles globally, 

as per the demands of such roles. 

To initiate a discussion, you may write to 

Naresh Jhangiani, ^ Head-Recruitment at 

nareshj@satyam.com. You may also call 

98664 22631/2/3/4/5/6 for a personal discussion with 

a senior HR leader, Rest assured, complete 

confidentiality will be maintained. For further details, 

please visit www.satyam.com. 

Transform your career at Satyam, with a new, exciting 

and challenging role. And you'll not just wear a tie, but 

also have a big smile to match it perfectly. 
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77% of your computer's cost hits you 


after you have bought it. 
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HP recommends Microsoft® Windows” XP Professional. 


Get the new HP Compag Business 
Desktop dc7100 with a really 
low total cost of ownership. 


. ltis estimated that the purchase price in case of desktop computers, 
forms only 23% of the total cost of ownership. So where does most of 
your money go after you have bought the desktop for your office? It 
goes into maintenance, upgradation and general troubleshooting. It 
thus naturally follows that the computer hardware system with the 
lowest purchase price may not necessarily be the most cost effective 
system. What exactly is “Total Cost of Ownership”? In layman terms, 
Total Cost of Ownership or TCO is the sum total of all the costs 
incurred to keep any product, in this case a computer, operational 
and productive throughout its life cycle. This would include all costs 
related to purchase, maintenance, upgradation, etc. Keeping this 
factor in mind, HP, a strong player in the computer hardware market 
has introduced a specialized range of advanced desktops targeted 
at corporate business houses and growing business units - the HP 
Compaq Business Desktop dc7 100 powered by the Intel® Pentium" 
4 Processor 3.0GHz. Loaded with an Intel® 915G chipset for a 
consistent and superior performance, the HP Compaq Business 
Desktop dc7 100 is the last word in cutting-edge technology. Thus it 


Special prices available on 
the HP Compag Business 
Desktop dc7100 powered 
by the Intel® Pentium® 4 
Processor 3.0GHz till 
October 31st, 2004. Hurry! 


With certified service and 
genuine parts, HP Care Pack 
adds more value to your 
warranty. Insist on one today. 





is adequately equipped to handle future advances in terms of both 3 
technology and performance. And combined with the world famous 

HP warranty and assurance, the HP Compaq Business Desktop — 
dc7100 is a machine that requires extremely low maintenance. In x 
the eventuality of a technical hitch, its world-class design structure — 
makes servicing really easy and requires very low levels of 
expenditure. What HP proposes is to offer business enterprises a 
worry-free office infrastructure with high performance capabilities at 
a minimal TCO. The HP Compaq Business Desktop dc7100 is 
designed specifically to cater to the office of the future. 


Get more technology, expertise and support from HP's Smart Office 
solutions. 


Life-cycle cost of a Desktop 


Purchase price for 
hardware and 
software 2395* 


Downtime 996 
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Why does 
one set of 
people 
produce 
world- 
class 
service 
and 
another 
opt for 
mental 
poverty? 





subroto bagchi . 


Indian? Yes. 
Air-Indian? No 





WAS to fly Air-India from Delhi to New 
York. In my hotel room, I was getting 
ready in a leisurely manner, confident 
that I had plenty of time — until the 
phone rang. The hotel told me that I had 


the timings wrong. The flight was leaving an 
. hour earlier than the time written on the ticket. 





| I tried arguing, half-drenched under the 


shower, that my ticket had to be correct. The 
hotel staff said they had the airline at the other 


| end and I could speak to them. I did. After a 


. quick confirmation, I rushed out — I had barely 
| an hour to reach the airport and check-in. 


The check-in counter was deserted but for a 


| couple of people before me. The lady at the 


counter took what seemed to be eternity before 
my turn came. I was convinced she would not 





learnt that there was a ban on flights over Pak- 
istan. So the carrier was to land in Mumbai and 
then go to Delhi. But, to the 100-odd Sardarjis 
and their entourage who were headed for their 
pind, this was a surprise. They were told to get 
down and re-board in an hour. 

That was alright. Except that an hour 
passed, then two, then three, then four, and 
nothing happened. No announcement. Not à 
single Air-India official there to say what was 


_ going on. The passengers began shouting, chil- 


dren were crying, old people in discomfort, a 


. passenger fainted — confusion everywhere. Fi- 
_ nally, the police got people from Air-India and 


let me board. Anxious, I asked her the time of | 
the flight. In a very placid voice, she said it | 


would leave as per the time written on my 
ticket! I told her that I had spoken to Air-India 
earlier, and had been told that the flight time on 


, my ticket was wrong. She had no answer. | 


boarded the plane, still smelling of soap. Just 


before take-off, while I was cursing the whole | 


incident, the check-in lady appeared, apolo- 
gised for the mix-up and upgraded me to first 
class. I promptly forgave Air-India. 

On board, I met a friend. We were chatting 


| inthe alley with a drink, when a purser got us a 





bowl of mixture. What customer service, I told 


myself. My friend and I took turns to hold the | 


after another three hours, a plane took the pas- 
sengers to Delhi. I barely made the connecting 
flight. I told myself I would never fly Air-India 
again, not for the love of my life. 

But I could not stay away for long. Last Janu- 
ary, my wife and I boarded the national carrier 
from Newark to Mumbai via Paris. It was the 
thick of winter with temperatures near zero. You 
won't believe this, but the plane did not have 
enough blankets! There were a few that were 
given to people with young children. When 
tempers flew, the pursers — burly men in their 
50s with hair awkwardly dyed — asked passen- 


| gers to "complain to the authorities”. The plane 





bowl because we were also holding our drinks. | 
` After a while, the same purser joined us. He 


decided to get friendly, and started eating the 
mixture from the same bowl. We were taken 


aback by his friendliness, not to mention the | 
| unprofessionalism. 


On another occasion, I flew from New York 
to Delhi — there was a family emergency. I had 


. to rush from New York to Bhubaneswar. My 
| idea was to land in Delhi and make a connec- 


tion. The flight took off on time, but landed in 


landed at Paris airport but was not taken to a 
gate. It was parked in the middle of the tarmac, 


. where they opened the doors to get the plane 


cleaned and the pantry filled up. It was snowing, 
and for that full hour snow kept coming into the 
plane. Only frayed tempers kept us warm. 

It is people who make an organisation. It 
baffles me to think of the low self-esteem of 
those who don the Air-India uniform and live 
this image. All airlines fly the same planes, get 


| their lease, finance and insurance from the 


Mumbai. I knew this had been planned be- | 
cause I had checked the Air-India website and | 


same agencies, use the same aviation fuel, take 
off and land at the same airports and get their 
food from the same catering service. Why then, 
does one set of people produce world-class ser- 
vice and another opt for mental poverty? 
Explanations apart, it is a pride thing. z 
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HERE theres smoke, 
there's fire. Or, more likely, 
a tobacco company. As 
Liza Minnelli once remar- 
ked, smoking is one of the 
leading causes of statis- 
tics. Statistics that are forcing govern- 
ments around the world to clamp down 
on the industry. On 1 May 2004, India 
became the 7th country to ratify the Fra- 
mework Convention on Tobacco Con- 
trol (FCTC), under which tobacco ad- 
vertising on television, radio, print and 
outdoors is totally banned, as is spon- 
sorship of sporting/cultural events and 
ostensibly, even surrogate advertising. 

So, what's a tobacco marketer to do? 
Put into practice the principles of 
Edward de Bono. "Creative thinking is 
not a talent," believes de Bono, "it is a 
skill that can be learnt." And if you're a 
tobacco marketer, it's really a skill that 
hasto be learnt. 

Heard of a cigarette specifically for 





IT workers? Chancellor XP from GTC In- | 


dustries, is being positioned as just that. 
(Note the use of 'XP' — xtra premium, 
but also alluding subtly to the Microsoft 


OS.) It's a brilliant consumer insight. | 


Considering the high stress and long 
hours, IT/ITES workers are excellent 
targets. Besides which, the new freedom 
of a first job and the urge to bond with 
colleagues on ‘smoke breaks are fertile 
breeding grounds for the habit. 
Chancellor XP was recently test mar- 
keted in Chennai as "the lower tar con- 
tent, longer filter cigarette for IT profes- 
sionals". The aspirational tagline adds 
"luxury blend — for the finest minds in 
India" Register on their website 
(chancellorxp.com) and you could win 
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“gadgets and accessories you've always | 
wanted" while the company files you | 


away in a valuable database. 

Creative (mis)interpretation of rules 
is another area where Big Tobacco ex- 
cels. The only advertising permitted un- 
der the FCTC is at 'point of sale. So, on 
the arterial roads of Mumbai, highly vis- 
ible glowsigns are coming up. The prod- 
uct shot adheres to the prescribed size, 
but stringing two to four such visuals ag- 
ainst a neutral background creates the 


effect of a mini-hoarding. The choice of 


outlets is highly questionable too. 
Take, for example, retailer Chheda 


Collection, a stone's throw from Mum- | 


bai's Sophia College. It is certainly no 


paan-bidi shop! And neither were Suraj 
Electricals or Everest Dyers and Clean- 
ers — both strategically situated on 
Peddar Road and sporting glowsigns 
or vinyls funded by cigarette compa- 
nies. Joining the growing list of such 
‘points of sale’ are kirana stores, raddi 
shops and, near the Portuguese church 
in Dadar, a defunct doodh sarita! Clearly 
a violation of the spirit, if not the letter, 
of the prescribed law. 

Then you have ‘mobile smoking 
lounges’ — customised vans allowing 
smokers to puff away in air conditioned 
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. India recently signed 
.alaw severely 
restricting tobacco 
advertising. However, 
marketers have 
already come up with 
creative solutions to 
dodge the rules. 
. By Rashmi Bansal 


Sneaky ‘point of sale’ 
tobacco signage on 
Peddar Road in Mumbai: 
a creative way to get 
around the law. 
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comfort. First spotted in Ahmedabad in 
July, these lounges by Godfrey Philips’ 
FourSquare have now officially debuted 
in Mumbai, Delhi and Baroda. 

The idea is inspired by the Smocars 
introduced in Japan to circumvent a 
ban on smoking in public. Considering 
the fact that India has the law but practi- 
cally no enforcement of it, the mobile 
lounges essentially boil down to a BTL 
(below the line) promotion. And that's 
reinforced by their parking outside pop- 
ular hangouts such as malls. 


| $206-billion settlement between tob- 


acco companies and 46 US states. B&W 
was also asked to shut down its toll tree 
number and website (houseofmen- 
thol.com), despite the company claim 
that it was for those “18 and above" only. 

Tobacco companies saw the writing 
on the wall, and over the last decade 
most have revamped their strategies ac- 


| cordingly. In the UK, Silk Cut built its 


Although Big Tobacco staunchly | 


maintains it only targets responsible 
adults, the fact is that young people are 
required to continue milking the cash 
cow. Replacement is constantly re- 
quired for those who quit — or die. 
Studies have consistently shown that 90 
per cent of smokers in the West begin 
before they're 21 and, hence, companies 
continue to take risks to reach them. 

In June 2004, Brown & Williamson 
(B&W) was ordered to recall thousands 
of cigarette packets after a hip-hop 
based marketing campaign was found 


brand around colour and image — a 
luxuriously rumpled piece of purple 
silk. The brand name has now been 
eliminated — and apparently, no one 
notices its absence. In India,,over the 
last couple of vears, Four Square chose 
to wordlessly communicate its brand 
through the image of four red squares, a 
mnemonic that could come in handy in 


| thepost-ban scenario. 


to target youth, in violation of the : 
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Surrogate advertising, although 
supposedly banned, continues to flour- 
ish. It’s no coincidence that Marlboro 
has a range of clothing and ITC has Wills 
Lifestyle stores. The company did make 
some noises about withdrawing the 
‘Wills’ brand name from cigarette packs, 
but no such thing has actually hap- 
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MOBILE PHONES - THE NEW 
ANTI-SMOKING WEAPON 





British teens are smoking less 
and talking more on cell phones, 
researchers in the UK observed. 
While cigarette smoking among 
British 15-year-olds dropped from 
30 per cent in 1996 to 23 per 
cent in 1999, cell phone owner- 
ship rose sharply over the same 
period, to about 70 per cent 
today, the scientists noted in 
their report. 

“The mobile phone has a niche 
in teenagers' lives that occupies 
the same place as cigarettes. It 
meets the same needs," said one 
of the theory's proponents, Clive 
Bates, director of Action on 
Smoking and Health in London. 
Mobile phone marketing in Europe 
promotes self-image and identity, 
which resembles cigarette adver- 
tising, the scientists said. 


pened. Of course, gutkha companies 
are worse offenders — they routinely 
advertise ‘harmless paan masalas’ 
while actually selling products with to- 
bacco content under the same name 
and packaging. 

In fact, the ban on mass media ad- 
vertising is actually going to benefit the 
existing biggies — no new brands can be 
built now. As Dr Prakash Gupta, cancer 
researcher and director, Sekhsaria Insti- 
tute of Public Health notes: “The only 
clause the tobacco companies have 
been opposing tooth and nail is the ban 
onsale of cigarettes near educational in- 
stitutions.” Earlier pegged at a 200 metre 
radius, it has now been watered down to 
100 metres. With continued haggling 
about the ‘definition’ of an educational 
institute, the ban remains suspended. 

Deterrent pricing is another potent 
weapon. Since 1997, along with market- 
ing restrictions, cigarette prices in the 
US have been hiked by 70 per cent. But, 
as a UN Food and Agricultural Organi- 
zation report notes: "In India, the moti- 
vating rationale for tobacco taxation 
seems to be fiscal, i.e., to maximise 
excise collection, rather than to control 
tobacco use." 


gvogue — 


Sarkari attention is concentrated on 
the'upmarket' cigarette — 75 per cent of 
whose retail price consists of taxes. Yet, 
most sticks remain highly affordable — 
thanks to sales of ‘chutta’ or single ciga- 
rettes by paanwallahs. The unorganised 
bidi sector is hardly taxed, as it ostensi- 
bly generates employment and caters to 
low-income groups. In response to this 
‘discrimination’, the tobacco industry 
successfully lobbied for an excise duty 
structure based on ‘length of cigarette’. 
This has allowed organised tobacco to 
launch competitively priced products 
such as the ‘mini’ cigarette, Hero, aimed 
at upgrading bidi loyalists who com- 
prise the large majority (over 40 per 
cent!) of smokers in India. 

When all other promotional ave- 
nues dry up, there remains a potent P 
in the tobacco company’s arsenal: the 
People factor. Who is smoking — and 
how cool that person is perceived to be 
— is the Invisible Salesman still in oper- 
ation. Smoking in movies has been 
linked to adolescents trying their first 
cigarette, according to a new study by a 
team from Dartmouth College and 
Dartmouth Medical School. As a 1989 
Philip Morris marketing plan noted: 
“We believe that most of the strong, pos- 
itive images for cigarettes and smoking 
are created by cinema and television." 

There is documented evidence of 
the company paying to get Marlboros 
placed in Superman II and a host of 
other popular Hollywood films. When 
the US Congress threatened to make 
product placement illegal, the tobacco 
industry pleaded ‘self regulation’ and 
pay-offs officially stopped. But place- 


ments didn't. In fact, 82 per cent of the | 


top 10 grossing PG-13 films each week 
in theatres from May 2002 to May 2003 
included tobacco. 

A World Health Organization 
(WHO) study of tobacco exposure in 


Bollywood films conducted last year re- | 


vealed similarly shocking figures. The 


research, conducted by Ambika Srivas- | 


tava, president, Strategic Mediawork, 
concluded that 76 per cent of top-rated 


Hindi films portray smoking as ‘the cool | 


thing to do’. It's not just villains and 
vamps who smoke: today, 50 per cent of 
tobacco incidents are depicted by the 
'good' characters. And increasingly, 
smoking is being used to demonstrate 
an assertive and independent mindset. 








| 


ANTI-SMOKING ACTIVISTS GET 
HYPER-CREATIVE TOO 





A consumer activist organisation 
founded by Ralph Nader incorpo- 
rated a tobacco company by the 
name 'Licensed to Kill' on 19 
March 2003. Calling itself the 
world's first 'truthful tobacco com- 
pany’, Licensed to Kill knowingly 
kills people for profit and is proud 
of it. "In fact, it is the explicit aim of 
our corporation," declares this in- 
your-face anti-smoking effort. 

CEO Rich ‘Fromdeth’ explains 
why the world needs tobacco com- 
panies: *Not only would tens of 
thousands of our employees 
around the world be out of a job, so 
would thousands and thousands of 
hospital bed manufacturers, 
nurses and cancer specialists." 

In another novel effort, the 
BMW Williams F1 Team an- 
nounced a sponsorship agreement 
with GlaxoSmithKline's smoking 
cessation brand, NiQuitin CQ. 
The entry of the brand in 
an arena traditionally 
associated with 
tobacco is a first. 


Documentation 
of money changing 
hands in India is un- 
available, but last 
years Quentin Taran- 
tino-inspired Kaante cer- 
tainly merits investigation. 
“Collar ko thoda sa oopar chadha ke, | 
cigarette ke dhuaein ka chhalla bana 
ke..." goes a song from the film, which 
became far more popular than the film 
itself. Noting these guerilla tactics, the 
WHO decided to focus on the entertain- 
ment, films and sports industries on 





World No Tobacco Day last year. 

Actor Vivek Oberoi, who has smo- 
ked in both good guy and bad guy roles, 
decided to ‘kick the habit’ onscreen and 
appeared in a series of anti-smoking ad 
films last year. However, Shahrukh 
Khan, Ajay Devgan and Sunjay Dutt are. 
all chain smokers, and it is a known fact 
that the actor/director who smokes at 
home is more likely to smoke in public 
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and light up in movies. 

Freedom Tobacco International is 
behind the Right to Smoke Coalition, a 
group organised to fight bans against 
public smoking. Adrian Vickers of 
Abbott Mead Vickers (AMV BBDO Ltd) 
anticipated just such a strategy in a 1997 
paper. Tobacco companies, Vickers pre- 
dicted, would promote the creation of 
clubs of ‘alienated aggressive addicts’ 
who will come to see smoking as legiti- 
mate civil disobedience! 

Lucky Strike tapped into this senti- 
ment with its buzz marketing campaign 
in trendy neighborhoods in Miami, New 
York and California. Lucky Strike Force 
crews — armed with iced coffee and 
beach chairs in summer, hot coffee and 
cell phones in winter — tried to make 
exiled smokers more comfortable out- 
side buildings. “Send up a smoke signal, 
and we'll be there,” their ads urged. 

If you think that's out of the box, 
check this out. In London, a new ciga- 
rette brand sparked controversy by 
naming its product ‘Shag’ and coining 

the slogan ‘Have you had one lately?’ 
The company’s surrogate market- 
ing effort is unparalleled in its 
coolness — Shag is also being 
sold as a condom! Tobacco 
companies allege that "the 
ban on advertising will 
deprive consumers of 
knowledge to make an 
informed choice" But 
# clearly, the ads continue 
to seek ways to ignite the 
desire to smoke in the first 
place. A new trend in the US is 
‘flavoured cigarettes’ sold under 
names like Mandarin Mint and 
Cherry Cheesecake. Also growing in 
popularity in the US are exotic flavoured 
bidis exported from India. And within 
India itself, chocolate flavoured gutkha 
is reportedly being sold to kids. 

The anti-tobacco lobby and the 
tobacco industry continue to play cat 
and mouse. Like the capers of Tom and 
Jerry, it’s a chase unlikely to end anytime 
soon. Bottomline: as long as growing 
tobacco remains legit, companies are 
going to find new ways to sell it.... 



















Rashmi Bansal is an IIM-Ahmedabad 
graduate and founder-editor of the popular 
youth magazine JAM (Just Another Maga- 
zine). Email her at rashmi@jammag.com 
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I have just finished LEADING 
CHANGE by John P. Kotter. This was 
listed as a ‘must read’ for executives 
in my company. The book recom- 
mends that processes to ensure 
proposed changes in an organisation 
should reach as many of the emp- 
loyees as possible. Most attempts at 
change in organisations are “sudden 
brilliant ideas” that remain with a 
few select leaders. In most situations, 
these changes are not fully “bought 
in” by all those who can make these 
changes happen. The big learning 
from Kotter' thesis is that change 
can only continue when employees 
across the board see the benefits 
of change. 

l've also read MAN'S SEARCH 
FOR MEANING by Victor E. Frankl. It 
is about the psychology of survival. Bi 


ALERT 
In The Pink Of Wealth 


By Sumit Ghoshal 
(Frog Books) 


DESPITE its gooey and 
gory-looking cover 
photo, this novel is 
boring. The story bills 
itself as a sort of med- 
ical-cum-boardroom 
drama. Unfortunately, 
it reads simultane- 
ously like a soap opera script 
and the back files of some hap- 
less hospital administrator. Ima- 
gine a book whose first sentence 
is: "As medical director of Gopalji 
Damji Hospital, Dr Jagdish Choksi 
was perhaps the junior-most to 
attend the meeting.” Snore... E 
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Wisdom in 


TONY JOSEPH 


AM writing this on Gandhi 
Jayanthi. And I can't help wonder- 
ing why it is that so much effort 
has gone into understanding 
Gandhi, but so little into under- 
standing how hundreds of mil- 
lions of ordinary Indians came to 
choose him as their leader in the fight 








against the British. What was the soci- | 


etal process that led to that choice? 

It is not as if we didn't have alterna- 
tives. From Veer Savarkar to Subhash 
Chandra Bose — all leaders of men with 
a searing desire to win freedom for their 
country — we had a full menu of 


sights to be gained by looking at things 
through a different prism, and that is 
what The Wisdom of Crowds does. Au- 
thor James Surowiecki, a well-known - 


. New Yorker columnist, argues that 


crowds have got bad press quite un- 
fairly. They hold far more wisdom than 
is generally acknowledged, and smart 
leaders who can figure out how to tap 


| into that wisdom have a lot to gain. 


The best way to illustrate the wis- 
dom of crowds is to recount an anec- 


| dote that Surowiecki uses, about a 
|! weight-judging competition at the 


options. But we deliberately chose to | 


rally behind Gandhi — and not 
rabble-rousing communalists, 
violent communists or 
bomb-throwing nation- 
alists — at a defining 
period of our history. 





AA J 





annual West of England Fat Stock and 
Poultry Exhibition. A fat ox had been se- 
lected and placed on display and people 
could place wagers on what the weight 
of the ox would be 
after it had been 


THE WISDOM 
OF CROWDS 





That tells me something 
about us as Indians — 


THE 
WISDOM or CROWDS 


Why the Many Are Srmarter Then the Few 


Why The Manv Are 
Smarter Than The 


Fev 


our nature, our civilisa- 
tion and what it takes to 
move our hearts. To me, 
that is a hundred times 
more interesting and 
valuable line of thinking 
than the particularities of 
Gandhi's own life. 


— 
uJ 
a 


James SugnoWIECKI 


But the fact that we don't usually | 


follow that line of thinking tells us some- 
thing about the way we see history: 
mostly as the story of heroic individuals 
persevering against tremendous odds. 
That is pretty much the way we see 
everything else too, from corporate 
performance to scientific break- 
throughs. Heroic CEOs who take their 
companies to great heights. Brilliant 
scientists who discover the secrets of the 
world around us. 

There is an element of truth in all 
this, but there is reason to believe that 
this highly individualistic, Ayn Randian 
view of how things happen and evolve 
around us may now be entering the 
phase of diminishing returns. There are 
far more interesting and practical in- 
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Surowiecki 


By James 
Little, Brown 





slaughtered and 

dressed. Eight hun- 
dred people tried their luck and the 
person whose guess was closest to the 
real figure got the prize. 

But scientist Francis Galton, who 
happened to be at the fair, wanted to 
figure out what the ‘average voter’ was 
capable of. Galton had an agenda: 
he wanted to prove the “stupidity 
and wrong-headedness” of the aver- 
age person. So he added all the con- 
testant's guesses and calculated the 
mean. The number represented, you 
could say, the collective wisdom of 
the crowd. Galton was in for a shock: 
he found that the crowd had guessed 
that the ox, after it had been slaughtered 
and dressed, would weigh 1,197 
pounds, too close for comfort to the real 
figure of 1,198 pounds! 


numbers 





EXCERPT 


~ OMPANIES can use methods of aggregating collective wisdom — like, 
most obviously, internal decision markets — when trying to come up 

with reasonable forecasts of the future and even, potentially, when trying 
to evaluate the probability of possible strategies.... In the late 1990s, for 
instance, Hewlett-Packard experimented with artificial markets to forecast 
printer sales. (Essentially, Hewlett-Packard employees, who were drawn 
from different parts of the company to ensure the diversity of the market, 
bought and sold shares depending on what they thought sales in the next 
month or quarter would be.) ... Over the course of three years, the market's 
results outperformed the company's 75 per cent of the time. 


This may look like a freak accident, | 


but it wasn't. As Surowiecki convinc- 
ingly argues, and as we all know from 
the way free markets work, there is far 
more wisdom in crowds than we care to 
admit. Markets routinely get the pricing 
of everything from aircraft to haircuts 


right, without a central planner working : 


out complex equations. 

As anyone who has watched Kaun 
Banega Crorepati knows, the most dep- 
endable 'lifeline' that a contestant can 
use when he doesn't know the answer to 
a question is asking the ragtag audience 
for help — the audience's average 
answer fares consistently better than 
those of experts. 

According to a study in the US, 
experts get it right 65 per cent of the 
time; the audience gets it right 91 per 
cent of the time. Google is consistently 
able to point you to the exact informa- 
tion you want because it depends on the 
wisdom — or web-surfing patterns — of 
millions of people, not a few experts. 

It is almost as if each one of us holds 


a piece of every puzzle, a shard of | 


localised knowledge, that can be useful 


in getting the big picture correct. Free | 


markets are a way of collecting some 


JAMES SUROWIECKI 
is a staff writer at 
the New Yorker 
where he writes a 
popular business 
column. His work 
has appeared in 
Wired, Wall Street 
Journal and Slate, 
among others 











| might be disappointed. 


pieces of localised information and 


fitting them together. Liberal democ- 


racy is another way of collecting other 
pieces of localised knowledge and 
fitting them together. The book argues 
there could be many other ways of using 
the wisdom of crowds. A few compa- 
nies, for example, have found a new way 
to predict the demand for their prod- 
ucts: create an internal market for pre- 
dicting sales, with those making correct 
guesses getting real rewards. 

These markets, as in the cases men- 
tioned earlier, consistently deliver 
better results than vice-presidents of 
marketing, market researchers and 
other experts. The CIA is now experi- 
menting with something similar: it 
has an internal market for predicting 
developments in the Middle-East. 

If all this gives the idea that solutions 
to all your problems are at hand (Just 
ask the crowd!), perish the thought. 
Crowds get things right only under the 
right conditions — diversity and in- 
dependence are very important, for 
example — and they can go wrong for 
a number of reasons, such as "infor- 
mation cascades". 

The beauty of TheWisdom of Crowds 
is thatit gives you a framework to under- 
stand and aggregate localised knowl- 
edge better. You could find that useful in 
many settings: in how to conduct meet- 
ings, or even in how to construct a board 
of directors. But the framework is rather 
delicate. If you expect intellectual trig- 
gers from this book, you will be satisfied. 
But if you expect intellectual rigour, you 
* 
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BOOKMARK 


BOOK 


Praise be 
damned 


HEN John le Carre recom- 

mends a book, you are bound 
to take it seriously, right? Of course! 
Even if the book is only a style man- 
ual? Well, yes, and especially if the 
author is the guy next door. 

Le Carre describes Yateendra 
Joshi's COMMUNICATING IN STYLE 
thus: “A gem. Courteous, unfrighten- 
ing and essential. A perfect compan- 
ion volume to Fowler's Dictionary of 
Modern English Usage for today's 
communicators.” 

That's high praise 
indeed for Joshi's guide 
to presenting technical 
information simply and 
attractively. Joshi 
works with The Energy 
and Resources Insti- 
tute (Teri) in Delhi 
(also the publisher), 
and the book is the 
outcome of his 
attempts to make ab- 
struse scientific and 
technical documents 
more reader friendly. 

Essentially a man- 
ual on the technical as- 
pects (choosing fonts, 
using headers, etc.), it 
also has useful tips 
on the basics of — 
grammar. How did = 
Joshi get the great spymaster to 
recommend his book? They have 
been corresponding since Tinker, 
Tailor, Soldier, Spy came out in the 
1970s, says the writer. 

Has the endorsement from Le 
Carre — he went through the draft — 
helped? Well, yes. The book has 
stood out from the welter of style 
guides and made it to amazon.co.uk. 

So, if a clutch of bestselling 
business authors like Al Ries and 
David Aaker shower a book with 
compliments, it is bound to be good, 
right? Not at all, even if Edward de 
Bono has penned a foreword. 
CORPORATE CARTOONS and 
BUSINESS CARTOONS by Prriya Raj 
(Vision Books), say these worthies, 
are funnier than Dilbert. So hilarious 
that it made them cry. Don't believe 
a word of it. 
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IJAY Kelkar's parting gift is a committee 
report on restructuring the finance min- 
istry. This is aptly titled 'Ministry of Finance 
for the 21st Century' and, according to me- 
dia reports, the finance minister is receptive 
to the recommendations. 

One element of the report concerns minimising sur- 
prises and getting the finance ministry into the habit of 





pulsions and regional biases. Even the most reform- 
minded of FMs will have trouble pushing this through. 
What does Kelkar want the finance ministry to actu- 


| ally do? He wants it to focus on policy-making, as the 


treasury departments in the US and the UK do. He wants 


_ ittoshedits regulatory and micro-management roles and 


sharing information so that different players know about | 


policy changes and their rationale. Indeed, the finance 
ministry has been fairly forthcoming so far, and reports of 


the task forces on direct taxes and indirect taxes (Decem- | 
ber 2002) and on implementation of the Fiscal Responsi- | 


bility and Budget Management (FRBM) Act (July 2004) 
were promptly put up on the 
Net, even during the interim 
stage. That being the case, why 
has the finance ministry been 
so secretive about this commit- 
tee's report? It is not on the Net, 
and no hard copy has surfaced 
so far. To gauge what has been 
recommended, one therefore 
relies on media scoops. The 
finance ministry's coyness de- 
fies rationale. 

The report is said to have 
made a point about reducing 
policy surprises to entrepre- 
neurs. This is as it should be. 
Since entrepreneurs face com- 
mercial risks, we ought to free 
them from policy risks. It 
makes sense, therefore, to have 
a medium-term and transparent perspective, with no an- 


Kelkar wants the finance 
ministry to shed its regulatory 
role and even induct 
external expertise 





nual variations from Budget to Budget. That's precisely | 


what the FRBM report also sought to do. 
True, questions have been raised about the numbers 
in this report. But the medium-term transparency inten- 


even induct external expertise. He also wants a focus on 
state finances and attempts made to strengthen them 
since credit rating agencies also look at state finances 
while drawing up the ratings of the Central government. 

Does this sound suspiciously like the think tank that 
the Planning Commission was supposed to become, right 
down to having external consultants? The Left put a stop 
to that, and it is doubtful that such a role will ever be toler- 
ated in the finance ministry. 
With alean finance ministry, its 
revenue administration roles 
can indeed be shed. We have 
the Central Board of Direct Tax- 
es and the Central Board of Ex- 
cise and Customs. Both can 
easily be made autonomous on 
tax administration. That's what 
happens in many developed 
countries. For instance, in the 
US, the Internal Revenue Ser- 
vice is distinct from the Trea- 
sury Department. 

So, why should we not hive 
off the Enforcement Directorate 
and Department of Economic 
Affairs? Why should we not de- 
link management of public debt 
from the monetary authority 
and have an autonomous agency to manage public debt? 

Why not indeed? These recommendations mesh per- 


Courtesy: THE INDIAN EXPRESS 


| fectly with what Kelkar said in his three earlier reports. But 


tion is beyond dispute. And as part of the same jigsaw, if - 
the direct and indirect tax reports are implemented, there 


will be stability, rationalisation and harmonisation of 
rates. There will be no unpleasant, and pleasant, varia- 
tions in tax rates every year, and the Budget exercise will 
no longer get the hype it does. This is an eminently desir- 
able outcome, and one that the reforms of the 1990s have 
tried to move towards. 

But Kelkar starts from an unrealistic premise: that 
politicians will be willing to let go their power and privi- 
lege. With transparency and stability comes the end of all 
discretion. No queues and lobbying in North Block from 


December through February. No variations in excise, cus- | 


toms and direct tax rates. No pandering to electoral com- 


| wraps by the ministry? 


the catch, as we said earlier, is the assumption that the 
finance ministry is willing to relinquish control. That's the 
most ridiculous of assumptions ever made. Witness how 
the finance ministry has been dictating to banks and fi- 
nancial institutions, and even the Reserve Bank. Witness 
how lending rates and flow of credit to favoured sectors 
are directed. Witness, too, how banks are instructed to 
merge and with whom, and insurance companies are told 
where to invest. Kelkar may think that with the shortage 
economy dead and buried, allocation of resources, inclu- 
ding foreign exchange resources, is best left to the market. 
But governments, finance ministers and Parliament think 
otherwise. We are thus left with a 21st century set of rec- 
ommendations and a 19th century mindset. Is it any sur- 
prise that these recommendations have been kept under 
E 
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The Fruits Of GE 


Q Any existing BPO player would 
benefit from the good reputation 
of GECIS. And if GECIS is bought 
by a firm outside the BPO field, 
the whole industry will benefit 
from the increased compet- 

ition. Either way, GECIS will be 


a good buy for any buyer — that is, after the 







current bloated structure is pruned down a bit. 
Premananda Mishra, posted on BW website 


PRIORITIES LEFT BEHIND 

The Left parties are not being a co- 
operative ally (‘Selective Xenophobia’, 
BW, 11 October). With the foreign 
advisors issue, the Left is making 
sure that the Congress knows how 
critical its support is. Unfortunately, 
opposing the inclusion of foreign 
advisors to the Planning Commission 
has showed that the Left is more 
concerned with influencing the 
Congress, and not the economic 
development of the country. 

Rasmita Rath, Cuttack 


A NEW BRAIN DRAIN 

‘Brain Paralysing Outfits’ (BW, 20 
September) shows the real problem 
with BPOs. After all, the Indian gov- 
ernment pays a heavy price to shape 
the IIT graduates. They are not sup- 
posed to do jobs that are below their 
capabilities. Yet, the BPO work that 
many of these graduates do (for high 
salary alone) is a sheer waste of their 
brains. This could result in a 
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| permanent ‘brain drain’ of some of 


the most valuable human resources 
in our nation. 
Arnab Sinha, via email 


A WORLDWIDE DANGER 
Debit card usage (or credit card usage 
for that matter) is not really taking off 
because of the lack of a secure finan- 
cial backbone protected by law 
enforcement (‘Fresh From Your Bank 
Account, BW, 4 October). Card fraud is 
an industry in itself across the world, 
but the costs of that fraud are higher in 
India, or at least, that is the perception. 
Your article missed out on warning 
consumers about the risks involved 
when using debit cards to make 
purchases on the Internet — this is one 
area where caution should be the 
order of the day. However, there are 
various trustworthy fraud protection 
services being offered by banks and 
website providers. 
Nanda Kishore, posted on BW website 


BOGUS B-SCHOOL RANKINGS 
This B-school ranking has shaken my 
faith in the magazine. (‘India’s Best 
B-schools', BW, 6 September). Many 
students feel that the true rankings of 
MDI and IIFT are much lower. 

If BW wants to restore some faith, 
it should do some introspection and 
stop ranking business schools from 
next year. This is not a criticism, 
this is, in fact, a serious suggestion. 
Such a step would be a reflection of the 
high moral standards of BW's past. 
Amit Khurana, posted on BW website 


Write in at 
editor@bworldmail.com 
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COVER STORY 34 Owner's Delight 


T'S IT GONNA BE? Shoppers at Viveks in Chennai 


R.A. CHANDROO 





BW cuts through the clutter of brands to pinpoint those which delight customers. Before you go shop- 
ping this Diwali, take a look at the 2004 ( 'onsumer Durables Survey to find out what consumers think of 
their durables, including the quality of after-sales service and complaint management. 


Durables retail chains are setting the stage for a retail revo- 
lution. So what will be the model for their future growth? 


41 On The Web 


The Internet has not been the best place to sell durables. 
So why are some firms and entrepreneurs still persisting? 
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s Rates War 


The Ministry of Finance and the 
Reserve Bank of India are sending 
out conflicting indications about 
the direction that interest 

rates must take. 





9 Fil The complexities of making FDI and FII fungible. 


.2 Home Ministry Shivraj Patil's dismal report card 
has put him in the line of fire. 
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44 After Sales Dilemma 


To outsource or not is the raging debate among durable 


companies as they grapple with customer service. 


48. Scorecard 


Find out how the different consumer durable brands stack 
up in different categories. 
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„e| Killing Them Softly 


Co-operative banks in Gujarat, 
which cater to a class of con- b. 
sumers ignored by larger 
banks, are dying, And that 
marks a nationwide malaise. 
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Queue at a co-op bank: , 
can't bank on confidence 


30 Retailing Noel Tata is banking on a first-of-a-kind 
private label programme to drive Trent's hypermarket plan. 
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60 Dual-Core Chips As computer chips run at faster 
speeds, they generate more heat. They re hot, too hot, and 
chipmakers are looking at new ways to keep them cool. 


Businessworld 





Here we go again 


ISTS, it is said, are the lazy editor's best friend. 





62 Round Table The 
challenges IT majors in 
India face in attracting and 
retaining talent. The BW- 
Nasscom Round. 


The panelists at the HR » 
summit in Chennai 











80 Bookmark what will happen after the oil runs out? 
Anew book takes a hard look at a future with less energy. 





COMMENT | 
24 Omkar Goswami Executinga plan 


may sound downright basic. But eleven Aussies 
in Bangalore showed how and why it still works. 


ON THE CONTRARY 


58 Mahesh Murthy Ailour lives, we're 
reduced to insecurity when compared with 
peers. It's important not to give in. 


GAME PLAN 


| 70 Ranjit Shastri Market leaders could 
use the scorched earth strategy to keep new en- 


trants at bay, but it won't always work. 
THAT'S IT 
78 Mala Bhargava ror india, wiMax 


would mean more than cutting-edge technol- 
ogy. It could mean access in the first place. 
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Wave Length: An Indian scientist winning a Nobel 
would bring many more students towards science. 


A Stock Sense: The FIIs have voted with their money, 
and resoundingly at that, in favour of India Inc. 


Wide Angle: Mohit Malik of Anoova Consulting on 
how to make the Big idea work. 








Whenever he or she is stuck for an idea, out pops 
a list concept. The most beautiful bipeds this side 
of the Milky Way. The most important-looking 
male and female Homo sapiens in the multiverse. 
I, for one, would love to see a ranking of the best editors who 
also wear thick glasses and greying beards and whose middle 
name spells Joseph. 





Considering the attraction that lists hold for all of us, 
Businessworld has put some rules in place. First of all, to 
appear in this magazine, a list has to serve a useful purpose — 
other than entertainment — for the reader. Secondly, a list 
has to serve a cause that is nationally desirable. Thirdly, lists 
should only be an occasional 
treat for the reader; they should 
never become the main course, 
So in a buffet of 52 issues in a 
year, just about seven are 
devoted to lists that, in the 
opinion of our senior editors, 
meet the criteria. You will see 
many of these special issues 
over the next two months as we 
move into the festive season 
and the year draws to a close. 


Businessworld| 





The list that you will read in this issue began as a gleam in the 
eye of executive editor Prosenjit Datta. The idea was simple. 
Most consumer durables buying in India happens during a 
brief period between October and December. So if we could 
put the right kind of information in the hands of consumers 
at this time, we could hit two targets with one stone. One, we 
would help our readers make better decisions. Two, we would 
put tremendous pressure on the industry to improve the way 
it serves its customers. | am happy to say the survey is doing 
what we thought it would. Senior Editor Rajeev Dubey who 
piloted this year's project along with market research firm 
CSMM — a specialist unit of IMRB International — says the 
survey provides meaning to the verdict of the market, thus 
deepening the dialogue between consumers and producers. 


So have fun shopping as consumers — and counting in the 
money as producers. All of us, after all, are both consumers 
and producers at the same time. 


Te 
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THE RBI vs THE FINANCE MINISTRY 


Interest rates: 
conflicting signals 


S there some disagreement be- 
tween the Reserve Bank of India 
(RBI) and the finance ministry 
on interest rate policy? This is the 
question buzzing around Mumbai's fi- 
nancial circuit over the past few days. 
The mandarins in the central bank 
and those in the ministry have been 
sending out conflicting signals about 
the future course of interest rates. 
Inflation is still running strong. In- 
terest rates are inching up across the 
world. So it may be only a matter of 





clients; but this move has not caught 
public attention because these loans 
are still being made below the prime 
lending rate, which has not been 
touched as yet. 

The RBI has made a few cautious 
moves, A few weeks ago it hiked the 
cash reserve ratio (CRR) by 50 basis 
points in a move to suck some liquid- 
ity out of the market. And last week, in 
a move that caught traders by surprise, 
the central bank priced a new 10-year 
government bond at an effective yield 


iiustrations: ANTHONY LAWRENCE 


time before they go up in India as well. | of 6.99 per cent. These are clear signs 
There are already reports that some | that the RBI would like interest ratestoms 
banks have quietly increased the in- | goupa bit to cool down prices. 

terest rates they charge their best On the same day that the RBI an- 




















AKING up to neighbour Thai- | SINGAPORE'S MEDICAL SERVICE PROVIDERS 

land's success in attracting — 

foreign medical tourists, Sin- Eye on the Indian upper crust 
gapore has placed healthcare tourism 
right next to education, tourism and patients after Malaysians, who came in | bai's Jaslok Hospital warns: "It should 
biotechnology as businesses of the fu- for such an expensive and critical oper- | be monitored to ensure that it does not 
ture. SingaporeMedicine, a state initia- | ation as living donor liver transplants. become a sophisticated route for traf- 
tive started last year to promote Singa- | The reason: a long waiting list for ca- ficking organs." M. Rajasekar, hepato- 
pore as a healthcare destination, is daver (dead) donors back home. biliary surgeon at Delhi's Indraprastha 
now looking at countries in the region — | The other reason is that Singapore Apollo, adds that "live donation (from 
like India to attract patients. | does not insist on the donor being fam- | unrelated donors) is frowned upon by 

But matching Thailand, or even In- ily so long as some kind of 'emotional' the international community." 

dia on cost would be tough. So it’s eye- | bond is established. Singapore does In any case, the numbers are still 
ing an attractive and uncluttered niche have checks and balances to ensure small; seven of a total of 33 such 
— affluent Indians who travel to the there is no coercion or financial gainto | transplants at Gleneagles were done 
West for complex surgeries. "Many In- | the donor, say its doctors. But Sanjay on Indians. Of these, just two were 
dian patients choose to go to the US . Nagral, hepatobiliary surgeon at Mum- | from unrelated donors. And growth in 
and the UK for organ transplants, and ^? a TUA NS 
vies rien e ubi are The comp arative costs | 
available in Singapore as well, andata TREATMENT UK | 
Lu —* Fes ne — — Living donor liver transplant (adult) 258,000* 
comparative costs’) Besides the quality Breast lump removal 3,750-6,000 
of surgery, these hospitals tout strong 5.700-7.500 
support services and a great ambience. Haemorrhoidectomy io Ses 
These factors, they claim, impactre- — Total knee replacement 26,550-30,000 
wala Ac ndi nao ; *Not fixed, does not include hospitalisation *30-day hospitalisation, fixed price package | 
aia were tu second largest group of $|^ "aues ^ Singapore dotem; SEA = RE 27: IVA. Source: Parkway group estimates | 
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nounced the unexpectedly high cut-off 
yield, finance secretary D.C. Gupta said: 
“We are in favour of benign interest 
rates. Any hike in rates will hamper 
growth.” Earlier, both the prime minis- 


ter and the finance minister have tried | 


to talk down interest rates. 

Some analysts believe that Manmo- 
han Singh (with the then RBI governor 
C. Rangarajan) still has unpleasant 
memories of his 1995 move to hike in- 





terest rates sharply to quell rampant | 


double-digit inflation. He succeeded in 
what he set out to do, but sky-high bor- 
rowing costs pushed industry into a re- 
cession lasting years. 


That is, perhaps, why the finance | 


ministry wants to protect the industrial 
recovery, and especially the fragile re- 
vival in investments. We'll soon know 


which view carries the day: RBI gover- | 


nor Y.V. Reddy is expected to announce 
his new monetary policy on 26 October. 
Stay tuned. 

NIRANJAN RAJADHYAKSHA 


—— 


the numbers is likely to be limited. 
The entire procedure including hospi- 
tal stay for a month costs over Rs 70 
lakh in Singapore. In India, it would 
cost about Rs 25 lakh. Doctors here 
say that India has the technology 
and expertise for such operations, 
but lack of awareness and late refer- 
rals are a major constraint. 
Meanwhile, there's another mar- 
ket emerging for the hospitals in Sin- 
gapore, that of patients who do not 
require hospital stay. According to 
Cherenjit Kumar Shori, a senior exec- 
utive at the Parkway group (which 
owns Gleneagles), since 2003 the 
number of Indian visitors for outpa- 
tient services has jumped to about 
50 a month from 2-3, when he be- 
gan marketing Parkway in India. The 
number of patients who opt for 
surgery is merely about 10 a month. 
Yet, in this game, Singapore is far 
behind a cheaper Thailand. It plays 
host to 200,000 foreign patients 
each year, mostly from Indonesia 
and Malaysia, while a Thai hospital 
saw more than 300,000 foreign pa- 
tients, including expats, last year. BN 
GAURI KAMATH 
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FDI-Fll FUNGIBILITY 


There are spanners 
in the works 


HE finance minister, P 

Chidambaram, was recently 

quoted as saying that he was 
increasingly convinced that the sub- 
ceilings for foreign direct investment 
(FDI) and foreign institutional 
investment (FIT) might no longer be 
relevant. "If a cap exists, it should be 





fungible for both FDI and FIL I will take | 


a look at this issue when I get home,” 
he said during his trip to New York. 
The minister has his task cut out. It 
involves allowing FII investment in 
print media up to 26 per cent, allowing 
24 per cent FDI in retail trading, in- 
creasing FDI limit in direct-to-home 





be allowed (with no representation for 
Fils on the boards of these banks). This 


_ is against the idea of making FDI and 


FII investment fungible. The original 
thinking on foreign investment had 
been that the FII limit is exclusive of 
the FDI limit; that direct investment 
should be delinked from portfolio 
investment. In practice this idea has a 
weakness, as investors could use the 
FII route to increase holdings, thus 
reducing the level of transparency. And 
the government is also not hung up 


, about the old philosophy. Earlier this 


year, it announced the combined limit 
in case of private sector banks to be 74 


(DTH) services to 49 percentandinter- | percent. But the RBI is sitting on it and 


restrial broadcasting 
FM to 20 per cent. 
This if he takes care 
ofthe statutory 
caps, which are of 
three types: separate 


caps on FDI and FII 

(e.g., DTH-broad- Print media 
casting has a com- | 
posite ceiling with a Retail trading 


sub-ceiling for FDI 
at 20 percent), ban 


on FDI with a cap on T 


| FII (eg. terrestrial 





broadcasting FM), and ban on FII with 
a cap on FDI (e.g. print media). 

Further, the FM will have to take 
care of other roadblocks. The FII limit is 
24 per cent and can be raised to the FDI 
limit in each sector subject to special 
procedures. The special procedure re- 
quires approval by the board of direc- 
tors and a special resolution by the gen- 
eral body of a company. In order to 
make FII investment fungible, this spe- 
cial procedure, too, would have to go. 

But the government will have to 
make up its mind. Take public sector 
banks. Currently the composite cap is 
20 per cent. The Ashok Lahiri 
committee on Liberalisation of Foreign 
Institutional Investment recommends 
that FII investment up to 20 per cent 
over and above the existing cap should 
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Direct-to-hon 


Lottery gamb l 


The fuzzy areas 


FDI LIMIT (%) FI LIMIT (%) 





#Combined Fil & FDI limit 


has not yet notified the same. With the 
second draft policy on bank ownership 
expected, things are likely to become 
clear only at the time of credit policy. 

It is time the government made up 
its mind. Go ahead, make FDI and FII 
fungible. The overall limits can take 
care of concerns related to the strategic 
sectors. As far as issue of management 
control is concerned, the government 


| can specify how much a single entity 





can invest in a company in a specific 


| sector. For example, an FII cannot hold 


more than 10 per cent in an individual 
bank and the RBI has proposed the 


, same 10 per cent restriction in case of 


an individual investor — foreign or 
domestic. It's time the FM decided on 
these limits too! LI 


ASHISH AGGARWAL 


THE POSCO-BHP PROJECT 


What lies beneath 


OR the $8-billion integrated steel 
F project that the Posco-BHP Billi- 
ton combine has proposed in 
Orissa, more seems to lie under the 


' i ground than over it. After the combine 


indicated that Brazil, which is offering 
access to a deep-draft port and abun- 
dant iron ore, may be a better location 
for its new plant, the state administra- 
tion has hit the panic button. 

“We will do our damnedest to keep 


—. the project,” saysa senior Orissa bureau- 


crat. So the state has now offered Posco 
the option of investing in the Dhamra 
port, which, after its development, will 
be able to berth Cape-sized vessels. 

The nub, however, lies elsewhere. 
Posco and mining giant BHP Billiton, 
which plan to put up a capacity of only 
3 million tonnes per annum (mtpa) in 
the first phase, reportedly want the min- 


BLOCK BY BLOCK 


Coke & power piant 


30-mtpa mining project 


Dhamra port 





**3 mtpa initially *Figures in $ bn 


ing lease for the whole capacity from the 
start. Observers point out that the excess 
ore can then be shipped out without any 
value addition — just the kind of practice 
Orissa has tried to address with its new 
mining policy. A Posco official confirms 
that that's where the dilemma lies: "The 
biggest obstacle now is iron ore." 

The Orissa government, for now, is 
playing down the fracas. "First, they 
have to decide where the plant will be 
located. Their whole team is here look- 
ing at the options, "says the bureaucrat 
from Bhubaneswar. 

Meanwhile, the matter has moved to 
the rarefied echelons of Delhi. In his re- 
cent trip, Korean president Roh Moo- 
Hyun discussed the project with Man- 
mohan Singh. Will that help matters? 
Watch this space. LA 
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RUDE oil prices have already 

crossed $54 for a barrel. How 
much higher can they go? In its 
latest Oil Market Report, the 
International Energy Agency (IEA), 
an intergovernmental body 
promoting economic growth 
through energy policy cooperation, 
says that prices will eventually 
taper off as high oil prices choke 
global growth. 

But that's only in the future. 
Demand will continue to be strong 
for some time. The forecasted 
demand for oil in 2004 is 82.16 
million barrels a day (mbd), while it 
will be 83.92 mbd in 2005. There 
will, however, be a slight slowdown 
in terms of annual increase in 
demand: 2.52 mbd in 2004 and 
1.77 mbd in 2005. Yet, compare 
this with the modest growth rates 
seen in earlier years: 0.68 mbd in 
2001, 0.61 mbd in 2002 and 1.72 
mbd in 2003. 

Meanwhile, supply of crude oil 
too is expected to respond to 
higher prices. But taken together, 
the IEA's analysis suggests that we 
can expect oil prices to remain on 
the higher side for many more 
months in the future. It's not only 
wild hedge funds that are pushing 
up oil prices — there are more 
fundamental factors at play. 


es 


UOYANT demand from China 

and India has been one reason 
why oil prices have climbed this 
year. Demand in China seems to be 
slowing sharply as a result of the 
attempts by its government to cool 
down the economy. Sales of cars, 
for example, have stagnated, and 
industrial demand, too, could be 
lower than expected. 

Indian demand is also slowing 














| 


by Niranjan Rajadhyaksha 





9.6 per cent in May. Of course, part 
of this can be explained by the fact 
that the growth in March and April 
was from a very low base; oil 
demand had actually fallen in these 
months in 2003. 

And there’s something more: 


| “Recent delivery data also seem to 
. have partially inflated by a build-up 
| in refiners’ product stockholdings, 


in connection with the country's 


| plan to build a strategic petroleum 


reserve," says the IEA. Interesting! 
es 


SSET bubbles have been 

ridiculed ever since the tech 
bubble was pricked in 2001. And 
economists and policy-makers still 
fret about the housing bubble that 


| is now threatening the rich 


countries. It is well known that 
asset bubbles harm the economy. 
But does nothing good come out of 


| them? Jason Potts, an economist 


and complexity theorist at the 
University of Queensland, has 
recently written an article arguing 
that something good can also come 
out of asset bubbles. "That 
something so coincident with times 


_ of great economic imagination and 
_ wealth creation could perpetually 


remain maligned should trouble the 
thinking person, economist or 
otherwise,” he says. Bubbles, says 
Potts, are good because they 
promote variety and 


| experimentation in an economy. 


Liquidity and enterprise get 
concentrated in an asset class, 
thus lowering the cost of structural 
change and market discovery. 
Potts also tries to distinguish 
between real bubbles (which arise 
because of market forces) and 


_ those that result from bad policy. It 


is the first category he supports. 


down, says the IEA. Demand growth His thesis is interesting. Can 


in June was a modest 1.9 per cent, 
compared to 11.3 per cent in 
March, 15.6 per cent in April and 


-——— e © 
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| anyone seriously say that nothing 


good came out of the tech bubble 
of the 1990s? E 
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POLITICS 


Putting home in order 


Shivraj Patil’s dismal report card has placed him squarely in the line of fire 


ONGRESS presi- 
dent Sonia Gan- 
dhi had chosen 
Shivraj Patil over 
two more senior 
contenders, Pranab Mukher- 
jee and Arjun Singh, for the job 
of the country’s home minis- 
ter. Little could she have imag- 
ined that within a few months 
she would be forced to ques- 
tion the wisdom of her choice. 

Today, with the death toll 
from terrorist attacks in Assam 
and Nagaland reaching 72, 
Manipur continuing to sim- 
mer in the wake of protests 
against the Armed Forces Spe- 
cial Powers Act, and the Kash- 
mir talks virtually dead be- 
cause no group wants to talk to 
Patil, Sonia is battling to keep 
her home minister afloat. 

The situation almost 
reached a flashpoint this week 
on the eve of the UPA-Left co- 
ordination committee meet- 
ing, when Left leaders threat- 
ened to make an issue of the 
worsening security situation 
in the North-east. In a swift fire-fighting 
operation, Sonia asked Patil to cancel 
his planned visit to Kashmir and stay 
back to defend his performance. 

Realising that his job was on the line, 
Patil came well prepared for the meet- 
ing. He reeled off facts and figures to 
convince the Left that he had the situa- 
tion well under control. It's not clear 
whether the Left leaders were reassured, 
but with polling in Maharashtra due the 
next day, they decided not to rock the 
boat by cornering the home minister, 
who hails from that state. 

But Congress sources maintain that 
the crisis is not over yet. Pressure is 
mounting from within the party for a 
change of guard in North Block. The 
more politically astute leaders sense the 
danger in letting the security situation 
go out of hand, mainly because it would 





Shivraj Patil has a lot to explain. But who is listening? 


scious of her vulnerability to 
the BJP on the issue of na- 
tional security. And she has 
moved swiftly to do some 
damage control. Last month, 
in a well-publicised effort, she 
summoned Patil to 10 Janpath 
and gave him a pep talk. 
Among other things, the UPA 
boss is believed to have 
stressed the importance of 
media management in a po- 
litically sensitive department 
like the home ministry. 

Since then, Patil has tried 
to improve his media rela- 
tions, but unlike his predeces- 
sor, L.K. Advani, he is clearly 
uncomfortable with the me- 
dia around. One of his first de- 
cisions when he took charge 
was to discontinue Advani's 
practice of regular informal 
meetings with the press. He 
also stopped using the press- 
room next to his office. Now, 

. inadesperate bid to save his 
job, he has started meeting 
correspondents more regu- 
larly and even told them at his 


give the BJP a handletojump backonto | first informal press conference that he 


its favourite plank — national security. 

The Congress has been fortunate 
that the main opposition party has been 
so far engaged into its own internal bat- 
tles and its troubles with its ally, the Shiv 
Sena, in Maharashtra. But another big 
terrorist strike in the North-east could 
bring the BJP right back into 
agitation mode. 

It's a big dilemma for Sonia. She is 
extremely reluctant to shift Patil. She 
shares a good rapport with him. His loy- 
alty is unquestioned. And he is not 
strong enough a leader to pose a chal- 
lenge to Prime Minister Manmohan 
Singh, something that a more politically 
savvy leader could do as the home min- 
ister, traditionally regarded as the num- 
ber two slot in the government. 

At the same time, she is acutely con- 
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looked forward to frequent interactions 
with them. 

Simultaneously, internal security 
advisor in the prime minister's office 
(PMO), M.K. Narayanan, has been given 
charge of the North-east and Kashmir. 
His brief is to monitor the situation on a 
daily basis and advise the home min- 
istry. The PMO, however, has stopped 
short of taking back these two beats 
from the home ministry. 

While Sonia is clearly trying to shore 
up her home minister, sources in the 
Congress circles feel that pressure to 
change him will continue to mount. For 
the moment, everything is on hold till 
the outcome of the Maharashtra polls is 
known. Sonia will plan the next stage of 
her political strategy only then. Lu 
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CELLULAR TELEPHONY 
Patchy growth 


EPTEMBER 2004 saw a net 
addition of 1.57 million to 
the wireless subscriber 
base in the country. Yet, there is a 
concern that such a rate of growth 
won't be good enough for the in- 
dustry to meet its target of 100 
million subscribers by December 
2005. Most of this growth seems 
to gave gone to Bharat Sanchar 
Nigam (BSNL) that has increased 
its marketshare by a whole per- 
centage point to 22 per cent. The 
number of 100 million is intrinsi- 
cally linked to the country’s image 
of the fastest growing wireless 
market in the world. 
Besides, the subscriber 
numbers this month have 
shown some interesting 
* market blips. For the first 
UE time in two years, BPL 
Mobile has got a higher 
share of net additions in 
Mumbai than its com- 
petitor Hutchison-Essar 
4 and claims to have re- 
. gained some of the 
. market share. It is now 
that their one-second 
billing has struck a 






Two, Aircel numbers seem to 
be galloping above the industry av- 
erage. The company, whose im- 
pending sellout to Hutch seems to 
be in some trouble, has grown by 
6.55 per cent this month as 
compared to the national average 
of 4.81 per cent. Aircel's growth 
has been next only to BSNL's at 
9.53 per cent. However, Hutchison 
International initial public offer 
document states that Aircel's 
numbers might change after the 
due diligence is done, since the 
definition of subscribers differs for 
the two operators. LY 
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CIVIL AVIATION 


Lease-in to tide IA 
over till end-2005 


N the absence of any progress on 


its fleet acquisition plan, Indian | 


Airlines (IA) is planning to lease in 

11 Airbus 319 aircraft to replace 

the Boeing 737-200 aeroplanes that are 

used by its subsidiary Alliance Air. 

Union civil aviation minister Praful 

Patel had promised to clear IAS 

Rs 10,800-crore fleet acquisition plan by 

December, but it is still stuck at pre-Pro- 
ject Investment Board (PIB) stage. 

Air-India (AI) has also sought per- 








mission to lease in three Boeing 777 and | 


six Airbus 330 aircraft. The Boeings are 
to be leased in from Bristol, US; three of 
the Airbuses from Gecas, and three from 
CIT Aerospace, UK. 

In the case of AI, the original fleet 
proposal was to buy 28 aircraft —- 10 








Airbus 340s and 18 Boeing 737-800s — | 


over five years at a cost of Rs 10,000 
crore. On Patel's orders, a fresh purchase 
plan is expected to be finalised by the 
end of November. Meanwhile, AI is leas- 
ing in aircraft to continue its aggressive 
expansion. It has already dry leased 11 
A310s and six B747-400s, and has adver- 


Can Praful Patel make the carriers flying fit? 
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tised for 20 more planes. 

IA sources said that it has now be- 
come imperative to lease in the A319s 
as a third of its fleet is very old and al- 
most obsolete. All the A300s are over 21 
years old. The 11 B737s are over 20 years 
old. The average age of even the rela- 
tively new A320s is 10.7 years (ranging 
between 7.3 and 12.8 years). 

[A's main rival Jet Airways operates a 
fleet of 33 classic and next-generation 
Boeing 737-400/700/800/900 aircraft 
and eight modern ATR 72-500 turbo- 
prop aircraft. With an average age of 
around four years, the airline has one of 


_ the youngest fleets in the world. 


In general, airlines spend 10-15 per 
cent of their revenues on fuel. In IAs 
case this is over 20 per cent as its aircraft 
are old. What's more, maintenance 
costs are close to 15-18 per cent of total 
revenue against an industry norm of 
around 4-12 per cent, and 6 per cent for 
an average carrier in the US. That's not 
all. Passengers avoid older aircraft as 
they feel newer planes are safer. After 
the Patna crash in July 2000, LA’s market 
share dropped sharply to around 
44 per cent. 

Both IA and AI sources say 
they do not expect either fleet 
purchase plan to be cleared be- 
fore the end of 2005. 

In normal course of things, 
the airline's proposal will be ex- 
amined by the civil aviation min- 
istry and sent to the Planning 
Commission, which would ex- 
amine the plan in detail. The PIB 
would then get into the act and 
study the project in detail and 
start negotiations with the air- 
craft manufacturers. After the 
PIB clears it, the proposal would 
be put forward to the Cabinet 
Committee on Economic Affairs 
(CCEA ), where it would be exam- 
ined by various ministries like fi- 
nance before the Cabinet gives its 
final clearance. "n 
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HE Nobel Prize 

for economics 

has been awar- 
ded to 
(L) and 

for their work in two 

areas — real business cy- 
cle models and the con- 
cept of time inconsistency. 
The first is an idea that 
wentoutoffashion when  $ 
the contribution of agricul- § 
ture to GDP fell. 

Say, an economy is com- £ 
pletely dependent on fishing. € 
A week-long storm makes it 
impossible for the boats to leave the 
harbour. The GDP of this fishing econ- 
omy will collapse. When the sun comes 
out again, the economy booms. 

Capex adds complications. (Fisher- 
men make nets during the storm, but 
do not finish them by the time the sun 
isout. The recession continues.) These 
are natural' shocks to the economy. 
And governments and central banks 
can do little about it. Prescott & Kydland 





show that economk 
swings are caused b 
random shocks. The 
also trv to show that the 
economy responds opti 
mallv to the real busines 
cycle, sometimes throug! 
recessions 
Idea number two: time 
inconsistency. Say, a go 
ernment gives incentives to 


drug companies for AIDS 





| d, drug research. One makes 

i VA breakthrough and hopes ti 
earn large profits, But the go 
ernment goes back on its 
words and forces it to sell cheap. That li 
create bigger problems: drug comp: 
nies won't believe the government an 


more. New drug research will be hit. 5o 


The state 
and the 
economy 


policies have to be consistent. But 
Prescott adds that in some cases chan 
ges in the external environment force 
changes in policy. The solution: have a 
legal and institutional system that 


based on strong and clear rule: 


American polices, 
propaganda, 


presidency, 
A global perspective, 
CNN. 









Y nt comes in yh forms. 
^d » 


| rush of emotion, 


" 
a strong silence, a hush, an ovation. 
k | A 
l | The funny thing about it is, 
^ that while it may take a lifetime to earn, 
, it's lost in a blink. 
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OPTIC FIBRE LANDING STATION 


Shot in the 
arm for IT 
in East 


HIS is what happens when you have a 
friendly government at the Centre: you 
can expect it to consider your wishlist. In 
what could be a significant development 
for West Bengal's IT hopes, Dayanidhi Maran, the 
cabinet minister for communications and IT, has 
asked Bharat Sanchar Nigam (BSNL) to look into 
the possibilities of locating an optic fibre cable landing station 


India's ILD cable 
connectivity 


at Haldia in West Bengal. This marks a culmination of the 


states repeated missives to the Centre for a landing station in 
the eastern part of the country, especially Haldia. This will be 
good news to all those players like Wipro, TCS and HSBC, who 
are looking to expand in the state and who would benefit di- 


 rectly from the lower bandwidth costs. In fact, Wipro's Azim 


Premji and TCS's S. Ramadorai have been personally working 
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| with the West Bengal government to this end. 


A submarine landing station at Haldia is expected to cut 
connectivity costs by 10 per cent to 30 percent. This holds true 
despite the fact that BSNL has started deploying Dense Wave- 
length Division Multiplexing Systems (DWDM) between 
landing stations and cities in eastern India. DWDM is a tech- 
nique that works by combining and transmitting multiple sig- 
nals simultaneously at different wavelengths on the same fi- 
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CREDIT CARDS 


The bets are on telecom 


the credit card business are looking at a customer 

base of 1 million and above. As part of the next ramp- 
up the industry is betting on utility bill payments — telecom 
in particular, which has seen a phenomenal growth in GSM 
and CDMA subscribers. 

Citibank recently tied up with Hutch. “ICICI Bank has 
notched up 70,000 customers from its co-branding with BPL 
mobile two years ago. More importantly, each of these 
customers moved to paying their mobile bills through credit 
card,” says V. Vaidyanathan, head of ICICI Bank's retail 
business. Cashing in on that success, the bank has launched 


F OR the first time in the country, quite a few players in 


. the country’s first multi-brand card with 


Airtel recently. Reliance Infocomm, which 
has around 8 million CDMA subscribers is 
up for grabs. “Right now every issuer is Name 
talking to every telecom player,” says 
Pralay Mondal, head of credit card 
business, HDFC bank. 

The alliance with telecom players gives 
banks access to the former's customer 
database to market their products. And 
unlike co-branding with retail chains, the 
telecom tie-ups straightaway boost 
spending per card as the telephone bills 


have a fixed recurring cycle and can beofa _* !" mion 


Top of the card 





Source: Banks, indusiry 


sizeable amount. The average credit card spend currently is 
Rs 16,000-17,000 per annum, and this can go up 
significantly if the telecom bills are loaded on to the credit 
cards. According to Cellular Operator Association of India, 
the average billing works out to around Rs 5,000 per annum. 

For the telecom player, the entire process and cost of 
sending bills and collecting payments get shifted to the card 
issuer. All the telecom player has to do is provide its credit 
card partner with a list of subscribers and the amounts they 
have to pay. More importantly, if a customer does not pay, 
the card issuer bears the risk while the telephone operator 
gets prompt payment. 

For the customer, it means a free 
credit period plus extra reward points for 
using credit card. This can translate into 
discount of up to 2.5 per cent that can be 
redeemed for petrol. Depending upon 
the negotiations, the card issuer and 
telecom player can agree to share the cost 
of reward points. Credit cards also allow 
one to pay one’s telecom bill in parts, 
albeit with interest. This is an attractive 
proposition for those subscribers who get 
hefty phone bills. Further, the customer is 
spared one extra bill. 

According to T.R. Ramachandran, 


Total Cards* 
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bre. That allows multiple video, audio and data channels to be 
transmitted over one fibre while maintaining system perfor- 
mance. However, connectivity is always easier and cheaper if 
the business is close to the landing station. Kolkata in these 
terms is still a 'class C' city, which means it is 500 km away 
from a landing station. So, as compared to Mumbai, telecom 
costs would be two to three times higher. A landing station at 
Haldia will also be seen as a growth driver for the north-east- 
ern states in the country. 

Kolkata offers about 580 mbps international satellite con- 
nectivity through VSNL and STPI (Software Technology Park 
of India). Two earth stations have also been commissioned at 
Kharagpur and Durgapur and cable connectivity is provided 
through BSNL lease lines from Mumbai. However, onward 
connectivity through submarine cable is only available from 
VSNL's Mumbai landing station and Bharti's landing station in 
Chennai. Before, there was talk that Reliance, along with Flag, 
would take up a submarine landing station at Haldia but 
nothing seemed forthcoming. The proposal for a landing sta- 
tion at Haldia was mooted during the NDA government, but 
couldn't make much headway. Now, with a ‘friendly’ UPA gov- 
ernment in Delhi, the Left Front government in the state lost 
no time in tabling the same proposal. If the project comes 
through after the requisite techno-economic studies, the Left 
in West Bengal can prove that it can sometimes be right. E 
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Total cards (approx.): 

Visa cards as on 30 June 2004: 6.5 million 
Market growth: 30 - cent 
Avg. card spend: 

Avg. spend as % of annual income: 

Avg. breakeven time for business: 3-4 years 


Avg. recovery time of acquisition cost: 12-14 months 





business manager (cards), Citibank: “The credit cards spend 
in India is just about half a per cent of the annual income. 
This can go up to 2-3 per cent". The tie-up between oil 
companies and credit card players have been a great 
success. According to ICICI's Vaidyanathan, customers on 
co-branded oil cards spend on an average 30 per cent more 
than they do on regular cards. At present, the top spend 
categories amongst Indian credit card issuers are apparel, 
fuel, jewellery, durables and hotel. Total number of credit 
cards in the country have risen to about 12 million from 
about 7 million a couple of years back, according to 
industry sources. Although, many have acquired more than 
one card, the bigger share of the growth has come from the 
new customers, informs Vaidyanathan. Clearly, telecom 
offers a million opportunities. ie 
ASHISH AGGARWAL 
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PATNI COMPUTERS 


No plan to 
‘tuck-in’ Cymbal 


HEMANT MISHRA 





ATNI Computer's acquisition 
p of Fremont, US-based Cym- 

bal Corp. for $68 million (Rs 
312 crore) marks a departure from 
recent acquisitions by Indian IT ser- 
vices companies abroad. Till now, 
even larger players like Wipro and 
Infosys have stuck to ‘tuck-in’ 
deals, which make people and 

Wipro acquired Massachu- 
setts-based Nervewire in April 
2003 for $18.7 million. Infosys 
made only one acquisition last year 
— Australian firm Expert Informa- 
tion Services — for Rs 66 crore. 
Both were all-cash deals. 

"Most of the deals done by IT 
services companies have so far 
kept with the 'tuck-in' strategy, 
where the target is small enough to 
be absorbed easily. Most large 
deals fall through as people and 
clients invariably leave after the 
lock-in period expires," says an in- 
vestment banking source. 

Patni chief N.K. Patni was not 
available for comment on the buy- 
out, the largest cross-border deal 
by an Indian IT company yet. His 
company had a Rs 430-crore pile 
since its IPO in February. It had 
closed fiscal 2003 with $250 mil- 
lion in revenues. It has done 
smaller acquisitions in the past to 
acquire new capabilities — US- 
based Reference, which spe- 
cialises in portfolio analysis and fu- 
tures trading, for $7.5 million. E 





N terms of size, scope or sheer au- 

dacity, few outsourcing deals can 

compare with the recent contract 

bagged by the Chennai-based Bah- 
wan CyberTek from Petroleum Devel- 
opment Oman (PDO). A bulk of the IT- 
related work for the project will be done 
at Bahwan's Chennai centre. 

The size of the project is about $500 
million spread over five years. The scope 
is huge, too. It covers the complete inter- 
nal logistics requirements of the 12,000 
oil wells managed by PDO, Omans 
largest oil producer, which accounts for 
40 per cent of the country's GDP. But it is 
the audacity of the win that makes this 
project unique. Bahwan CyberTek, a 
Rs 100-crore IT services firm, has 
bagged what is essentially a hardcore lo- 
gistics contract, the first time a pure- 
play IT firm has ventured into cargo 


haulage. But IT systems, including an i2 | 


Technologies transportation manage- 
ment software, are expected to aid the 
project implementation significantly. 
Bahwan CyberTek CEO S. Durga- 
prasad describes this as a fourth-party 
logistics contract, a nascent business pi- 





BAHWAN CYBERTEK 


Dining 
for cash 


oneered by Accenture (which has also 
estimated the business potential to be 
about $350 billion). The company has 
roped in the services of a partner in Tib- 
bett & Britten, a $12-billion logistics 
consultancy. The two firms have setup a 
51:49 joint venture company, Bahwan 
Tibett & Britten, to execute this contract. 
Under the deal, Bahwan CyberTek and 











DATA SECURITY 


Laws in demand 








SUBHRASISH SINHA RAY 


that companies can access to check em- 
ployee backgrounds. Bank of America 
needed this, but eventually did its own 
screening of its 500 staff at the Hyder- 
abad BPO facility it set up recently. All 
this makes information security more 
difficult to manage in India. 

Lastweek, Nasscom and the IT Asso- 
ciation of America (ITAA) focused on 
the issue and signed a Delhi Declaration 
on Cyber Security seeking to create a 
joint framework to tackle information 

security problems. Will it work? 


HAT India does not — ITAAS Miller Says Harris N. Miller, presi- 

have an informa- İS a prime dent, ITAA: "It's a step to address 

tion security law mover for security gaps. The banking, in- 

poses its own prob- information surance, healthcare industry in 
security 


lems to companies which off- 
shore work to India. They don't know 
how secure their information will be. 
And it's not too comforting for them to 
know that there are a mere 2,500 IT se- 
curity specialists in India. Add to that 


the fact that there is no central database : 
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the US is very nervous on the ex- 
tent of information going out. Recently, 
audits of IT systems have increased in 
the US. In the past these were restricted 
to checking some boxes at the data 
warehouse or the server room, but now 
auditors want complete details of where 








Tibett & Britten will provide a transport 
management solution for PDO's mater- 
ial requirements, ranging from the dis- 
tribution of catering supplies to moving 
complete oil drilling rigs. PDO, which 
has recently accelerated its exploration 








Moving house: A truck transports a 
mobile oil-rig office belonging to PDO 


the contract. About 50,000 general 
movements are expected every year, 
even thought the contract does not 
cover the movement of oil and gas. 

PDO, in which the Oman govern- 
mentand Royal Dutch/Shell hold 60 per 
cent and 34 per cent, respectively, spen- 
ds about $77 million a year on trans- 
portation. Under the deal, Bahwan Cy- 
berTek has been asked to bring this 
down to $55 million by year five, even 
though the scale of PDO' drilling opera- 
tions is likely to see a three-fold rise dur- 
ing that period. CyberTek will get a spe- 
cial incentive if it makes this target. Else, 
it will have to do with a fixed manage- 
ment fee. Durgaprasad expects a mar- 
gin of 10-15 per cent in the deal. 

The project was conceived three 
years ago when oil prices had plunged 
to $10 per barrel and PDO's oil produc- 
tion was also declining. Since then the 


activity, expects to move atleast onerig | barrel has climbed to over $50, but the 
every day. Other cargo, includingequip- | cost savings would still be welcome. Wi 


ment, food, water and fuel, come under | 


the information is.” 
It's not that security breaches do not 
happen in the US, but the financial im- 


pact of data theft on companies is enor- | 


mous and can go up to $1 million. And 


that worries companies there. US regu- | 


lations like HIPPA Security for health- 
care, Gramm-Leach-Bliley for financial 
institutions and Sarbanes-Oxley for all 
listed companies call for strict audit, ac- 









with standards like BS7799 





companies offshoring work 


5 per cent and 15 per cent 


being followed here 






cover criminal action against violators 


sionals in India 








IS IT SECURE ENOUGH? 


Indian companies primarily rely on compliance 









Service level agreements cover relevant laws of 





Spending on security systems ranges between 





Premiums paid by Indian BPO companies to 
insure against security breaches have fallen in 
past two years, indicating robust practices 










IT Act 2000 has provisions on data security and 
Cyber crimes but needs to be strengthened to 





There are just 2,500 IT security trained profes- 






M. ANAND 





cess, data and integrity controls for US 
companies anywhere in the world. 

Says Jerry Rao, chairman, Nasscom: 
"Basic legislation like the IT Act and E- 
commerce Act are excellent. The indus- 
try works with private contracts be- 
tween the customer and vendor. But 
there are problems in cases of individu- 
als violating norms and misusing infor- 
mation. We need better enforcement to 
bring cyber criminals to book." 

The joint declaration in it- 
self is unlikely to ensure that 
systems are safe. Companies 
need to hire trained IT security 
professionals for IT security 
jobs and go for international 
security and quality standards. 

The back office industry al- 
ready employs over 250,000 
professionals. As Indian cen- 
tres seek to graduate from low- 
end, call-centre type activities 
to critical decision making 
tasks in the BPO space, the lack 
of information privacy and 
data security provisions could 
play spoilsport. * 

SHELLEY SINGH 
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VIDEOCON INTERNATIONAL 
Fast and furious 


HE Videocon juggernaut is 
TT ire ot cng 

many a consumer durable 
brand on its way. After licensing 
Toshiba, Sansui, Akai and, recent- 
ly, Hyundai in the Indian durables 
market, the Rs 3,600-crore com- 
pany is set to announce its strate- 
gic alliance with the $4.07-billion 
York Intemational, which provides 


end by tying up with the likes of 
Daehung Electronics and Teravi- 
sion Corp to manufacture capaci- 
tors and tact switches in India. I 
NANDINI VAISH 


— — — 


TATA TELESERVICES 
What's brewing? 

NDIA'S mobile phone user base 
| coe 

service provider Tata Teleser- 
vices is losing customers. From 
7.18 lakh subscribers on 31 July, 
its base has shrunk by 27,850 to 
6.90 lakh on 30 September. It lost 
19,770 subscribers in August and 
8,080 in September. 

Telecom industry sources say 
one of the reasons for the slide is 
the limited coverage Tata Tele of- 
fers. Second, its recently launched 
pre-paid service, True Paid, has not 
caught on. But the biggest reason 
seems to be that Indicom has, re- 
portedly, disconnected lots of sub- 
scribers with unpaid bills. A clean- 
up before the next round of 
aggression? LI 

ANUP JAYARAM 





Google 


Swing through India 





OPEN, accessible, and informal is how | 


Google described itself in a letter to share- 
holders this year. But the first visit of 
Sergey Brin and Larry Page, the thirty- 
something founders of Google, to India 
was very hush-hush. Brin and Page, 
combined net worth $8 billion and in In- 
dia to get a first-hand feel of the place, 
however, turned out to be quite affable. 
During their meeting with the media, 
they talked about a variety of issues. Mitu 
Jayashankar has the excerpts: 


ii On whether Google is working on an 

Internet browser: 

We have always maintained that our job 
Wockhardt-Biocon insulin 


We Biocon has not yet 


launched its product. Wockhardt's 
Wosulin has managed to get just a little 
over 2 per cent of the market in about 
à year since its launch, despite being 
the cheapest product in the market. 
Compare that with Novo Nordisk's 54 
per cent and Eli Lilly's 23 per cent 
marketshare, and it does seem 
Wockhardt has other problems than 





taking on Biocon's to-be-launched drug. - 
| learn that Adar's given address was the 


However, the public interest litiga- 


HAT is the big issue about the | 


is to enhance the browsing 
experience through our 
search engines. We feel that 
the current browsers do a 
good job, so why re-invent 
the wheel? Yes, we know 
there are rumours that we are working 
ona browser. When we launched Gmail, 
we registered about 30 names with G 
neumonics. Probably that gave an idea 
that we were working on a browser. 


© On whether most search engines will 

get into areas like voice or image search. 
Yes, we are working on some of that, but 
don't forget that there is still a lot that 


BIOCON-WOCKHARDT 
Drug war 


tion filed by the NGO, Adar Destitute 


, and Old Age Home, alleging that Bio- 


con's insulin was unsafe for human use 


_ Since patients had died while undergo- 


ing clinical trials, has opened a can of 
worms. When was the last time you 
heard about an old age home filing a 
suit against clinical trials of a drug? 
The mystery deepens when you 
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Larry Page (L) & 
Sergey Brin were 
in Bangalore to 
check out the 
India R&D centre 


needs to be done in text search. Text is 
still the predominant source of infor- 
mation (“You are all taking notes in 
text, ") and we are constantly working on 
improving that, specially with regard to 
the freshness of the search and ranking. 
Also, reading is about 2-3 times faster 
than listening to a voice, so we don't 
think we are done with text as yet. 


m On their Bangalore R&D centre: 

Our Bangalore centre will be a mirror 
image of our Mountain View centre, so 
employees here can look forward to the 
same openness and flexibility that they 
enjoy in our other offices. Our engineer- 
ing operation has a very flat hierarchy, 
our manager to engineer ratio is among 
the lowest in the industry. Workwise, our 
Bangalore centre will be more like our 
New York office, which is more focused 
on research. So we expect engineers in 
Bangalore to work on new research pro- 
jects. One of the projects we are looking 
into is translation of text in other lan- 
guages to English, so far most 
search engines can only look 
up text in English. We have 
people like Krishna who cre- 
ated Google News. (Krishna 





Bharat will head the 
Bangalore centre.) 
E E On reports that Microsoft is working 


on a search engine: 

Search has become a very big commer- 
cial area. Searching is as ubiquitous as 
brushing your teeth right now. So, obvi- 
ously that is going to attract the atten- 
tion of other players. And we welcome 
the entry of other good technology 
companies, it will benefit the users. WA 


_ same as that of Wockhardt Hospitals’ 


vice-president (business development) 
Col. LJ.S. Gill. So, either he had a hand 
in the filing, or it was important to some- 
one somewhere that a Wockhardt con- 


_ nection was made. 


The question, as in all whodunits, is 


| "Isitwhatit appears to be?', and, if not, 
_ "Who would have done it and why?'. And 


at the moment, there is no convincing 
answer available to any of these ques- 


| tions. Could Robin Cook have done bet- 
_ terthan this? & 


GINA S. KRISHNAN 
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Crompton Greaves touches our lives every day 


“Every day of the week, every week of the year, since 1937, Crompton 
Greaves has touched lives in many ways. Somewhere it provides pleasant 


breeze. Somewhere it helps pump water. Somewhere it lights up homes, | GG | Crom p ton 


offices and streets. Somewhere it regulates trains. Somewhere its critical 

equipment runs the core industry. Somewhere it helps the country grow i= -— Greaves | 
by exporting worldwide. Somewhere or the other Crompton Greaves EVERYDAY SOLUTIONS 
provides a solution" website : httpJ//www.cglonline.com 


Transformers - Switchgear · Power Quality - Motors & Alternators» Railway Signalling- Fans. Lights - Pumps. Telecom 
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The author is the founder 
of CERG Advisory that 
specialises in corporate 
consulting and economic 
advisory services. He can be 
reached at omkar. 
goswami@cergindia.com. 





Are we like 


EPENDING on when you read 
this piece, we will either be in the 
middle of the second India-Aus- 
tralia Test in Chennai, or the 
match will have come to an end, 


| As I write, the game is yet to begin, and nobody | 





knows the outcome. Of course, every commen- | 
tator will tell you that cricket is a game of "glori- _ 


ous uncertainties" and that it is possible, like 
the last time, for the Indian Phoenix to rise from 


the ashes to craft a great win. We would alllove | 


| thatto happen. But it seems unlikely, especially 


| 


Australia's 
triumph in 
Bangalore 
was of 
planning, 
execution 
and the 
will to 
dominate 
over the 
long haul 
versus 

our innate 
love for 
heroism 
and drama 











if the Aussies continue to conduct their cam- 
paign the way they did in Bangalore, and if our 
much advertised, multiple-endorsed willow 
wonders continue with their display of feckless 


| and inept Test match batting. 


That brings me to the first aspect of the Ban- 
galore test: the meticulous planning and execu- 


tion of the Australians. Everyone knows that the | 





Aussies badly want to win a Test series in India 
— something they haven't done since Bill Law- | 


rys time. This time, coach John Buchanan and 
his lads seem to have done their homework 
perfectly. The basics are simple enough. As far 


| as bowling goes, they have decided that on | 
. slow, low bounce Indian pitches, the best strat- 
| egy is not to waste time intimidating with | 


short-pitched stuff, and instead to bowl along 


the channel, give little width, throttle run scor- 


ing, and wait for batsmen to make mistakes. 
Basic cricket stuff, you might say, but the 
brilliance lay in its meticulous execution. Like a 


| well-oiled machine, McGrath bowled a beauti- 


ful line just outside off-stump, swinging them 
in and out in a perfectly controlled manner. 
Kasprowicz pegged away with perfect in- 
swingers and reverse swing. The mercurial Gil- 


| lespie never let himself go astray, and stuck to a 
| Clean line and length. Even Warne experimen- 


ted in a highly controlled fashion — giving far 
less air and width to the batsmen than he does. 

Aussie strategy number two was also basic 
cricket: bat responsibly; don't throw your 
wicket away; punish only the loose balls; keep 








the scoreboard ticking; and try to pile up a solid 
score that could give space to the bowlers. 
Again, thanks to a brilliant, almost perfect, dis- 
play of batting by Michael Clarke, some class 
aggression by Gilchrist, and backed up by the 
controlled play of Katich as well as Langer, they 
piled up a score of 474 in the first innings. 

Contrast their planning and batting with 
our wizards of the willow. Chopra gets out in 
four balls, trying to offer a pad without having 
got his eyes set in. After getting going, Sehwag 
coolly flicks Kasprowicz off his pads exactly to 
where Langer is standing in short mid-wicket. 
Hand-eye coordination, we are told, is the 
Nawab of Najafgarh's strong suite; pity it isn't 
backed up by brains. Yuvraj Singh happily gifts 
his wicket away to a lazy shot outside off-stump 
— and does it again with feeling in the second 
innings. There was nothingto the pitch as Patel, 
Pathan, Kumble and Harbhajan showed. We 
simply had a death wish to gift wickets away. 
And nothing can illustrate that more than the 
ridiculous run out that Ganguly gifted himself. 

Contrast the Aussie planning and execution 
with ours. What did we see before and in Ban- 
galore? A Board of Cricket Control that was dri- 
ven by in-fighting with one man wishing to be 
Emperor for Life. Players who hadn't played a 
Test since Pakistan and were rusty as nails. Bar- 
ring Harbhajan, Pathan and Kumble, some of 
the most hapless execution that one could 
think of. And a supposedly world famous bat- 
ting line collapsing like nine pins. 

It was the triumph of planning, execution, 
determination and the will to dominate over 
the long haul versus the South Asian love for 
drama. Systems, processes and teamwork 
comprehensively defeated occasional heroics. 
If you think about it, that's what we do almost 
always. We are an episodic people, who can 
perform feats of brilliance but rarely replicate 
top-class performance in a systematic manner 
year after year. Not surprisingly, the Bangalore 
Test made me think: Are we like that only? For 
the country's sake, I should hope not. sn 
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The extemal boundaries of India as depicted on the map are neither correct nor authentic 


Now you are free to roam all over India without worrying about how to withdraw cash or issue 
outstation cheques from your account. Union Bank presents Multi-City Cheque facility” at select 
CBS centres listed below. 


e Specially designed cheque book to customers of CBS branches. 

e Personalised cheque book to holders of MGSA and MGCA accounts. 

e At par payment of cheque across the 17 cities. 

e Available at CBS branches all over India. 

e All Current and Savings Bank account holders of CBS branches are eligible. 


Just goes to show that when you bank with us, you can bank on us. 
For more information on Multi-City Cheque facility, 
visit our nearest CBS branch today. 


e Mumbai e Delhi e Thiruvananthapuram e Ernakulam e Lucknow e Ahmedabad 
e Coimbatore e Bhopal e Indore e Bangalore e Chennai e Kolkata 
e Hyderabad e Pune e Bhubhaneshwar e Chandigarh e Nagpur 


"Union — — 


MULCIY 
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La 


CHEQUE 


www.unionbankofindia.com 
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* Conditions apply 


ahaa ðe aP sfsar E TED ^ Union Bank of India 
HEE NA, HET ID "FAN Good people to bank with 
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UJARAT'S co-operative 
banks are dying," says the for- 
mer chairman of one of the 
healthier ones, ruefully. And 
the death of the co-operative 
banks, in a state that is syn- 
onymous with the co-operative move- 
ment, is a grim harbinger of what's hap- 
pening across the country. 

Aslow decline is the depressing real- 
ity that many of Gujarat's 350-odd co- 
operative banks (called urban co-oper- 
ative banks or UCBs) are going through 
today. In March 2001, the Rs 2,100-crore 
Madhavpura Mercantile Co-operative 





Bank collapsed under the weight of 
Rs 1,200 crore of bad loans it made to | 


Ketan Parekh and his cronies at the 
height of the dotcom madness. As it 
went down, it threatened to take with it 
187 other UCBs that had deposited 
around Rs 800 crore in Madhavpura. 
Three vears and the collapse of 38 
banks (in Gujarat) later, there is still no 
sign of that money. And the list of banks 
that have either collapsed or are in trou- 
ble just gets longer — Visanagar, Charo- 
tar, Santram Co-operative, Genco... . 
"Around 60 more banks are in seri- 
ous trouble," says the chairman of one 
of the largest co-operative banks in the 
state. Since 2000, the Deposit Insurance 





i ud A wl . f 
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and Credit Guarantee Corporation 
(DICGC), which insures all deposits up 
to Rs 1 lakh, has paid out a total of Rs 819 
crore as deposit insurance across the 
country — almost all of it to depositors 
in co-operative banks. The figure is al- 
most 80 per cent of the total amount it 
has paid out as deposit insurance since 
its inception in 1962. 

After Madhavpuras collapse, the 
Gujarat government set up a revival 
fund which was supposed to raise 
Rs 800 crore from the state's co-opera- 
tive banking sector to pay off Mad- 
havpura's debts to other banks (Mad- 
havpura’s smaller depositors had been 
bailed out by DICGC at a cost of Rs 400 
crore). The fund was supposed to close 
two months ago. But by then, it had 
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Three years after 
the collapse of 
Madhavpura, 
Gujarat's 
co-operative 
banks are still 
on the brink. 

By Avinash 
Celestine 


raised only around Rs 330 crore. So the 
government has extended its term. 

Time is a luxury that these banks — 
many of them tiny, one-branch outfits 
in far-flung towns and villages of Gu- 
jarat and with a deposit base of a few 
crores of rupees — cannot afford. Be- 
cause there is another crucial ingredient 
thats in short supply: public confi- 
dence. Between 2001 and 2003, Gu- 
jarats depositors have withdrawn 
around Rs 1,446 crore (See ‘Then And 
Now’) from these banks. Although fig- 
ures for March 2004 are still being com- 
piled, R.S. Patel, vice-chairman of the 
Gujarat Urban Cooperative Banks Fed- 
eration (GUCBF), estimates that there 
has been another 4 per cent fall in the 
deposit base in 2003-04 (equivalent to 
about Rs 653 crore). Many commercial 
banks and companies now reportedly 
do not accept post-dated cheques 
drawn on co-operative banks in the 
state. This is a pattern repeated across 
the country — in states like Maharash- 
tra too (which has more co-operative 
banks than Gujarat), there has been a 
persistent fall in the deposit base of 
many co-operative banks. 

And while public confidence and 
money are in short supply in Gujarat, so 
are the ideas and will on the part of the 





| two institutions with the real ability to 
_ do anything about the problem — the 


state government and the Reserve Bank 
of India (RBI). 

And as these banks die one by one, 
Indias banking system will take a step 
backward. For Gujarat's UCBs, again 
like those in states like Maharashtra and 
Andhra Pradesh, funded a very different 
class of individuals from their larger 
commercial counterparts — shopkeep- 
ers and small-time entrepreneurs who 
have effectively been ignored by large 
commercial banks. (See ‘Why Bother?’) 

What went wrong? The problems of 
Gujarat's co-operative banks didn't be- 
gin with Madhavpura and they will not 
end there either. 


The Boom Years 


In the early 1990s, the RBI gave more 
freedom to commercial banks. The 
chairmen of some urban co-operative 
banks, many of them politically well- 
connected, wanted a piece of the action 
too and lobbied strongly for a panel 
along the lines of the Narasimhan com- 
mittee — which recommended many 
liberalised norms for commercial banks 
— for the co-operative sector. 

The Marathe committee, set up in 
1991, really set off the boom in co-oper- 
ative banks. Earlier, UCBs could come 
up ina district only after the RBI thought 
the area needed one; now, banks could 
come up provided they satisfied the 
minimum financial standards. It also 
became much easier for banks to get li- 
cences for new branches. 

In the six years from May 1993, the 
RBl issued over 537 licences to set up co- 
operative banks all over the country. 
By 2000, there were around 2,075 UCBs 
across the country. The number of 
branches rose from 3,691 in March 1993 
to 6,619 by March 1999. In Gujarat 
alone, 62 new UCBs were set up be- 
tween 1993 and 2000, and the number 
of branches rose from 340 to 800; de- 
posits rose by over four times in that pe- 
riod in the state. “By 1997, the symp- 
toms of illness were present,” points out 
K. Ramesha, professor at the National 
Institute of Bank Management in Pune. 
“Co-operative banks were growing at an 
enormous speed.” 

How did co-operative banks man- 
age to grow so fast? Following the liber- 
alisation of deposit rates, and faced with 
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Why bother? 


RBAN co-operative banks 
U (UCBs) hold around 18 per 

cent of the total bank 
deposits in Gujarat and give out 
around 26 per cent of the loans. 
Now, smaller deposits (up to Rs 1 
lakh) are insured. So even if these 
banks collapse, the majority of 
depositors will get back their 
money, though with a lag. So why 
not let these banks go to the wall? 

In states like Maharashtra, 
Gujarat and Andhra Pradesh, co- 
operative banks have carved a 
niche for themselves by servicing 
small depositors and borrowers, 
mainly in the urban informal sector, 
which commercial banks — both 
public and private — will not touch. 
The average size of a loan given by 
a UCB in Gujarat is around Rs 1.2 
lakh, whereas commercial banks in 
the state lend Rs 1.58 lakh on an 
average. Gujarat's UCBs service 
almost one million borrowers. 

They provide loans to petty 
traders, small entrepreneurs, local 
shopkeepers, and even the local 
paanwallah. UCBs have to make 60 
per cent of their loans to ‘priority’ 
sectors — mainly borrowers like 
those mentioned above. In contrast, 
commercial banks have a priority 
sector lending target of around 40 
per cent of total loans. But a 
substantial chunk of that target can 
be reached through housing loans. 

Commercial banks, whether a 
State Bank of India or an ICICI 
Bank, will simply not lend to such 
borrowers because of their lack of 
organised accounts and the lack of 
a credit history. There are co- 
operative banks set up to serve 
specific communities — the Textile 
Traders' Co-operative Bank in 
Ahmedabad is one such example. 
The fact that many of these UCBs 
concentrate on an area means that 
they tend to have a far greater 
knowledge of the local economy 
than most commercial banks. Shut 
them down and it's unlikely that 


these people — the petty traders 
and small entrepreneurs — will get 
credit at any other bank. d 





depth 


competition from aggressive entrants 
into the local urban markets, co-opera- 
tive banks began offering deposit rates 
higher than what the other, national 
banks were offering. 

From then on, events followed their 
own inexorable logic. Flooded with 
high-cost deposits, UCBs needed to 
make loans that could earn higher re- 
turns. Almost inevitably, that meant in- 
vesting in highly risky assets like real es- 
tate. “Also, the huge increase in deposits 
meant that many co-operative banks 
who were earlier giving loans of at most 
a few lakhs, started regularly making 
loans of a couple of crores,” says Vipul 
Shah, a chartered accountant on the 
board of a co-operative bank in Baroda. 
“But their staff simply weren't trained to 
properly assess such large loans.” 

He adds: “The problems of corrupt 
and unprofessional boards were there 
for years. But no one bothered because 
deposit growth was so strong that the 
problems remained hidden.” 

It's not that the RBI wasn't aware of 


the problem. In 1999, another commit- | 


tee set up by the central bank to study 
regulation of UCBs, set up under the 
chairmanship of Madhava Rao, was al- 
ready expressing concern. "The com- 
mittee... has reservations about the sub- 


stantial increase in the number of | 


banks, particularly in some pockets," 
noted its report. The committee went 
on to ask the RBI to probe this growth. 

The RBI did exactly the opposite — it 
encouraged it. The Madhava Rao com- 
mittee made stringent recommenda- 
tions about the minimum financial cri- 
teria needed to set up a UCB. When the 
report came out, its implementation 
was delayed by strong lobbying from the 
sector. Applicants rushed to the RBI to 
get approval before the new norms 
came into effect. Between March 1999 
and March 2001, the RBI gave out 148 
new licences for UCBs. "Most of these 
groups would not have got licences if 
the Madhava Rao committee's recom- 
mendations were followed," says Rame- 
sha. By this time, UCBs, like fly-by-night 
non-banking financial companies, were 
seen as just another avenue for corrupt 
businessmen and promoters to siphon 
away depositors’ money, sometimes 
with the tacit encouragement of state 
governments. 

Madhavpura is a case in point. It 


| 








Then and now 
Changes on various parameters 


The rise... (1999-2001 





went to the many tiny banks around 
Gujarat and offered them free draft and 
chequeing facilities all over India if these 
banks deposited money with it. “This 
was completely against the law,” points 
out Sameer Parekh, a former board 
member at a co-operative bank in Bar- 
oda. “According to the Gujarat State Co- 
operative Act, one bank cannot invest in 
another UCB. But Madhavpura played 
this role for about three to four years be- 
fore it collapsed. And the Gujarat gov- 
ernment looked the other way.” 


The Crash 


The rest, as the cliché goes, is history. 
The stockmarket burned out, Ketan 
Parekh went bust, and so did Mad- 
havpura. The real estate market in Gu- 
jarat, to which many co-operative 
banks’ fortunes were linked, went 
through a slump from which it still has- 
n't recovered. Their bad loans as a pro- 
portion of the total loans have progres- 
sively increased from 11.7 per cent in 
1999 to 21 per cent in 2003. 

Then came the squeeze, as the RBI 
finally went ahead with the stringent 
recommendations of the Madhava Rao 
committee. “Essentially, what the RBI 
was doing was taking the prudential 
norms (on how banks are supposed to 
account for bad loans) which applied to 
commercial banks with thousands of 
crores in assets, tweaking it a bit, and 
then applying them to co-operative 
banks with just a few crores in loans and 
a branch or two,” says a researcher who 
has studied the UCB crisis. “There was 
very little which went into how these 
norms would affect institutions that 
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And the fall (2001-2003) 


Source: Gujarat Urban Cooperative Banks Federation 


were never set up to behave and func 
tion like normal commercial banks.” 
And co-operative banks in Gujara 
and the rest of the country becam« 
trapped in a vicious downward spiral. 
In all of the RBI's pronouncement: 
on the problems facing co-operative 
banks, there has been a standard theme 
the problem of dual control. According 
to law, UCBs are jointly regulated by 
state registrars of co-operatives and the 
RBI; the former is responsible for legal 
and administrative issues, while the RBI 
has power over their financial and bank- 
ing functions. From the RBI's perspec- 
tive, this isa serious problem, and till it is 
addressed, the issues of corruption and 
politicisation are likely to remain. It 
would like all control over UCBs to be 
transferred to it (or a separate regulator, 
as it has suggested). "Addressing the is- 
sue of dual control, thus, assumes para- 
mount importance for reforming co- 
operative banks," it says in its Trend and 
Progress in Banking report for 2001-02. 
Dual control is definitely a serious 
problem. "Many co-operative banks 
have taken advantage of this split of 
roles between the two authorities," 
points out one UCB chairman. "When 
the RBI tells them to do something, they 
point out that this area is regulated by 
thestate government. When the govern- 
ment tells them to do something, they 
say that the issue comes under the RBI." 
J.P Gupta, registrar of co-operatives 
in Gujarat, denies that dual regulation is 
a problem. "There is absolutely no over- 
lap. Commercial banks are regulated by 
the RBI. But as corporate bodies, they 
are also subject to the Companies Act. 


No one has pointed that out as a prob- 
lem. So why should this be one?” 

Nevertheless, many senior execu- 
tives feel that co-operative banks should 
be regulated by just one authority, 
preferably the RBI, “I, personally, feel 
that these powers of regulation should 
vest with the RBI,” says Patel of GUCBE 

But can the RBI handle the responsi- 
bility? Patel himself points out that the 
regulator currently doesn't have the re- 
sources to handle over 2,000 UCBs 
across the country: “I personally know 
of 15 banks that were classified as weak 
by the RBI a couple of years ago after 
they were inspected,” he says. “Since 
then, these banks have managed to turn 
around, and according to all criteria, 
they should be classified as strong 
again. But since the RBI hasn't inspected 
them since, that hasn't happened. Why 
should these banks pay the price of the 
RBI's lack of resources?" 

The other problem is that profes- 
sional auditors in Gujarat are unenthu- 
Siastic about taking on co-operative 
banks as clients. “Audit fees that can be 
offered by co-operative banks are 
capped at extremely low levels,” says 
Sanjiv Shah, a Baroda-based chartered 
accountant who has been approached 
by some UCBs to audit them. 
“Who on earth is going to take 
on such lowly-paid work?” 

But even if the problem of 
dual regulation and sufficient 
resources is solved soon (which 





| 
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is so precarious, banks try and increase 
their investment in Bovernment securi- 
ties. That's not possible in the short 
term, because banks can't raise new de- 


posits to invest in securities. Also, UCBs | 


can't invest too much in these low-re- 
turn instruments. 

When interest rates are rising, banks 
will have to book (notional) losses on 
their books because of their gilt hold- 
ings. Having to book losses and not be- 
ing able to grow would chip away more 
from depositor confidence. 

In May 2004, as the fall in the prices 
of government securities began, Patel 
says he asked the RBI to relax a rule that 
requires UCBs to hold a minimum pro- 
portion of deposits in government secu- 
rities, and instead allow them to hold 
the amount as deposits with state co- 
operative banks, which act as apex bod- 
ies in each state. This is banned by both 
the RBI and the Gujarat State Coopera- 
tive Act. “The idea was for the smaller, 
weaker banks to be able to get support 
from the stronger ones. The RBI said 
they couldn't change long-term policy 
to address short-term fluctuations in in- 
terest rates," says Patel. 

This might be laudable if it weren't 
for the fact that the RBI did precisely 


The bailout so far 





Deposit insurance paid in Gujarat since 2000 
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that a few months later when it allowed 

banks to classify a part of the gilts port- 

folio at book value and avoid booking 
losses from the rise in yields. 

This is the downward cycle that co- 
operative banks are seemingly locked 
in. And it is primarily a financial prob- 
lem. Professionalisation of boards and 
dual control are all issues that will have 
to be tackled if co-operative banks are to 
thrive; but in the short term, what they 
need to survive is money. 

In Gujarat, if not elsewhere too, 
Madhavpura is still on the top of every- 
ones mind. If Madhavpura manages to 
pay off all the money it owes to CO-Oper- 
ative banks, a big chunk of the problem 
will be taken care of. Will that happen? 
The Madhavpura revival fund requires 
all co-operative banks to contribute a 
proportion of their deposits to it. Unfor- 
tunately, under the new scheme imple- 
mented in August, the state government 
has reduced the return on the deposits 
that banks will get from deposits in the 
fund from 7.5 per cent to 3 per cent — 
hardly an attractive proposition. “Un- 
less a substantial amount of money is 
recovered from Ketan Parekh, the re- 
vival will not succeed,” says Gupta. 

The other option is to recover the 
bad loans. But, so far, co-opera- 
tive banks haven't been able to 
take much advantage of the Se- 
curitisation Act. If the money 
doesn't come through, say ob- 
servers, at least 60 more banks 


is highly unlikely), the problems could be in trouble. 
aren't going to go away. “And 100 The government has spent 
even if you managed to profes- Madhavpura Mercantile Co-op - much of the 1990s putting thou- 
sionalise all the boards of co-op- Shree Laxmi Co-op 13.0 sands of crores into institutions 
erative banks at one go, the cru- Santram Co-op 11.0 like IFCI and IDBI when they 
cial issue of the collapse of ! got into trouble following de- 
public confidence will still not Ahmedabad Urban Co-op 3.73 faults by a few industrial 
be addressed," says Vipul Shah. Bhavnagar Welfare Co-op 3.55 houses. But it hasn't infused a 
That's because events on the Shree Bhagyalaxmi Co-op 3.40 single rupee into co-operative 
ground are moving faster than : banks, whose whole purpose 
the time the RBI or the govern- Ahmedabad Mahila Sahakari 3.31 (though it inevitably got sub- 
ment takes to react to them. Sahyog Co-op 2.99 verted later) was to provide 
What effect have falling de- credit to precisely that section of 
posits had on the UCBs of Gu- Veraval Ratnakar Nagrik Sahakari 2.65 the population that commercial 
jarat? To pay off depositors who Veraval Vibhagya Nagarik Sahakari 2.58 banks don't service. 
withdraw their money, banks Palana Co-op 2.29 "The RBI hasa very unhelp- 
need to raise money quickly. ful attitude,” says Jairam Patel, 
However, loans to a business or Majoor Sahakari 1.47 chairman of the Gujarat State 


an individual are illiquid — the 
bank can't call them back when 
they want it. So in an environ- 
ment where public confidence 
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'classiled as weak bur arai has been paid: does not include 


banks classified as weak but not officially Source: DICGC 


Co-operative Bank. "They say 
they don't have a responsibility 
towards co-operative banks." So 
much for long-term policies. 8i 


VERY time they have headed to 
work over the past few months, 
the residents of Bidiwala Park, 
a middle class locality on 
Ahmedabad' arterial Satellite 
Road, haven't been able to help 
but notice the frenetic construction ac- 
tivity nearby. A two-storied building 
with a glass-and-chrome facade is now 
almost ready for occupation. The land- 
lord says he has given a deadline of 
18 October to complete the construc- 
tion. Till then, no signages will be put up. 
*-* Quite simply, the occupants don't want 
» to give away their identity — for now. 
The wait will finally be over around 


d T Diwali. That's when In- 
t 'Biwali, Star India dia's newest hypermar- 


aar — Noel Tata's ket — the 52,000-sq.-ft 
js " rmarket — will Star India Bazaar — will 


egin ‘po open its doors. 

Coming from the 
house of Trent, the company that runs 
the Westside department stores, Star In- 
dia Bazaar is version 3.0 in Indian retail's 
three-year history of hypermarketing. 
In their own unique way, Pantaloons Big 
Bazaar (with its dependence on ap- 
parel) and RPG Retail's Giant (with its 
skew towards grocery) have already 
shown why the big-box hypermarket 
format is here to stay. Today, within 
three years of launch, these two chains 
notch up a combined turnover of al- 
most Rs 500 crore. No organised retail 
format has had quite the same kind of 
consumer response so far. For evidence, 
compare with Foodworld, Indias largest 
supermarket chain. Today, it has a 
turnover of Rs 400 crore from 90 outlets, 
even after seven years of operation. 

But there is another reason why the 
entire retail industry is closely monitor- 
ing the entry of Star India Bazaar. For the 
past three years, Trent has been quietly 
researching and fine-tuning its mix. But 
even now, the firm isn't willing to share 
its plans explicitly. Its CEO, Noel Tata, 
has refused interviews to the media. But 
customers who walk into Star India 
Bazaar are likely to spot the difference 
straightaway: the store will carry a sepa- 






From toothbrushes to refrigerators, CEO Noel Tata is banking on a 
massive private label programme to drive Trent's ambitious new 
hypermarket project. By Indrajit Gupta & Irshad Daftari 
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rate line of private label brands for 60 
out of the 80 product categories it sells. 
No retailer has undertaken such an ex- 
ercise on this scale and depth. From 
toothbrushes, tea, ketchup, apparel, 
and staples like atta to consumer 
durables like refrigerators, microwave 
ovens, washing machines and air-con- 
ditioners, Star India Bazaar plans to 
offer it all under its own private labels — 
and that too, at stunningly low prices. 
Says Himanshu Chakrawarti, gen- 
eral manager (marketing), Trent: “Tea 
will be available at 50 per cent discount 
to the leading local brand, Vagh Bakri. 


Refrigerators will be sold at 60 per cent of 


the price offered by the leading brand.” 

Is this killer pricing sustainable? 
Trent clearly thinks so. For the past two 
years, it has focused its energies on per- 
fecting its back-end supply chain. Noel 
Tata has personally led a team that has 
sorted out the existing supply chains, 
interviewed wholesalers and manufac- 
turers, identified gaps in the market, 
and then carefully chosen vendors who 
would make a wide range of products 
especially for the store. Sources say that 
Trent roped in Jean-Christophe Goarin, 
former India representative of Car- 
refour, to help it perfect its operations. 

What's more, Star India Bazaar isn't 
just restricting itself to food and grocery, 
or even apparel. It is extending itself all 
the way into consumer durables. This is 
a tricky proposition. “A retailing brand 
has to evolve first. Even a Shopper's Stop 
first built its retail brand before it began 
looking at private labels,” says V. Chan- 
dramouli, vice president (sales and 
marketing), Mirc Electronics. Pradeep 
Dhoot, CEO, Videocon International, 
agrees: “There is no scope for private la- 
bels in consumer durables. It is about 
brands and emotions. When a customer 
buys, his concern would be service. 
Who will do that?” 

Even S. Raghunandan, CEO of Rain- 
bow Retail, a project management com- 
pany of K. Raheja Corp that’s launching 
a new hypermarket next year, is clear. 
“Food and grocery is one of the most 
complicated areas in India. We aren't 
looking at unveiling a private label line 
in durables for sure,” says Raghunan- 
dan. In any case, most leading durables 
manufacturers like Videocon would be 
hesitant to disrupt their established 
business. Says Videocon's CEO Dhoot: 
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"We can't possibly give the Videocon 
brand at dealer prices to Trent, because 
that will harm our relationship with the 
dealer. But we don't mind manufactur- 
ing specifically for them at 10 per cent 
lower than what we charge dealers." But 
that wouldn't get Trent the margins it's 
looking for, and the company isn't will- 
ing to reveal its sourcing options yet. In- 
dustry sources reckon that it could tap 
Voltas, a Tata group company, to supply 
air conditioners and refrigerators at sig- 
nificantly lower prices. To drum up 
source credibility, Trent could well have 
an ace up its sleeve: the Tata name, 
which it hopes will assure customers of 
quality, post-sales service and warranty. 


Trent’s competitors MS 


June 30, 2005) 


RETAILING 


It is still an open question whethe: 
potential durable owners will buy into 
Star India Bazaar's promise. But there is 
no doubt that the hypermarket will pri 
marily use the rock-bottom prices t 
draw customers. “The key is pricing. It 
must fire the public imagination," says a 
retail consultant. Worldwide, most hy 
permarkets offer big value in their core 
categories of food and grocery to pull in 
customers — and then make their mar 
gins by inducing them to buy othe! 
products. That's how, over time, hype! 
markets like Carrefour have been able to 
build up scale in the non-food cate 
gories. Chakrawarti says he will be 
happy if only 10-15 per cent of the 3 lakh 


Lp | 








| Current: 10 stores; Plans: 4 more by the 
end of 2004; Estimated turnover: Rs 370 crore (target: Rs 700 crore In the year to 


Current: 3 stores Plans: 20 more 


by 2006 Estimated turnover: Rs 100 crore (target: Rs 200 crore In 2004-05) 


Waiting in the wings 
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depth 


At the 
source 


HE Agricultural Pro- 
duce Marketing 


Committee (APMC) 
Acts of different states is 
a potential stumbling 
block for hypermarkets as 
they scale up. Any hyper- 
market that wants to 
source bulk quantities of 
food and grocery has to ap- 
proach an intermediary at 
an APMC market, and not 
the farmer. 
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Vashi APMC: Once more states amend their APMC 


Acts, hypermarkets can source directly from the 
farm and enhance margins by a hefty 5-8 per cent 


The model APMC Act of 2003, which has allowed for the participation of “mod- 
ern forms of distribution” has not yet been implemented fully by a number of 
states. States like Madhya Pradesh, Rajasthan and Uttar Pradesh have amended 
the APMC Act just enough so that ITC can go ahead with its e-choupal strategy. But 
it will take some time for the other states to implement the model APMC Act, pri- 
marily because of their reluctance to change the existing supply lines. 


families in its catchment area are drawn 
to the store by the pricing. 
The way Trent plans to acquire its 


| 


pricing power is critical — especially | 


since its success could hinge on it. When 
Giant launched its first store in Hyder- 
abad, its pricing was able to attract 
lower middle class consumers across 
the city. “Customers would travel in 
large groups in public buses, and based 
on the savings they got at the store, they 
would go back in autos, laden with 
parcels,” says a retail expert. However, in 
Mumbai, Giant hasn't yet been able to 
draw sufficient traffic. Earlier this year, it 
launched as an anchor tenant in Inorbit, 
an upmarket mall in Malad. So far, the 
traffic build-up has been slow. 

That's why Trent is hoping that its 
massive private label exercise would 








give it more pricing flexibility. "The | 


higher margins on private labels will al- 
low us to offer lower prices and more 
discounts on other branded products," 
says Chakrawarti. Raheja’s Raghunan- 
dan says that it makes no sense to offer a 
minimal, 1-2 per cent discount across 
categories. "The key is to promote select 
items and price those well. Besides, the 
rest of the merchandise mix has to be 
right." (Some of that may have to do 
with híring personnel with merchandis- 
ing experience for a wide range of items. 


| 





Such people in India are rare — whichis | 
| why Raghunandan has recently hired a 


South African to head merchandising.) 
Hypermarkets have an added com- 
plexity: on an average, there are more 
than 25,000-30,000 stock keeping units, 
as compared to 5,000-8,000 stock keep- 
ing units for a supermarket. "Control- 
ling merchandise, stocks and the supply 


chain without an IT system is well-nigh | 


impossible. That's why we have decided 
to make an upfront investment in a ro- 
bust ERP-enabled IT system (a smaller 
system that can be scaled up to do en- 
terprise resource planning)" says 
Raghunandan. Even Trent has done this 
from Day One. But it does cost a pretty 
penny. Raghunandan reckons a good IT 
system will cost Rs 4-5 crore. 

And that isn't the only upfront cost 
Star India Bazaar has to bear. It has al- 
ready built up an army of 30 sourcing 
specialists, each with different industry 
backgrounds. More than a year ago, 
Saurabh Chaddha, who was the store 
manager at Giant's first store in Hyder- 
abad, was picked to head the buying op- 
erations team. In contrast, Big Bazaar 
chose to follow a somewhat less com- 
plex route: it chose to appoint consol- 


idators — or local traders well versed in | 


the trade — to manage specific cate- 
gories for the retail chain. "For instance, 
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we have a consolidator 
who is a major player 
in the local APMC 
(Agricultural Produce 
Marketing Commit- 
tee) in Vashi, Navi 
Mumbai. This enables 
us to buy fresh vegeta- 
bles at prices below 
wholesale market 
rates,” says Vinod Ba- 
jaj, head, Food Bazaar. 

Trent, on the other 
hand, is looking to own 
the supply chain, with as few intermedi- 
aries as possible. Says Chakrawarti: 
"Every organisation has to take a call on 
whether to disintermediate from the 
start, or later, as they go along. We've 
chosen to do it from the start." In Gu- 
jarat, where the existing APMC Act pre- 
vents them from sourcing fresh fruits 
and vegetables directly (See 'At The 
Source’), Star India Bazaar has tied up 
with a vendor from Maharashtra for se- 
lective items like potatoes and toma- 
toes. Chaddha reckons that savings are 
possible despite the law, and vegetables 
will come to the store faster than they 
will hit the local market. If Star is able to 
accurately predict demand and reduce 
waste, supply chain efficiencies could 
increase the margins on food and gro- 
cery by an additional 5-8 per cent. 

To further reduce supply chain com- 
plexity, Big Bazaar and Giant have both 
employed another trick: they have al- 
lowed concessionaires to look after 
non-core categories like ethnic wear, 
sweets, and meat and fish. Star India 
Bazaar has decided not to have any con- 
cessionaires in their stores, as they feel it 
would detract from the overall experi- 
ence of the store. Says Chakrawarti, 
"This model does incur higher fixed 
costs, but we've seen that it's a more ro- 
bust model, as in the case of Westside." 

So will Noel Tatas newest and the 
most ambitious venture deliver results? 
The next six months ought to provide 
the early evidence. " 

With reports from Ranju Sarkar 
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Tounderstand the challenges of disinter 
mediation and building a strong back- 
end for sourcing fresh foods in India, 
read a recent paper by Prof. S. Raghunath 
and D. Ashok of HIM Bangalore on 
www.businessworldindia.com 
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z [T'S buying season once again 
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- 2 and you are on the verge of laying 
—— down some serious money to re- 
——Z "un i "s 

á place your television and refrig- 
— erator. But with all the brands in 


the market clamouring for atten- 
tion, how do you make sure that 
you have made the right choice? 
Compiling a list of features offered by 
the different brands will no longer do be- 
cause almost every brand in the market 
today has reached parity in terms of the 
features and technology they offer. Now, 


e 
«, 


more than ever, a right decision would 
mean learning about all aspects of the 
experience that different brands offer. 

One way out, of course, is to talk to 
your friends and neighbours who have 
already done their shopping recently. 

May we suggest a better way? Base 
your buying decision on the experience 

of 4,410 consumers spread across five metros. 

Last year, BWhad commissioned a special survey to check out which brands 
made customers smile and which ones made them frown. We had picked up four 
different product categories — frost-free refrigerators, colour televisions of 21" or 
bigger size, 1.5-tonne air-conditioners, and fully automatic washing machines. 
and further refined the 





This year, we added a new category — microwaves 
survey. The current survey not only measures the consumer' buying experience 
and satisfaction with the product features and performance, but also complaint 
redressal and complaint management. And also after-sales service. 

The survey hasn't merely measured the customer satisfaction for different 





brands but has actually ranked brands on the basis of customer 
delight. The difference is simple. Almost every big brand in the mar- 
ket today meets a certain threshold level of product and service per- 
formance. But certain brands exceed customer expectations. These 
are the brands which delight the customer, not merely satisfy him. 

Now for the results. The second BW Consumer Durables Survey 
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* 22 per cent of * The quality Owners of BPL 
owners of of after sales and microwaves were 
Electrolux repairs was least the most satisfied 
refrigerators are appreciated by lot when it came 
likely to defect to customers of to the design of 
another brand Voltas ACs the product 
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brings out one point very sharply: there is no single brand that has managed to 
delight customers in all the categories. A brand may excel in, say, refrigerators, 
but turn in a sub-par performance in another category like air-conditioners 
The second important finding is that the difference between the best and the 
also-rans has narrowed even more. The difference between the topper and the 





number four or five in any category is mostly in single digit percentage points. 

Finally, the survey also brings out how companies have excelled in one area of 
product or service delivery, only to falter in another. There are brands which 
score extremely high on product quality — but fall way behind in complaint 
management. And vice versa. Check out the category tables (page 48 to 57) to get 
a handle on how each brand fares on each parameter. 

And now for some of the other findings. Almost two-thirds of the customers 
rate the durable brands they own as excellent or very good. This phenomenon is 
common across all categories. By and large, customers in Mumbai and Chennai 
give high ratings to the brands they own. However, customers from Bangalore are 
significantly more circumspect. 

In refrigerators, most brands are rated much the same on the product quality E 
factor. Which essentially means that no particular brand stands out for outstand Find out 
ing product quality. And the overall winner in the delight stakes has won because 
ofits high scores in the other parameters, which 

If product quality is the most important criteria as far as you are concerned, 
here's a snapshot of the findings. 

In CTVs, consumers have rated Samsung (71), sony (70), Sansui (70) and BPI 


durables 
(67) as above the median level. Videocon (66) is the median brand. Akai (59). LG companies 


(64), Onida (65) and Philips (65) have been ranked below the median level. 

In refrigerators, only Whirlpool (68) and Godrej (67) have been ranked above 
the median on quality of the product. Among the rest, Videocon (60) was at the 
bottom of the stack, followed by Samsung (64). Electrolux, BPL and LG (65) 
made up the median band. 


keep their 
p th 
customers 
In washing machines, there's a tie for the top slot on quality of product be- ili A d 
tween BPL and Electrolux (75). Besides these, only Videocon (68) and IFB (68) smi ing. L 
could stay ahead of the median while LG (66) was just below the me- . 
dian level. Others like Whirlpool (60), Godrej (64) and Samsung (65 which LETT 
= were ranked below the median on quality of the product. 
= 3 In ACs, Carrier (77) and General (76) had a slight lead over Hitachi them cry. 
= 1 (D. Samsung (68) made up the median on quality of product. Those : 
| | who fell below the median were National (60), LG (66) and Videocon By Rajeev Dubey 
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(63). Voltas (67) managed to stay just below the median. 

In microwave ovens, only Bajaj (65) and BPL (64) were above the median. 
Kenstar (60) was at the median. Samsung (56) and LG (57) were ranked lower 
than the median on quality of the product. 

If pricing is the over-riding factor in your purchase decision, heres what the 
survey has to say. In CTVs, 96 per cent of Sansui buyers believe their TV is reason- 
ably priced but only 79 per cent of Sony buyers consider the product well-priced. 
In washing machines, 93 per cent of BPL buyers rate their brand as well-priced 
while only 75 per cent of IFB buyers consider their products well-priced. 

The dealer experience too plays a fairly big role in the overall delight rankings. 
The survey found that in CTVs, Sony had the best dealers, Akai the worst. In mi- 
crowaves, Samsung is ranked the highest, BPL and Bajaj, the lowest. And, in re- 
frigerators, Samsung again has been ranked the highest, LG the lowest. 

When checking out the detailed category tables, don't miss the value ratings. 
This one essentially tells you how consumers have rated each brand in terms of 
overall value for money. There, you will find that even when customers are ex- 
tremely happy on nearly the entire durable experience, they dont consider cer- 
tain brands good value for money. They buy it for quality and service. Marketers 
will agree that these are also potential defectors from their brands because the 
moment another company is able to offer a greater value for the same price, or 
same value at a lesser price, these customers are likely to switch brands. 

How good was the post-purchase experience of the various brands? Which 
brand fares how well on the time to deliver product to your preferred destina- 
tion? What's the condition of the product on delivery? Does the company install 
the product to your satisfaction? In washing machines, Godrej and Videocon had 
the best speed of delivery (78 per cent ). Speed of delivery had a fair degree of cor- 
relation with the overall delight rankings — Godrej is ranked No. 2 and Videocon 
No.3 in the delight index in washing machines. BPL, the No.1 company on the 
delight index in washing machines, is the next best performer, with 74 per cent. 

Unlike automobiles, consumer durables do not require regular servicing. And 
reliability is something that most customers take as a given these days. Despite 
that, no company can afford to slip up on the after-sales service and complaint 
management front. This is one factor that can make or break a brand. 

This year's survey had 10 parameters on which brands have been rated in af 


















































ter-sales and another eight in which they have been 


COLOUR TVs 


put through the scanner in complaint management 
and redressal. They deal with intangibles like the 
courtesy shown by the service engineer, as much as 
availability of a helpline or Frequently Asked Ques- 
tions (FAQs) on the company’s website. In many 
cases, these were the parameters which helped some 
brands power ahead in the delight scales, while oth 
ers fell back even after scoring well on product quality 
and sales and delivery experience. 
How well a brand managed the overall product 
and service experience affected two significant areas: 
brand loyalty and product recommendation. We have 
tried to capture two crucial aspects of loyalty: will he 
buy again? Will he recommend the brand to others? “The salesman 
The loyalty indices will show how many customers explained well 
are loyal to each brand and also how many are potential defectors. Similarly, how about the features 





happy a brand had managed to make its customers could be seen in the propor of the TV. After 

tion of customers who were willing to recommend it to others. hearing him, ! knew 
About 94 per cent ofVoltas air conditioner users say they would recommend which TV to buy." 

the brand to others. It doesn't get bigger than this, in this survey at least. At the 

other end, only 45 per cent of Whirlpool washing machine users say they would "Ice is made 

recommend others to buy the product. That's the worst percentage of recom- easily. There's no 

mendation to any brand in this survey. difficulty in opening 
some categories as a whole scored lower than others on the recommenda doors. I tell my 


tion rankings. For instance, only 47-51 per cent of customers would give positive friends that this 
recommendations in CTVs. It is not that they were particularly dissatisfied with company is good. 


the brands they owned — just that they didn't think these were necessarily the 
best options. On the other hand, in ACs, in the various brands, 81-94 per cent of “I call up the 
the buyers were willing to recommend their brands. In refrigerators, the band distributor and they 





was only marginally lower — 70-84 per cent. The washing machine (45-58 per send technicians 
cent) and microwave (62-80 per cent) users fall somewhere in the middle. immediately." 
some of the most fascinating customer preferences are available in the city- * 
wise ratings. In washing machines, for instance, Bangalore ranked brands in a “The room gets 
band between 42-56 per cent. In comparison, in other cities, 58 per cent was the cooler in less time 
lowest any city ranked any brand of washing machine. The highest went right up and this AC 
to 90 per cent for IFB from Mumbai. consumes less 
Each metro has displayed a strong preference for a brand, which is remark- electricity." 
ably different from the durable owners' experience of the same brand in another 
metro. It goes to prove that marketers are still to tune themselves to the wide vari- 
ety of customer preferences that are specific to different geographical regions. 
Rarely in the survey has a brand won in more than two metros. In CTVs, for in- 
stance, though Philips was the overall winner, it actually led only one of the five 
metro ratings (Delhi). Fortunately for Philips, it got a relatively high score from 
the other cities as well. The metro analysis will throw up many such peculiarities. 
Keeping the recommendation insight in mind may help you choose from the 
clutter of brands out there. Take that informed decision. 
Happy shopping! 

































urables 
retailers are 
dreaming 
bigger than 
ever before. 
Will they go 
the American 
way or the 
European? 


By Aarti Kothari 


ODERNISM dismissed myth- 
ology. Environment and health 
hazards pulled the plug on fire- 
crackers. Double-income fam- 
ilies dumped diyas and rango- 
lis. Only one thing remained 
constant. Diwali shopping. And this in itself 
has become a ritual. 

First scout around the city and find the 
dealers. Then compare different models 
across different dealerships. Finally, locate 
the best deals. But if you live in Chennai, 
Bangalore or Mumbai, things are a lot easier. 

Traditionally, the South has been the 
vanguard of organised retail in the country, 





Mumbai. Not surprisingly, in the Rs 20,000- 
crore consumer du- 
rables industry, these 
three cities represent 
most of the 5 per cent 
share of organised re- 
tail. The large players 


now being matched by the West, namely 


CHAIN 


within these regions are expanding, experi- 
menting and imagining the future. Watching 
from the sidelines are some 40,000 durables 
dealers — a majority of whom operate single 
outlet dealerships — across the country 
waiting for signs of success. 

The top nine retailers in the country are 
set to expand their number of outlets from 
148 today to over 500 by 2006-07, and reven- 
ues from Rs 850 crore to over Rs 2,600 crore 
in the same period. Ironically, the industry is 
still at a crossroads; it needs to decide the 
way ahead. In the US, the all-products-un- 
der-one-roof stores like Wal-Mart are more 
favoured, while in Europe exclusive dura- 
bles-only chains like Dixons are the norm. 

While nowhere close to Dixons in size, 
Chennai-based Vas- 
anth & Company; 
Sony Mony Electron- 
ics, PlugIn Sales and 
Sumaria Appliances 
in Mumbai; and Ban- 
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galores Pai International and Girias 
have adopted the durables-only chain 
format. Then there are Vijay Sales and 
Kohinoor Televideos in Mumbai and 
Chennai's Viveks— all gung-ho about 
their shop-in-mall forays. 

But there are no strict loyalties. Nor 
is that possible at the moment. Being 
leaders, these players need to consoli- 
date first for organised retail to take off 
in durables. The next five years will see 
mergers and acquisitions, expansion 
in geographical coverage, and eventu- 
ally pan-India players. Only after that 
has happened will different formats 





like malls and hypermarkets becomea | 


serious consideration. Those who 
have set shop in malls are looking at 
those stores on a four to five year per- 


spective and not as significant con- | 
| tween 400 small retailers. 
Why the rush? Largely because the | 


tributors to their sales immediately. 


current retail revolution in FMCGs 
and fashion has whet 


their appetite for scale | 


and experimentation. 
Take a look at the 
newest entrant, PlugIn 
Sales. Though it started 
operations only in July 
2003, it already has 23 
multi-brand outlets in 
Maharashtra. Says Ni- 
tish Tipnis, CEO, Plugin: 
"We wantto give our cu- 
stomer the same hospi- 
tality hotels render. That 
35 per cent of our cus- 
tomers have come back 


have arrived." The busi- 
ness model is similar 
(though smaller) to 
Hong Kongs biggest 
player, Fortress, which 
has 40 showrooms of a 
maximum of 2,500 sq ft 
each, with the exception 
of a single 50,000 sq ft 
anchor store. With its 
Pune operations doing 
; better than Mumbai 
and several established 


< 





- players in Mumbai | 





has decided to keep a foothold in 
Mumbai while focusing on the rest 
of Maharashtra. 

To keep pace with the market, a 
traditional retailer like Viveks has rein- 


vented itself. After corporatising its | 


operations in 1995, Viveks acquired 


Jainsons, the third largest chain in | 


Chennai in 1999, and subsquently, an- 
other small chain called Premier. To- 
day it is the largest durables dealer in 
the country and the only chain with 
three brands in its kitty. It has 46 out- 
lets across Karnataka and Tamil Nadu, 
and plans to reach 100 showrooms by 
2008. Together with its closest com- 
petitor, Vasanth, it accounts for Rs 400 
crore out of the total durables market 
of Rs 1,500 crore in Chennai, while the 
remaining Rs 1,100 crore is split be- 


Vijay Sales has been around as 
long as Viveks, but has a slightly differ- 
ent tack. It has a turnover of Rs 150 
crore from just nine showrooms in 


Mumbai. This is because — unlike | 
Viveks’ average showroom size of | 


2,500 sq ft — three of its nine outlets 
span over 20,000 sq ft each, while the 
others are between 5,000-12,000 sq ft. 
"In most cases, around 10-30 per cent 
of a manufacturer's sales in Mumbai 
comes through us. In four years we'll 


, expand to Pune, Nasik and Nagpur, 
among other cities, and then maybe | 
| outside Maharashtra," says Nilesh 


to us is proof that we | 





2 already, the company | 


Gupta, managing partner, Vijay Sales. 
It accounts for half of the city’s high- 
end products sales. 

There is another rung of players 
(turnover less than Rs 100 crore) like 
Kohinoor, Sony Mony and Sumaria in 
Mumbai and Girias and Pai Interna- 
tional in Bangalore which are nowhere 
near the top three in size, yet enjoy 
strong customer loyalty. What makes 
them noteworthy are their ambitious 
plans for expansion. Sumaria has sca- 
led up from one to six showrooms in 
the last three years and will open an- 
other fourin the next six months, Sales 
have been growing 25 per cent year- 
on-year. Says owner Prem Shah: "It's a 
no go but to expand. Unless you buy in 
bulk you can't survive today. My pur- 


chases have increased four times in 
the last three years.” At Sony Mony, 
growth has been sporadic. Having 
started with a 1,000- sq ftshowroom in 
1986, it took 14 years till the second 
branch in Borivali (5,000 sq ft) came 
up. However, in May this year, it leap- 
frogged to a 22,000 sq ft showroom 
spanning three floors in Ville Parle. 
Says Ramesh Shah, managing direc- 
tor: “We'll open five more showrooms 
(5,000-10,000 sq ft) in Mumbai by 
2007, then move on to other metros. 
Delhi is definitely our first choice.” 

In Bangalore, Girias is the third 
largest player operating in both Kar- 
nataka and Tamil Nadu. It plans to add 
eight more outlets to its existing nine 
by 2009. Says Navin Giria, director of 
Girias: “This might seem slow, but all 
our properties are self-owned." Its 
close competitor, Pai International, 
differentiates itself through customer 
service and relationship building. 
“The products are all the same. We 
may even charge Rs 100-200 more 
than competition, but our customers 
keep coming back to us because we of- 
fer them superior service,” remarks 
Pais general manager Suraj Nayak. 
With seven showrooms across the city 
spanning 2,500-25,000 sq ft, he has 
plans to enter a mall to boost Pai's 


| brand image. But not immediately. 


Hed rather wait and watch how his 
competitor Viveks fares. 

Strangely, unlike in FMCG and 
lifestyle products, malls have been ig- 
nored by durables. Independent retail 
consultant Devangshu Dutta says: 
"Real estate is the single biggest stum- 
bling block. Margins in the industry 
don't lend themselves to being in 
malls. While in other markets like the 
US and Europe, rental costs would 
comprise 1-6 per cent of sales, in India 
the figure is 12 per cent. However, 
malls will be the biggest push for org- 
anised retail in the next 4-5 years. 
Rentals will have to come down." 

Those who've ventured into malls 
have had mixed experiences. Plugin’s 
1,000 sq ft. shop-in-a-shop with Arcus 
in Phoenix Mills is going to break-even 
much after its earlier timeline of one- 





tory 


HIGHER SCALE, HIGHER COSTS 


With size comes power. And higher costs. Durables companies are 
finding this out as they negotiate with the new durables retail chains. 

Cost rides on scale, as the cost structure of retail chains goes up 
with advertisements, air conditioning, staff and high-end real estate. 
All these could add up to 8-9 per cent of the selling price for bigger 
dealers — and they expect the companies to share a bit of it. 
"There's a far greater amount of price negotiations that takes place," 
says a marketing head with a durables company. 

Howewer, all this investment also means more power. The bigger 
players are growing faster. "Earlier, if 8O per cent of my sales came 
from smaller dealers, and 20 per cent from bigger dealers, today 40 
per cent of my sales is coming from bigger dealers. So, on a higher 
proportion of sales we are incurring a higher cost," says a marketing 
head of Mumbai-based company. But companies also don't mind 
spending more on bigger dealers, as the extra spends are made up 
by higher volumes. "The absolute cost could be higher, but the per 
unit cost might not be higher, as the expenses are spread over larger 
volumes," says Salil Kapoor, head of marketing, LG Electronics. 

Smaller shops are typically owner-run, have lower real estate 
costs, don't do much advertising and keep a smaller product range. 
Companies have to support bigger dealers by giving a higher margin, 
or through merchandising support, 
which can be 1-2 per cent of the 
sales value. Yet there is no sudden 
change: costs have been going up for 
awhile and marketers have built this 
cost into their sales structure. 

Corporates are also getting into it. 
Eureka Forbes is creating a chain of 
Home Stores, while Raymond has 
promoted Plugin. Experts feel all this 
would lead to consolidation of retail in 
the next two to three years. 
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The big durables retailers 


No. of Turnover Future plans 
stores 2003-04 
(Rs crore) 


Viveks 1 203 750-1,000 


Vasanth & Co. ic BE 500+ 


Retailer 


Sony Mony Elec. 


— — — — 


Pai Intl. 


Kohinoor Tele 


- ewe — 


Sumaria Appl. 


Plugin Sales 
* Operations started July 2003 
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year. Says Tipnis: “Our customer feedback 
shows that durable purchases are still a 
neighbourhood activity for ease of repairs 
and servicing. But Arcus is a home store, 
so it makes sense to have durables there 
too. We're looking at it on a three to five 
year perspective, and since our invest- 
ment is low, we're going to keep this 
space.” Prem Shah tried it with Sumaria, 
but says it wasn't a success because mall 
shopping means impulsive decisions for 
lower-cost goods. But Viveks believes 
malls are here to stay. Says B.K. Vijay, asso- 
ciate V-P (CRM), Viveks: “Malls are prom- 
ising if you don't go overboard on invest- 
ments. The products moving out of there 
are from select high-end categories, so no 
point stocking up like any other outlet. 
Customers want a known brand. A new 
one would not really take off immedi- 
ately.” Viveks is in two malls in Bangalore 
— Forum and Central — and at the Spen- 
cer Superstore in Spencer Plaza, Chennai, 
each spreading over 1,000-3,000 sq ft. 

But these are all small scale attempts. 
Competitors are holding their breath for 
the verdict on Vijay Sales’ 23,000 sq ft one- 
floor space at ‘The Hub’ in Goregaon, 
Mumbai. Says Ramesh Shah: “We didn't 
want to miss the bus, so we took a gamble. 
The choice was: small or big? We decided 
to go the whole hog since theres no mar- 
ket on the expressway between Bandra 
and Borivali. So, if it works, we get the first- 
mover advantage." The weekends see 
70,000-80,000 footfalls. The strategy is to 
offer 'best deals' in the lower-end prod- 
ucts, as malls are about impulsive buying. 
Shah is hoping to break-even on all in- 
vestments in three years and on operating 
costs in 1.5 yrs. The goal is to get 15 per 
cent of Vijay Sales' total turnover from 
this showroom in the next six months. 

It will still be some time before we can 
gauge the success of malls in this industry. 
For now, B.A. Kodandaraman, chairman, 
Viveks, says: "Studying the West shows us 
only one way ahead.... All these compa- 
nies (Dixons in the UK, Wal-Mart in the 
US and Kingfisher in Europe) had a hum- 
blestart of one brand, one store, but today 
they have a minimum of a dozen brand 
names under which they operate their 
100 to 4,000 stores in multiple countries 
and multiple continents." ix 
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Reasons for dissatisfaction with online shopping 







Cannot touch and feel goods 
Don't feel secure enough 


Quality of goods doubtful = 
Prices higher than market rates 
Delivery took a long time — — 
Satisfied with offline buy 
Goods damaged/spoill — 





Goods not properly packaged —— 


Sample size: 78 


Lessons have 
been learnt, 
the home- 
work done. 


And some 
internet 
models have 
emerged 

for durables 


firms. By 
Kunal N Taleeri 
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Source: IDC, 2002 


a consumer-durable purchase that 
can be experienced on the Internet 





companies in India to retail durables on 
the Internet. Yet a few Indian durable firms 
and entrepreneurs still have their eye on 
the virtual world. 

In the period following the dotcom 
bust, at least four web-based models — 
company-owned online services, auction 
sites, web portals as a platform for sale, and 
entrepreneurial routes like B2B2C — have 
reported a healthy growth in revenues. 

Take the first. One important lesson 
that players like LG and Philips learnt post- 
2000 was to focus solely on those people 
whose visits to their sites translates into a 
transaction. LG's online arm, lgezbuy.com 
is focused on NRI Net users who logged on 
to electronic items as gifts for their families 
in India. "We had a turnover of Rs 24 crore 
in 2004; 70-80 per cent of this was from the 
gifting category, many of whom are NRIs,” 
says A. Vijay Narayanan, head (brand man- 
agement), LG India. 

Lgezbuy.com has even defied e-tail 
convention by selling its products at prices 
that are 5-6 per cent higher than its show- 
room rate. “Online buyers have the assur- 
ance of delivery. We give them payment 


OUCH and feel. It's an innate part of 


— in an Arthur C. Clarke novel, of 
course! It may seem a futile exercise for 


. JT I "F A , 78 

LKH _ Ww 
options, and delivery is free," Naravanai 
says. The website had turnovers of Rs 

3.2 crore, Rs 6.1 crore and Rs 13 crore f 

2001, 2002 and 2003 

As for 
sources point to how wholesalers and r 


tailers have taken to 


the second model. 


web platforms lik 
baazee.com to sell products like mobil 
phones. Sellers pay a transaction fee to 
Baazee following sale of the product 
indiatimes.com 
has an auction model 
well as shopping stores set up by compa 
nies like Whirlpool and Electrolux on it 
site, According to Ashish Kashyap, hea: 
commerce), Times Internet, revenue from 


limes Internets 


aisi 


"Tell Your Price 


durables on Indiatimes’ twin model ha: 
grown 300 per cent (Y-O-} 
beit from a low base. Next year, he expects 


"a 


since ZI 


durables to be second only to the air-ticket 
category in growth 

Most durable firms also maintain on 
line partners like Sify and Rediff to ensure 
visibility for their brands. This is about 40 
per cent of our online budget, says LG‘ 
Narayanan. "Portals have larger user traffic 
than company-owned sites," 
akrishnan Unni, director (e 
Rediff.com. "But the users come here foi 


. ) 
agrees Dal 


COMM eres 


content, communication, and then con 
merce,” he asserts. Rediff hosts almost 
every leading durables brand with its res 
enues from durables growing at 35-40 pei 
cent annually. 

And finally, B2B2C founded on 
selling is a model that entrepreneurs like 
Vishal Anand, CEO of Mahamaza I 


are using tO distribute branded cot 


direct 


comm 
ISUITICI 
durables in semi-urban and rural areas 
apart from the metros. The website uses an 
offline network of 
(WSO) who are registered after paying 
about Rs 5,100 each. At last count ma 
hamaza.com had than 2.8 lakh 
WSOs. In its fifth year, it has not been able 


web-stt Tre Owners 


more 


to rake up a sizeable commission yet. But 
it’s moving ahead on the strength of a re 
ported turnover of Rs 96 crore in 2004, 32 
leading consumer durable brands, and the 
registration fees from its WSO base. 

In its 2003-2008 forecasts of the India: 
B2C segment, IDC says durables (mobile 
phones and computer products) will still 
be second to ‘ticket and travel’. It won't 
mean too much business. Still, these e-tai 
ers are persevering on the Net today, belie- 
ving it will be an advantage tomorrow 
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Chevrolet Optra has been rated the best in mileage, under city conditions, by Autocar India, June 2004 in comparison to Toyota Corolla, Hyundai Elantra (Petrol) and Skod 
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accessories shown will vary by model and may not be part of standard equipment. Chevrolet Tavera is available in SS, LT & LS variants with seating options of 7-10 passengers. Please check with your deale 
for details. Chevrolet Tavera is a passenger vehicle and has been manufactured using technology from Isuzu Motors Ltd., Japan. Chevrolet is a registered trademark of General Motors Corporatio 


ENGINE 
WARRANTY’ 








The Chevrolet range in India 


OPTRA 
‘Best in mileage’ in its class. 
* Autocar India, June ‘04. 


Chevrolet has sold over 
175 million vehicles 
around the world. 
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‘Import car of the year.’ 
- BS Motoring 
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To outsource 
or not. That 
is the 
debate 
raging 
among 


durables 
firms as 
they try and 
address 
after-sales 
issues. By 


Nandini Vaish 


OPELESSLY inadequate. That, in two 
words, sums up the state of after sales 
service in India’s consumer durables in- 
dustry. Even the largest durables com- 
panies here are way below the global 
benchmark of allocating up to 2 per 
cent of their revenues to after sales. Last year Phi- 
lips India allocated 1.5 per cent ofits total sales but 
ended up spending much less. Most other durable 
majors, including those with or without global ex- 
perience, haven't done any better until now. 

Today, however, there is a new imperative to 
focus on after sales. As the durables companies at- 
tempt to drive volumes and penetrate deeper into 

the countryside and 
down the value 
chain, the lack of af- 
ter-sales infrastruc- 
ture is a major stum- 
bling block. In the 
rural and semi-urban 
markets in particular, 
non-availability of spares causes tremendous cus- 
tomer dissatisfaction because the product nor- 
mally travels a fair distance from the villages to the 
dealership for repairs. So, while Samsung plans to 
expand its exclusive service outlet network from 
279 to 500 by 2007, Electrolux has plans to increase 
manpower at its centres from 1,000 to 1,250 by 
next year. Videocon is also increasing its service 
network from 400 to 625 centres by 2007 

In doing so, companies are experimenting 
with their own solutions. But everybody is grap- 
pling with the question: to outsource or not to out- 
source? In developed markets like the US and the 
UK, outsourcing is the preferred practice. Large 
dealers like WalMart, Best Buy, Dixon's and Circuit 
City provide a host of after-sales and complaint 
resolution services like service and protection be- 
yond the manufacturers coverage, insurance 
packages, parts and labour coverage, remote con- 
trol coverage, protection from power surges and 
transferability of ownership. 

But Indian companies are still divided over 
how to tackle after sales. While Sony India and 
Samsung Electronics are going for in-house after 
sales networks, LG Electronics, Electrolux, 
Whirlpool, BPL, Philips, Carrier, Videocon and 
Voltas prefer the outsourcing model. If you go by 
the BW Consumer Satisfaction survey, round one 
belongs to the outsourcing camp 4:1. 

Yet, Sony India general manager (service), Al- 
don Hartley says the company prefers to service 
in-house because of the capabilities and the in- 
vestment required to do the job — something they 
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Ease of access to service centre 69 70 
Time taken to respond 68 73 
Convenience of time fixed for repair: ¥- 67 
Courtesy and patience shown 62 66 
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Ease of access to service centre 64 
Time taken to respond 59 
Convenience of time fixed for repai 59 
Courtesy and patience shown 59 
Resolving problem on first visit 55 
Advice provided on other needs 54 
Accuracy of estimate to actual cost 51 
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Ease of access to service centre 
Time taken to respond 
Convenience of time fixed for repai 
Courtesy and patience shown 
Resolving problem on first visit 

Advice provided on other needs 
Accuracy of estimate to actual cost 71 
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Ease of access to service centre 
Time taken to respond 
Convenience of time fixed for repai 
Courtesy and patience shown 
Resolving problem on first visit 
Advice provided on other needs 
Accuracy of estimate to actual cost 
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Ease of access to service centre 
Time taken to respond 71 66 
WC 65 68 
Courtesy and patience shown 69 70 
Resolving problem on first visit [oe 66 
Advice provided on other needs 70 77 
Accuracy of estimate to actual cost Re 66 


W'pl= Whirlpool, E'lux- Electrolux 
V'con- Videocon, Carr- Carrer 
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cant trust the dealer to do. “With to- 
day's technology, you need certain in- 
frastructure to fix a product. It's not 
sufficient to have some tools or a mul- 
timeter. It's far more sophisticated. 
For instance, the company uses a 
transfer grid technology that cannot 
be touched with a tool driver, but has 
a board that has to be baked in an 
oven for repairs. The cost of the oven 
itself is $30,000." Besides, Sony is 
planning to put a greater emphasis on 
speed of servicing. For that, it plans to 
link all its service outlets to Sony's 
global spare parts headquarters at 
Singapore. Sony says it would rather 
keep the inventory and pricing details 
in-house. 

Samsung is also in favour of in- 
house servicing, but for different rea- 
sons. It is investing Rs 1.5 crore on 
each of its Samsung Service Plazas 
(SSPs). While four SSPs have been set 
up in the last 12 months, six more are 
going to be ready by next year. These 
are 3,500 to 14,000 sq. ft outlets that 
will service all Samsung products 
from mobile phones to refrigerators 
and ACs. Samsung has also thrown in 
a separate facility for 'Prestige Cus- 
tomers' (buyers of 29" colour TVs or 
above, 500-litre refrigerators, fully-au- 
tomatic front-loading washing ma- 
chines and split ACs) who will get re- 
placement products for the duration 
of the service. Samsung's VP (service) 
R. Srikanth believes such aspects of 
service are difficult to control if you 
outsource. He sums up the company 
philosophy: "If you want excellence in 
service, you've got to do it yourself." 
samsungs service plaza houses a call 
centre, a 17-people repair station and 
a Web-based intranet system that al- 
lows senior management to track 
technician efficiency and perfor- 
mance index on a daily basis. 

Those who follow the outsourcing 
model, however, aren't impressed. 
Their contention: it's possible to cater 
to after sales in-house in small num- 
bers, but almost impossible to do it 
across the country. "Owning such à 
huge number of outlets is certainly 

not possible for any company. That's 





AFTER SALES 


why we outsource the service," says Jy- 
oti Shekhar, COO (central service op- 
erations), Videocon. 

Outsourcing might create issues of 
quality control but companies say 
they have found ways to tackle those. 
“How well you control it is the key,” 
says LG's marketing head Salil Kapoor. 
Quality is usually not an issue as fran- 
chisees are afraid of losing their con- 
tract if they deliver bad service. An or- 
ganisation that outsources functions 
is typically leaner and meaner and can 
react faster to market changes due to 
lower capacity build up. 

Philips India says it is able to ad- 
dress the issue of quick delivery of 
parts by stocking repair parts in its 200 
centres across the country. LG has a 
team of auditors who monitor and 
rate its 250 service franchisees, 100 au- 
thorised service providers and 400 
sales and service dealers regularly, It 
would rather concentrate on its core 
competency, which is manufacturing, 
and let someone else do the job. 

Videocon has a network of 400 
plus service centres and 85 mobile ser- 
vice vans called ‘VOW’ (Videocon on 
Wheels). By keeping a tight control 
over these, it says itis able to promise a 
turnaround time of a maximum of 
seven hours, 

It isn't difficult to understand why 
Indian durables firms have devoted 
such little resources to after sales so 
far. First, most companies ruling the 
space have just gone through their for- 
mative years in the country. And so far 
their attention on sales growth far out- 
stripped any other priority. 

Two, since there are fewer outlets 
to service durables, the organised 
after-sales market in India is just Rs 
200-250 crore. Around Rs 750-800 
crore of durable servicing is being 
done by the unorganised sector — the 
scores of neighbourhood repair shops 

But, as the population of durables 
increases by 20 million every year, af- 
ter sales will bea difficult area to ignore 
for durables firms. The outsourcing 
debate is still far from over. Perhaps, 
the final answer could well be a mix 
and match of the two models. E 
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More than 
4,400 
durable 
owners were 
interviewed 


to get the 
consumer 


delight 
and loyalty 


Scores 


T is getting tougher for marketers. Till a 
few years back, they could be reason- 
ably certain that they would retain a 
customer who was satisfied with the 
product and the quality of service they 
were providing. That's no longer enough. 
Study after study shows that customer sat- 
isfaction alone is no longer a real measure 
of loyalty. Companies now need to try 
harder — and absolutely delight the cus- 
tomer if they want to keep him in their fold. 

But how do you measure customer de- 
light? Essentially, by measuring the num- 
ber of customers who say that a particular 
brand has exceeded expectations. That is, 
by measuring the number of customers of 





any brand who have rated it as being better 
than good. 

Five consumer durable categories — 
frost-free refrigerators, CTVs (21" and 
above), fully automatic washing machines, 
air-conditioners (1.5 tonnes and above) 
and microwave ovens — were put through 
the rigorous customer delight test. First, 
thetop national brands in each category — 
collated from the IMRB Panel Data and 
NRS— was compiled. 

Businessworld teamed up with CSMM, 


a specialist unit of IMRB International, to | 


conduct a study of performance in the fast 
growing, immensely competitive con- 
sumer durable sector. 

CSMMS field staff carried out a 
marathon listing/recruitment exercise 
across the five centres — Delhi, Bangalore, 
Mumbai, Kolkata and Chennai — to iden- 
tify the right set of respondents who be- 
longed to SEC A or B and had purchased 


CSMM is a specialist unit of IMRB International that partners organisations in 
their endeavour to manage their stakeholder relationships. It is an exclusive 
licensee of Walker Information in the Indian Subcontinent. 
Walker Information, with a presence in over 75 countries, is the largest net- 
work operating in this field. CSMM's proven offerings in customer, employee, 
vendor satisfaction and reputation management emanates from the latest 
thinking based on research work done. These have been customised and 
applied effectively in leading organisations in all industry verticals to provide 
direction and strengthen the relationship with key stakeholders. In its 11th year, 
CSMM has done extensive work in telecom, automotive, consumer durables, 
FMCG trade, retail and hospitality sectors. This study was managed by senior 
researchers in CSMM. The team of Praveen Nijhara, Umang Oberoi and Meera 
Challu was headed by Surekha Poddar (V-P & research services director). 


the consumer durable within the last 
two years. Unlike last year's study, which 
essentially tracked the post-purchase 
experience to a maximum of a year, this 
year sought to go beyond the honeymoon 
period. And the additional parameter of 
after sales service and complaint man- 
agement was added on to get a more 
rounded picture. 

A total of 14,102 listings were done, out 
of which 4,410 successful interviews were 
achieved. Each city was divided into SEC 
A/B zones/areas, in order to ensure a 
proper distribution across the city. House- 
to- House sampling was done. It was en- 
sured that all major brands in each cate- 
gory had a substantial sample to 
report at a national level and at 
least an indicative sample at an 
individual centre level. In certain 
cases, if required, a second round 
of polling was done to achieve the 
targeted number. After the inter- 
views, IMRB conducted its rigor- 
ous process of scrutiny and back 
checks before the results were 
tabulated and analysed. 

Customers were adminis- 
tered a structured questionnaire 
that covered their entire relation- 
ship with the consumer durable 
company, including an assess- 
ment of overall attitudes and loy- 
alty, as well as specific aspects of 
the relationship, starting from 
purchase experience, dealership, product 
features and performance, after-sales ser- 
vice, complaint management and resolu- 
tion, and advertising. 

As has been highlighted above, the ap- 
proach has been to measure the brands on 
their ability to delight their customers on 
the perceived quality of products and ser- 
vice, and not just to satisfy them. Thus, the 
numbers and the rankings are based on 
the percentage of customers who have 
given an excellent or a very good on the rel- 
evant parameters (which are the top two 
boxes on the 5-point scale of excellent, very 
good, good, fair or poor). We also looked at 
those giving a fair or poor to arrive at the 
extent of dissatisfaction with any brand. 
Based on their answers, we first mapped 
out the total customer experience index 
and also the overall loyalty index. The cus- 
tomer delight index was derived by taking 
the mean of the two indices. = 
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Mobile phones keep getting smaller and features keep getting larger: Which is why 
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reckoner, on the mobile phone market, as you're likely to get. With 
information on the different brands, new features, Blue Tooth, GPRS, camera phones 


and all the technoloev that can fit into the palm of your hand. On stands soon. 
By f 


 Businessworld | 


Play the game 





[he booklet shown above is last year's edition 









a 





























+ 





$ 
1 


RC EHE 


y 
aw 







ir » Experience Consumer 
o 8! Base Index Loyalty Index Delight 
f | v, > 
CARRIER 101 66 84 Percentage 
of consu- 
mers 
LG 141 61 79 rating it very 
® Consumer experi- good or 
ence index iS a com NATIONAL 68 56 79 excellent 
VIDEOCON 51 59 75 . 
^X 
VOLTAS 98 53 80 Percentage 
® Loyalty index is of consu- 
composite measur HITACHI 84 60 69 mers who 
at the nronarti are extreme- 
SAMSUNG 85 56 69 y or very 
loyal 
proauct agall 
a recommenda tl 
® The delight / 
dissatisfaction Experience Consumer 
indices are de)! | Base Index Loyalty Index Dissatisfaction 
ty indi The delight HITACHI 84 3 11 Percentage 
of consu- 
mers rating 
SAMSUNG 85 4 8 it fair or 
poor 
VIDEOCON 51 2 10 
\ 
LG 141 4 5 EX 
Percentage 
VOLTAS 98 1 6 of consu- 
® The i Lis) stakes mers highly 
ooks at Only th: os! NATIONAL 68 1 5 or extremely 
al unlikely 
CARRIER 101 1 2 to buy 
again 


I] ye (Wi t 


CARRIER LG VIDEOCON HITACHI NATIONAL SAMSUNG VOLTAS 


Ease of access to dealer 79 79 66 66 87 65 64 
Availability of information online 78 74 77 51 80 62 59 
Ease of access to helpline 78 75 69 60 80 66 58 
Courtesy and patience shown 73 75 75 56 85 59 62 
Skill of helpline personnel 72 78 66 53 76 61 57 
Ability to resolve problems on first call 72 80 69 54 82 58 54 


Clarity in providing service-related info 68 73 66 53 78 54 58 
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LG PHILIPS ONIDA BPL SAMSUNG SANSUI VIDEOCON SONY 


Ease of access to dealer 75 67 69 78 72 76 85 61 
Availability of information online 67 67 68 70 73 68 | 64 45 
Ease of access to helpline 75 | 63 | 64 | 59 70 I9 | HN 49 
Courtesy and patience shown 71 62 69 61 67 | 69 73 | 54 
Skill of helpline personnel 77 | 63 | 66 | 67 70 688 | 71 52 
Ability to resolve problems on first call 74 69 61 66 68 71 63 51 


Clarity in providing service-related info 70 72 63 70 69 | 64 76 44 
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ECOND in class! So X came first 
again? What's wrong with you — 
aren't you good enough?" Perhaps 





you've grown up hearing lines like | 
| fect career wont suit anyone else — just as any- 


this through childhood. I did. 

Comparisons like this can be the most nox- 
ious things to happen. It took me along while to 
dig myself out from the mess of others expecta- 
tions. But emerge I did — with a clear belief that 
not just will I steer clear of such benchmarking 
in my adult life, I will never submit my kid to 
such psychological warfare. 

The horrible habit doesn't end at school. I've 
seen college students wrenching their guts over 
some classmate who got the best-paying job at 
placement time, someone else who got the uni- 
versity gold, some other applicant who got the 
full overseas tuition waiver. And in all my talks 
at colleges, I spend more time on this than on 
any other fundamental of business. 

It's hard to tell people that comparisons are 
a waste of time — so deeply-ingrained in our 
|. psyche is this peer-pressure nonsense. But two 
things clear up the clouds. One is a statement 
(and I have no hard statistics, only overwhel- 
ming anecdotal evidence) that most of these 
toppers, gold medal winners, — the envied 
ones — typically end up nowhere, compared to 
where you are or where you can be. 

And even if they've, it's not where you want 
to be. Sure, your roommate at Powai ended up 
earning $150K at Goldman Sachs writing resea- 
rch reports on stocks he knows nothing about, 
living on a lifestyle conveyor belt he can't get off. 
But is that why you went to IIT to do your 
B. Tech? Careful what you envy. You might actu- 
ally get it, and regret it for the rest of your life. 

The second is a more basic belief: that all 


human beings are unique. Nothing too earth- | 


shattering, except when you apply it to your ca- 


reer, Think about it. You're different from every | 
| one of your batchmates, aren't you? Your com- 
bination oftalent, personality, likes and dislikes | 


is what sets you apart from everybody else. You 





individual as your fingerprint, to sound like bad 
advertising copy. You'll agree that your perfect 
career is one that will ‘fit’ your talent and per- 
sonality to a T. And by the same logic, your per- 


one else's perfect career wont suit you. 

But if all this were true, as you're nodding in 
agreement, why the heck did you apply and 
fight for the same jobs and write the same ex- 
ams? Why are you benchmarking yourself 
against that colleague from MBA class who is 
a VP while you're still an assistant vice-presi- 
dent? Why should you bother that Xhas a better 
car, that Y was given a bigger company flat, and 
that Z married into a richer family than you did? 
Would being in X, Y or Z's place really make 
your life suddenly more meaningful? 

It's a hard one to get your head around. But 
that doesn't make it any less true: envy is à 
pointless emotion when it comes to your ca- 
reer. Or even life. At the root of envy is your inse- 
curity about yourself — and your true worth. 
And insecurity is a great mirage that the system 
(including us marketing types) have a vested 
interest in seeing continue. 

If you really believed (like many of us do) 
that people should judge you for your brains 
and not your looks, you'd put Lakme and L'O- 
real out of business. Advertisers, parents, the 
establishment — all know their job is to make 
you feel insecure — so you're conned into 
thinking that only if you use the right shampoo 
will you find the right guy, or use the right 
cologne to find the right girl, or top your class to 


| find the right career. Balderdash. 





haven't met anybody like you — and youre as | 


What sets successes apart from also-rans is 
not the right fairness cream or education or 
marksheet — but the strength to reject the no- 
tion that there's anything wrong with you, or 
that you need to be like anyone else. 

Read up about biographies of people you 
admire. You won't find wardrobes or accents or 
family pressure in common, but a common be- 
lief that they didn't give a damn about wanting 
to be like their peers. w 
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The case for dual-core chips 






Why dual-core is needed: 


the PC parts. 
What dual-core is: 





Two microprocessors embedded in a single chip 





Benefits: 


e More efficient processing power without 
increasing power consumption or heat 


e Better performance per watt 


e Will not increase CPU size, low cost 


SHELLEY SINGH 





OW do you get more perfor- 
mance out of a chip? Simple: 
cram more transistors onto it 
and run it at higher speeds. 
Industry leader Intel has 
prided itself in doubling tran- 
sistor density on processors every two 
years and running them at higher clock 
speeds (frequency), making the chips 
zippier. This strategy has worked well 
for Intel in the last couple of deca- 
des. But now it has run into a wall: the 
faster the chips, the more power they 
consume. This generates heat, some- 
times enough to actually melt away 
the machine. 

With Intel's top-of-the line 3.6 giga- 
hertz Pentium 4 consuming over 100 
watts of power, the problem with faster 
chips was apparent. Excess internal 
heat can cause signalling problems and 
melt parts. Even as you reload your 
favourite game like Doom 2, Quake or 





Lord of the Rings to triumph in the | 


fight between the good and the evil, 
the chip inside might be burning like 
Sarumans evil eye. 

With no solutions to the heat prob- 
lem, Intel is no longer talking about 
fast chips. It's desperately looking at 
other ways to boost chip performance. 
In fact, it is actually eating humble pie 
and following its nimble-footed rival 
American Micro Devices (AMD) in de- 
veloping dual-core chips to boost 
processor performance without melt- 
ing the computer parts. 

This practical solution lies in using 
what is called the multi-core technol- 


All microprocessors generate heat. The faster a processor 
is run, the more power it uses, and the more heat it 
creates. Over 100 watts of power can sometimes melt 
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COOL CHIPS 


Computer chips are hot, too hot, 
and its slowing them down 


ogy. Such a design places two micro- 
processors (dual-core) or more (multi- 
core) on a single chip. By dividing the 
work between two microprocessors, the 
new chip can run faster than a single 
microprocessor chip without generat- 
ing excessive heat. Says Sanjeev Keskar, 
country manager, AMD, Far East (In- 
dia): "With this you have two cores on 
the same die. The form factor remains 
compressed, resulting in a better per- 
forming machine without increasing 
power consumption or heat." 

Adds Pat Gelsinger, chief technology 
officer, Intel: "The shift to multi-core, 
and not just dual-core, over time is a 
way by which we can adjust our product 
strategy and still take full advantage 
of Moore's law. So you will see frequ- 
ency improvements, but not às rap- 
idly as in the past. But due to multi- 
core, we will be able to increase chip 
performance." 

Since new PCs already offer more 
speed than what most consumers use, 
would having two or more processors 
make sense for people other than geeks, 
gamers or animation houses? The an- 
swer is that software is demanding 
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Pat Gelsinger, CTO, Intel, spoke 
with Shelley Singh about chips, 
PlanetLab and plans for India. 


E Why has Intel given up speed to 
look at alternatives to boost proces- 
sor performance? 
lil Moore's law is changing. Moore's 
law has always spoken about dou- 
bling of transistors. As we continue 
to double the number of transistors 
on the chip every two years, there 
are challenges with respect to frequ- 
ency and power. As a result of that, 
Intel began aggressively talking 
about dual-core chips back in 2001. 
Now the shift to dual-core is the 
way we believe that we can adjust 
our product strategy to still take 
full advantage of Moore's law. So 
you will see frequency improve- 
ments, but not nearly as rapidly as in 
the past... 
B With the PlanetLab initiative [a 
proposal to build another layer 
around the Internet], it appears that 
Intel wants to control the Internet. 


much more from hardware. The word 
processor, web browser or email 
programme don't burn the chip. Yet 
you can put a part of the blame on 
hackers trying to break into your sys- 
tem. Virus detection software, anti-spy 
ware programmes, a firewall, and a 
high-end graphics card can easily draw 
an extra 100 watts of power. Add to the 
list the next generation of Windows, 
which will have a 3D user interface. 
All this may generate enough heat to 
melt the hardware. 


computers that run corporate networks 


Engineers and designers first began 
to discuss the looming heat problems in 
chips in the late 1990s. And AMD can 
claim some extra points over archrival 
Intel. While AMD demonstrated its 


dual-core chip in August and talked | 


about it in 1999, Intel says it had a paper 


, out on the new chip architecture only 


in 2000 and demonstrated it in Sep- 


tember. In fact, Intel is following 





and websites — will be available by | 


mid-2005 and those for desktops by end 
2005. It completed the design of its first 
dual core chips in June this year. Sun 
Microsystems, IBM and Apple have 
all been adding dual- or multi-core 
to some computer servers to boost per- 
formance. Intel will have its dual-core 
chips across all its product categories by 
next year. By 2006, Intel expects that 40 
per cent of desktop chips and 70 per 
cent of notebook chips will be dual- 





AMD not only on dual-core but also 
on the earlier 32/64-bit chips, with the 


| latter having a more useful product 
AMD Ss dual core chips for servers — | 


in that market. Says Gelsinger of the 


, competition: "It's good that AMD an- 


nounced it. That underscores the ind- 
ustry direction." 

Ultimately though, the heat genera- 
tion problem might have to be solved 
by re-engineering the chips themselves. 
Till that happens, there are some innov- 
ative approaches doing the rounds. 
Computer makers, led by Gateway, are 
starting to migrate to a new Intel system 
design called BTX, in which the PC is 
planned from the motherboard up to 
promote improved airflow for more ef- 


core. Of server chips, 85 per cent will be | fective cooling. Apple Computer has 


dual core by then too. 


E PlanetLab is a research effort today. 
We launched it two years back and 
have about 500 nodes at present. We 
are beginning to explore commercial- 


isation of PlanetLab. 
Intel has been a leader in getting 
the PlanetLab concept going. 


However, it is an open consortium of 
primarily research institutes. As we 
move to commercial deployments of 
PlanetLab, there might be different 
policies. Today, I do not control it, I 
help initiate it and of course, I have a 
strong influence on what direction it 
takes, but it's mostly governed by 
research institutes. 
B intel is talking about reaching out 
to the next three billion consumers. 
Many of them cannot afford a PC, and 
language is a barrier. How do you | 
propose to overcome these? | 
B in many cases it's not an affordabil- 
ity issue, its an applicability issue. We | 
are trying to get the Internet delivered | 
everywhere via wireless initiatives like | 
Wi-Fi and WiMax... 

If you go to a remote part of India, | 





, Multi-core 
IS Our 





the best model may initially be in 


TECHNOLOGY 


also done some engineering rework to 
air cool its G5 desktop Power Macs 
and iMacs, while also keeping the 
fans very quiet. 

Another solution to the overheating 
problem has been offered by gaming 
specialist Alienware.com. It's added a 
sort of a radiator to keep the chips 
cool. Targeted at 3D games, multimedia 
content creation, animation and dig- 
ital video users, Alienware's option com- 
prises an ultra-quiet liquid cooling 
technology that cools components with 
specially formulated liquid and gold- 
plated copper coolers. But starting at 
Rs 2.25 lakh, the superfast Alienware 
Area-51 ALX system is definitely too hot 
for the pockets. So expect dual-core to 
rule the next wave of computing. 

However, on pricing, both compa- 
nies remain non-commital. Typically, 
the chip cost comprises 18-20 per cent 
of the desktop cost. With two chips, you 
can expect to shell out more for the zip. 
Also, over the next few years, you won't 
be hearing too much about chip speeds 
scaling new heights. Heat problems will 
still impose speed limits. So, over to 

dual-core for now. ^ 


Bl Are you increasing focus 

in India? 

@ We see an advantage to 
grow here, as many Indian 
engineers in the US are willing 
to come back home.... 

We have very critical pro- 
jects here for the mobile plat- 
form as well as for the Xeon 
platform. Those, for Intel, are 
the highest margin, highest 
growth portions of the busi- 
ness. We will expand the team 
in India to 3,000 people in 
another 12 months, up from 
2,000 at present. 

7 We are also setting up a 
= software college for devel- 
opers in India. New software 


development paradigms start in the 


US and then trickle down to the 


schools or kiosks. You are not buying a 
$500 PC, but $5 worth of PC time a 
month at a local kiosk. We have trained 
about 3.5 lakh teachers in India on use 
of computers. We are working with 14 


| State governments to bring the Inter- 


net to small towns and rural areas. 
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whole world. The idea of the college is 
to close that time gap. 
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The talent challenge is for 
real. And it isn't just the 
frontline Indian software 
firms that are realising this. 
Increasingly, the global IT 
majors setting up shop in 
India are sensing the need to 
find new ways to attract and 
retain talent. There's also the 
need to quickly build new 
capabilities and skills. To 
address this issue, Nasscom 
held its first-ever HR Sum- 
mit in Chennai in Septem- 
ber. On the sidelines of the 
summit, Businessworld and 
Nasscom brought together 
six experts to debate issues 
related to talent manage- 
ment. The panelists were 
Subroto Bagchi, co-founder 
and COO, MindTree Con- 
sulting, Hema Ravichander, 
senior vice-president (HR), 
Infosys Technologies, Ajit 
Rangnekar, the deputy dean 
of the Indian School of Busi- 
ness, Ray Kloss, Peoplesoft's 
director, product and indus- 
try marketing (Japan & Asia 
Pacific), Martin Appel, the 
HR head of IBM India and 
Nasscom president Kiran 
Karnik. Businessworld’s 
deputy editor Indrajit Gupta 
moderated the discussion. 
Excerpts. 


Indrajit Gupta; The topic before us to- 
day is ‘New Paradigms in Talent Man- 
agement’. The reason we have chosen 
this topic is that, as most people will 
agree, the task of talent management is 
going to get harder and harder for the 
knowledge companies as we go along. 
Indeed, each of the companies partici- 
pating in this roundtable today is grap- 


pling with the issue. The objective of 


today's session is to identify the chal- 
lenges India’s knowledge-based firms 
will face as they scale up, and also iden- 
tify creative solutions and ideas that will 
help us design organisations that lever- 
age and engage talent. To begin with, 
could each of you touch upon the 


curriculum, and approach to teaching, I 
dont think we will be able to build 
world-class entry-level people who will 
be relevant five years from now. I think 
that is the single largest issue. 

Hema Ravichander: | think it is manag- 


| ingscale. Ifyou lookat Infosys, we took a 


biggest challenges that will impact the | 


way you look at talent management? 
Subroto Bagchi: The way I see it, the in- 
dustry is doing a lot of downstream de- 
fect correction. That is an expensive way 
of fixing defects. In a manufacturing 
sense, the educational system is where 
our talent gets designed and then 
comes to the industry. We are not happy 
with what we are getting, and we are try- 
ing to fix that problem. If you look at In- 
fosys, Wipro, MindTree, everybody is 
training people for three months, four 
months, six months. But that is like try- 
ing to fix a design flaw at the manufac- 
turing stage or after the product has 
reached the consumer. The cost of fixa- 
tion becomes exponential. 

When you look at the design level, 
the problem is that our educational sys- 
tem takes a very skill-forward view. The 


decade to move from 250 to 10,000 peo- 
ple. But, then, between 2002 and 2004, 
we went from 10,000 to 25,000-27,000 
people. So managing scale is going to be 
a key challenge. But, while we do that, 
there are two other issues that come 
into play. 

The first is speed. The lead times are 
constantly crunching. Earlier, in the 
heady days of 1994-95, we had 14 
months to hire a batch. But now, we do 
just-in-time recruitment. We dont want 
to have a bench. On à separate dimen- 
sion, you have to increasingly customise 
or differentiate. Then, you are hiring for 
different groups — be it service delivery, 
some client-facing group or consulting 
— 80, one size does not fit all. So you are 
doing scale and crunching time-lines 
and you are also customising for differ- 


| entiation. I think this is the biggest chal- 


lenge that I see from the talent manage- 
ment perspective. 


| Ajit Rangnekar: There are two things 


biggest challenge now is to make people : 


think business-backwards and not skill- 
forward. The way the educational sys- 
tem was created was good for the 1980s. 
| think if we do not radically change our 
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that worry me alot. One, as Indian com- 
panies move up the ladder, they are 
moving from being IT providers to solu- 
tion providers. Typically, 80 per cent of 
the effort comes from the IT side, and 
about 10-20 per cent from understand- 
ing strategy, processes and change 
management. But the impact of the so- 
lutions is exactly the opposite. Eighty 
per cent of the impact comes from their 
understanding of the strategy, how it fits 
into the client's overall strategy, the 


MANAGING 
TALENT 
DIFFERENTLY 




















the BW 


ROUNOTABLE: 


In association with 


change management and so on. We are 
looking for engineers when we should 
be really looking for change managers 
or people who understand strategy. 

The second thing that worries me is 
our reliance on engineers. For God's 
sake, our systems are used by human 
beings, all our users are not engineers, 
so why are we only hiring engineers! I 
think there has to be huge mindset 
change in this country. We need to look 
beyond engineering colleges. If I have 
any IT problem, I go and ask my young 
son. I am sure we all do. They are not en- 
gineers. Generation Y is extremely IT 
savvy. We don't need engineers. We are 
forgetting a huge talent pool. 

Also, we are somehow restricting 
ourselves to urban metros. It made big 
news when Hong Kong Bank went to 
Visakhapatnam. Why is that? It is nota 
small town. There has to be a lot more 
talent in this country somewhere. 

: I think rapid growth is a prob- 
lem by itself. It can hide a lot of ineffi- 
ciencies in the system. We recently par- 
ticipated in a CEO survey in which 500 
CEOs from India, China, Europe and the 


NASSCOM 


“NEW P 


ROUND TABLE DISCUSSION 


on 
" TAI IT 


IX 
f 
i 


US were interviewed. In the 
US and Europe, the number 
one CEO question was find- 
ing topline growth. In Asia, 
it was the ability to respond 
to opportunity. Flexibility 
and adaptability, really. Topline growth is 
not the issue. That is happening. The 
question is: how do | respond to it? 

hat translates into HR being told to 
get more people. The key factor is how 
that talent is brought in. Do the people 
we hire give us the flexibility and adapt 
ability we need to respond to all the op 
portunities coming through the mar- 
ketplace? I see the key issue not as 
getting the people but in that flexible re- 
sponse, particularly in India where we 
do not have that growth problem. 
| ippel: I want to link the com- 
ments on scale and engineers. As we 
scale recruitment up, there is a fear that 
the process will become too mechani- 
cal. All engineers can fall through a hole 
shaped like that. And therefore, I will 
take out all the people who dont fall 
through that hole. That simplifies the 
process. But the recruitment process 
each of us went through was not like 
that at all. It was more about you, your 
aspirations, where you came from. The 
question is: how do you mix these two? 
How do you effectively, efficiently bring 


thousands of people, not thousands of 


J 
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Play the game 


(L to R) The panelists at the Chennai summit: Ajit 
Rangnekar, Hema Ravichander, Subroto Bagchi, Indrajit 
Gupta, Kiran Karnik, Martin Appel and Ray Kloss 





units, into the organisation? 

: [have a couple of things 
to sav. The first is a concern that thi 
dustry is driven by immediate need 
And this drives them to make or urgi 
modifications in curricula, processe 
methods and teaching, which will result 
in people who deliver those needs 
think there is a basic difference there b« 
cause what we are then looking for is 
training and not education 

[he strength of the Indian industn 
over the last few years has been its abil 
ity to be agile and flexible. My effort ha 
been to try and see if we can upgrade thi 
basic level of our academic teaching ii 
physics, maths, chemistry, biology, e1 
gineering and not create a new subject 
called information technology. What is 
happening right now is that people 
study for two years and then find that 
they are useless after a while. In the 
hurry to get something done quickly, we 
may end up converting our universitie 
into training institutions. In the long 
run, that would be self-deteating. [hat 
one big concern. 

[he other concern is about the fai 
ulty. Earlier, people became teachers 
out of commitment. Today, the people 
coming into even the top institutes are 
not of the same quality. That is a cause 
for concern. There is no incentive foi 
people to do their masters or doctor 
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ates. And so you don't get good faculty. 
And they are the multipliers who create 
the students. 

The last one is the point that Ajit 


made. How do we throw the net wider? | 


How do we get to the other areas, in 
terms of both discipline and geography? 
And that is a different challenge for HR 
professionals. Can you create testing 
systems that can be put out widely? 
Maybe online, so that even people in re- 
mote places can take that test and know 
what kinds of job they are suitable for, or 
what the lacunae are. That will help 
companies tap into a wider arena of tal- 
ent. What we are doing now is tapping 
into the top 20 campuses. That is all. 
And I think we do that because we have 
no options. If we could devise options 
that can test and indicate skills, apti- 
tude, attitude for a wider bench of peo- 
ple, we can tap into more people. 

Ravichander: | want to react to this. We 
have to widen the net. At Infosys, we go 
to 65 to 70 colleges. Far beyond the 20 
but, yes, it is still just 65-70 colleges. Also, 
since we now hire people just-in-time, 





that is not a campus recruitment initia- | 


tive. Thanks to the Web, people send in 
their resumes. And then, we call them to 
what we call central hubs for the inter- 


views. Now, if you look at the profile of ' 


the people who are ap- 
plying, we are attracting 
applicants from all cities, 
not only the metropo- 
lises. What I feel will be 
beneficial is if states 
or academic institutions 
join hands to help stu- 
dents in these areas 
come together under 
some umbrella so that it 
isasingle window. A large 
company like Infosys can 
do without it, but many 
others may not. That is 
the first issue. 

Then, there is the is- 
sue of the engineers. Your 
point on them is very 
valid. The software engi- 
neering industry looked 
for analytical reasoning 
and arithmetic thinking. 
Engineers had it, maths 
graduates had it, and 
physics graduates had it. 
But now, with different 


SUBRATO BAGCHI 
co-founder & COO, 
MindTree Consulting 


"If we don't change 
our approach to 
teaching, we will not 
be able to build 
world-class entry- 
level people..." 





service offerings emerging, you have to 
widen the talent pool. 

Gupta: What challenges will that throw 
up in terms of managing diversity? 
Kloss: To begin with, the people using 
your systems will usually not be engi- 
neers. They will be bankers, accoun- 


| 


tants, and so on. If only engineers are | 


used to service them, there is a real dan- 
ger that we will wind up with a system 





which regular people cannot use. In | 


other words, if a diverse group of cus- 
tomers are going to use your product, 
you need to ensure that a diverse group 
of people talk to them. 


And that is one of the challenges of | 


talent management. Volumes always 
create a challenge. Martin painted a 


good visual, about hiring everyone who | 


can drop through a hole. When you are 





looking for a large number of people, it | 


is easy to make that mistake. The down- 
stream challenge that you will run into 
asa result is ensuring customer satisfac- 
tion. Because if you have a monochro- 
matic workforce, it is hard to meet the 
needs of a diverse customer base. 

Bagchi: In India, when you talk about 
diversity, people usually think along 
male and female ratios. I think the big- 
ger challenge is about intellectual diver- 
sity. Diversity is about having different 


(HRD), Infosys 


entiate. " 
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HEMA RAVICHANDER 
senior vice-president 


"Managing scale is 
going to be a key 
challenge. Also, you 
have to increasingly 
customise or differ- 


people sitting at the same table, looking 
at a problem differently. And it is ok to 
think differently. Only when you do that, 
do you have a chance of saying: ‘Hang 
on. This is not really a problem. And that 
goes back to the design issue. Right now, 
education in India, from kindergarten 
to college, is compliance-oriented. We 
have to redesign ourselves, both in edu- 
cation and industry, so that at a genetic 
level, we can attend to the issues that 
people are talking about. Diversity is not 
a retro-fit. You have to plan for it. 
Rangnekar: We have not made too 
much progress on diversity. The prob- 
lems we face today are the same ones 
that we faced ten years ago. In the long 
term, we have to overhaul the entire 
education system, starting from the 
primary level. 

In the very short term, there is a huge 
role for HR. Are we really celebrating di- 
versity? And, please, you don't have to 
do it for some social good 't isin your in- 
terest to learn to work with diversity. It 
adds to the bottomline. To boost that, 
we get our new recruits to work in teams 
of five. We try to create as diverse a group 
as possible. One person who is 37, an- 
other who is 24, one male, one female, 
someone who is not from India. These 
are meant to create diversity. Initially, we 
get lots of complaints like 
"| cannot work in that 

group”. But, when you 
talk to them now, all the 
groups now say the same 
thing. They say that they 
first tried to be friends. 
And then, when that did- 
n't work, they tried to just 
work efficiently together. 
And, you know, that is it. 
You don't have to be bo- 
som pals with everyone. 
But you must know how 
to work professionally. 
Thatis the key. 
Kloss: Great research has 
been done on this. A 
highly diverse group 
usually struggles more 
than a moderate group 
to arrive at the regular re- 
sults. The moderate 
groups get the regular re- 
sults with far higher con- 
sistency. But they do not 
get the breakthroughs. It 





is the diverse groups that 
consistently generate the 
significant breakthrough 
ideas. 

Karnik : What will be In- 
dias USP as we move 
ahead? I think one of the 
positive things about In- 
dia that we have not cap- 
italised on is that all of us 
grew up in a very diverse 
group. People from dif- 
ferent places, with differ- 
ent habits, languages 
and cultures. This is criti- 
cal as we begin to work in 
a globalised world. Every 
Indian company is be- 
coming global in a big 
way. Their employees will 
have to deal with multi- 
national workgroups 
more and more. And this 
is a strength we should 
not lose. There is another 
advantage that we enjoy 
because of our culture. 
Unlike us, some of our 
potential competitors tend to be homo- 
geneous and very good with repetitive 
tasks. They do these tasks ten times 
more efficiently than we ever can. But 
that's our strength. This chaotic way in 
which we work can be an advantage if 
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"We are looking for 
engineers when we 
should be really look- 
ing for change man- 
agers or people who 
understand strategy.” 








we capitalise on it, if we keep moving to | 


the next stage as it takes shape. 

But that calls for very diverse think- 
ing. And, we again need to go back to the 
Indian education system. It tries to kill 
any diverse thinking. So far, it hasn't suc- 
ceeded but it certainly tries very hard. 

(laughter) 

To me, some of our institutions are 
successful not because they have great 
faculty or facilities, but because they are 
national. They bring together people 
who have grown up and studied in dif- 
ferent parts of the country. That diver- 
sity then brings out quality in a very dif- 
ferent way — in terms of challenging 


each other. So, I think that both in acad- | 
emia and industry, this celebration, this | 


encouragement of diversity is very criti- 
cal. The need for industry is to sustain 


this, and not try to get everyone to work | 


in the same way, and not use standard 
selection procedures. Doing that is dan- 
gerous not only in the long run, but also 
in the immediate future. 


RAY KLOSS 


"If you have a 


of a diverse 


Bagchi: Over the last few years, the IT in- 
dustry has acquired the global reputa- 
tion of always getting the job done. And 
diversity is the bedrock of that innova- 
tion. We have to maintain a culture that 
keeps the company innovative, which 
will give that differentiating edge to the 


| Indian industry. We cannot always play 





the cost card. Therefore, how do we 
bringin more innovation? That brings in 
this key question of comfort with failure. 


I don't think we are very comfortable | 


with failure, which goes all the way back 
to the education system. 
Ravichander: It's a question of how we 


think about innovation. And our expec- | 


tations. We think innovation always has 


| to be big bang, and that we always have 
| to be right. But, innovation, specially in 

the organisational context, is about 
| choosing simple things and doing them 


well so that they become more effective. 
Rangnekar: We were talking about a 
common test. To me, it seems that the 
common test should check for things 
like learnability, creativity, fire in the 
belly; you cannot train that into people. 
IT knowledge can be trained. That is 
easy to acquire. That test we are talking 
about should be geared towards finding 


| those creatives, those mavericks, the 
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monochromatic 
workforce, it is hard 
to meet the needs 





director (product & indus- 
try marketing), Peoplesoft 


customer base." 
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people who are willing to 
work. I have an applicant, 
a lady, 14 years in the in- 
dustry, single mother, 
handicapped child, she 
has gone through it all, 
and she has succeeded. | 
will have to train her in 
everything else. But that 
is all I need. That is deter- 
mination. And that is the 
kind of candidate the pre- 
sent system doesnt find. 

That brings me to an- 

other leg of the discus- 
sion. How do companies 
go about designing cor- 
porate cultures that are 
externally focused on the 
needs of the market- 
place? There is a duality 
here. Sometime back, | 
had a very interesting dis- 
cussion with Professor 
Wayne Brockbank of the 
University of Michigan. 
He said company cul- 
tures tend to be either 
very externally focused, flexible and 
adaptable with market needs. Or they 
can be more internally focused, where 
policies, rules and procedures tend to 
dominate and where efficiency is re- 
warded. And that's the question: how do 
you manage to be efficient on the one 
hand, and, on the other, be innovative? 
Are we leaning more towards efficiency 
measures? 
Bagchi : This is leadership-driven, not 
by HR. The HR guy cannot fill for medi- 
ocrity anywhere in the organisation. He 
is only as good as the organisation. 
Coming to the specifics, | find that the IT 
industry is too internally focused, We 
need to expose our leaders to the non-IT 
world. One of the things we do quite 
consciously is called ‘learning from un- 
usual sources. Every month, we get 
cops, army people, doctors, radio show 
producers to come and talk to us. We do 
this to make our people think about life 
in a completely different manner. 

We underestimate what the human 
mind is capable of doing. So the danger 
is that you will immediately say: What is 
the pay-off?' That again brings me to the 
issue of innovation and making people 
competitive through diversity. Make 
your leaders meet 12 different people 
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from 12 different sectors over the next 
year. Then, they will think differently. 
And practise diversity. You cannot call 
them and tell them to practise diversity 
from tomorrow morning. 

Appel: One simple thing. Throw away 


the time sheet. It measures input, not | 


output. What you are really selling is an 
output, benefit to the customer. And 
what does the time sheet show? It shows 
how we worked 'hard' for 12 hours a day. 
That can be a simple start. But can we 
measure outcome? 

Kloss: What we found is that measure- 
ment and compensation lead behav- 
iour. If you are serious 
about being an externally 
focused organisation, 
then, at the senior-most 
levels in the business, you 
have to establish metrics 
that are externally fo- 
cused. And then, those 
targets need to cascade 
all the way down the 
company. 

And these are not 
about the number of 
hours spent in the office. 
People will respond with 
the behaviour you are 
looking for. 
Ravichander: That ties 
back to Ajit's point, about 
the importance of learn- 
ability, willingness to take 
risks, adaptability. Those 
interventions can be pro- 
vided in the first sixteen 
years of someone's edu- 
cation. And those are the 
measures that should be 
rewarded in the acade- 
mic system, rather than learning by rote. 
Gupta: Recently, this notion of how our 
Indian education system breeds a con- 
formance culture was brought alive to 
me, when we had an Israeli IT profes- 
sional give a talk at our office. He spoke 
about how innovative the Israelis were 
in the software product space. When we 
asked him how much it had to do with 
their education system, he said it was 
their mandatory training stint in the Is- 
raeli army that sparked the innovation. 
Now, that struck me as rather odd, espe- 
cially as the army is hardly ever seen as 
anything but regimental. 

Bagchi: I can attest to that. | have visited 


that country. One fundamental differ- 
ence that I see between our people and 
those elsewhere is that the Indian em- 
ployee doesn't have the experience of 
having worked as a student. So they take 
two years to get accustomed to the way 
work works. 

Nowhere in the world does anyone 


have such a benefit. They work in coffee | 


bars, etc. You understand the coffee 
business, you understand the customer. 
That's a serious issue. I think you cannot 


| afford to have a guy who is just writing 


KIRAN KARNIK 
president, 
Nasscom 


"If we could devise 
options that can test 
skills, aptitude... for 
a wider bench of 
people, we can tap 
into more people." 





code for two years and thinks that the 
workplace is just another extension of 


MARTIN APPEL 
HR head, 
IBM India 


really measure 
outcome?" 


his academic world. That paradigm has 
completely gone. 

Gupta: Let me focus on how our notions 
of career planning have changed. In the 
past, it was possible to think of it as a se- 
ries of logical steps. But now, if the na- 
ture of work is so unpredictable, how 
should an organisation think about 
building in flexibility? 

Kloss : The key thing is that the responsi- 
bility is on the employee, not on the 
managers. He is just the facilitator. 
Ravichander: In Infosys, utilisation 
measures flashes on the dashboard of 
every individual employee. Are they get- 
ting utilised to the extent that they need 
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to get that next career shift or payhike? 
Then, it becomes their personal respon- 
sibility. Then it is not in only the man- 
ager's dashboard alone. 

Bagchi : It is about making an informed 
choice. Hema and I did this exercise six 
years back. We surveyed 100 software 
engineers and we found that the Indian 
software engineer are mostly males. He 
was making '1.75' job changes in the 
first two years of his career. I say '1.75' 


| jobs because half the time, the choice of 





"Throw away the 
time sheet. It mea- 
sures input, not 
output. But can we 


the job is not an informed one. And that 
calls for a certain amount of maturity. 
The issue again goes back to the ed- 
ucation system. We can- 
not do downstream de- 
fect corrections. A lot of 
organisations do these 
management develop- 
ment programmes, but 
with inadequate strategic 
thinking. One has spo- 
ken about learning from 
unusual sources. One 
other thing we are doing 
is making managers ask 
questions. I don't think 
we have figured it all out 
but we have to look at 
management develop- 
ment through some of 
these strategic aspects. 
Rangnekar: Are we fully 
communicating that the 
future will be very differ- 
ent from what it is right 
now? People can no 
longer expect that ‘I have 
done three years, and so 
I am going to get this. 
What I can do is tell 
them that here is a men- 
tor, sit with them, and tell them what I 
will train them in, say competency map- 
ping. I can do that when I am a smaller 
organisation. But in a large company... 
Bagchi: Ajit, while I don't question that 
part, if you are communicating to the 
new guy all this stuff on the day he en- 
ters your organisation, it is too much, 
too late. We have to bring this whole 
communication angle, the diversity is- 
sue, making informed choices issues 
much more upstream. 
Ravichander: ...and make it all measur- 
able. 
Gupta: Thank you very much. Its been a 
pleasure listening to your views. i 
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T is generally more profitable to be a | 





leader in a dull industry than to be a 


mediocre player in an exciting one. That | 


is why market leaders often try to discou- 


rage new entrants who could challenge | 


their position. However, keeping out competi- 


tion has been more difficult ever since India | 
abolished industrial licensing. Indeed, lately — 


there have been a number of high profile en- 
trances by new players in such old industries as 
airlines, banking, insurance and automobiles. 
While it is impossible to keep out a company 
that's determined to join your game, it is possi- 
ble to make such a move appear unattractive. 
Consider how the Russians repelled the Nazi 
invasion: they adopted a scorched earth strate- 
gy. The approach may seem irrational, but it can 
be very effective in changing the attacker's logic. 

It's no surprise that leaders — even those in 





humdrum businesses — perform better than | 


followers. A monopolist absorbs the entire 
value created in an industry, while a me-too en- 
trant merely takes a slice of the value pie. Just 
compare the experience of Indian Oil in the re- 
latively mature petroleum industry, versus the 
results of small players in the booming call cen- 
tre business. Leaders exert monopoly power to 
extract value from customers, while followers 
do what they must to survive. Industry attrac- 
tiveness depends on a player's perspective. 
Many of today’s young business managers 
are too young to remember what it was like 
when businesses lined up to get permission to 
enter a business or expand capacity. Life was so 
simple then. Once you had a licence, you didn't 
have to worry much about a new player enter- 


ing the market and reducing margins. Keeping _ 


out new players required no finesse then. 

The subject of new entrants is receiving 
much attention today as both foreign and do- 
mestic players enter markets dominated by 
one or two players. In the automobile market, 
for example, Hyundai and Tata have been at- 
tracted by the size, growth and profitability of 
the Indian small car market. Kingfisher, the 





beer company, has announced plans to enter 
the airline business. Many foreign and Indian 
companies have entered Indias insurance sec- 
tor. The incumbent automotive, airline and in- 
surance leaders clearly failed to convince the 
new entrants that these are unattractive sectors. 

To discourage new entrants, incumbents 
sometimes intentionally appear irrational. 
Imagine a car race where one of the racers is 
known to drive recklessly. Few racers would 
want to enter the race, as it could result in harm 
to their car or themselves. Similarly, few com- 
panies would want to enter a sector where the 
leader behaves in a way that makes the indus- 
try unattractive. It would be wiser for them to 
find a market which is more attractive. 

One very common way to make an industry 
appear unattractive is to over-invest in capac- 
ity. Few companies would like to invest in a sec- 
tor that is plagued with overcapacity. This 
might explain why companies such as Reliance 
Industries have routinely over-invested in ca- 
pacity. Indeed, at least one major international 
polyester player has stayed out of India partly 
for this reason. Extra capacity can be burden- 
some, but it is often better than sharing cus- 
tomers with a new entrant. As the ambitious 
Satan said in Milton's Paradise Lost: "Better to 
reign in hell, than serve in heav'n'. 

Ramping up capacity works well in com- 
modity markets, but not in highly differenti- 
ated product categories. A good example is 
Reckitt Benckiser's, which began distributing 
Veet depilatory cream in Bangalore some mon- 
ths ago. No amount of overcapacity by market 
leader AnneFrench would have deterred Reck- 
itt Benckiser from entering; the two products 
are too different. Not only are their features and 
packaging very different, Veet is also priced 50 
per cent higher and aimed at a very narrow 
market segment. Therefore, before you con- 
sider using a scorched earth strategy, be aware 
of its limitations. It is ineffective against an in- 
vader that has the stomach for a protracted 
struggle or intends to redefine the industry. W 
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| — clear watertight compartments for everyone, and people 
locked into job definitions, designations and a rule book. 

Arjun had joined Gera in 2001, when the Indian consumer 
had turned indifferent and bored, viewing every FMCG offer- 
ing with utter distaste. Arjun knew this bargaining and wooing 
would go on for another five years before any FMCG could 
come up with an all new script. All activity revolved around 
advertising and promotion, and by then, even his distributors 
were cracking jokes about Gemmet. 

Arjuns passion lay in direction setting, in strategic think- 
ing — his opportunity came from A.J.Gera, an NRI business- 
man and a savvy trader in Europe, operating in nine countries. 
Starting life as a small shop hand in Cyprus, Gera turned 
trader and soon accumulated numerous distributorships for 
| small companies in India and around Europe. That was in 
1992-93, a key period in economic history that saw simultane- 
ous liberalisation in two countries, India and Russia, with 
China having stolen a lead. Gera made hay, and when the sun 


Arjun and la ksh have both | shone too hot he also burnt his barns. 


But Gera survived with his business acumen and the sup- 


joi n ed fa m | ly -man aged port of family and friends who dotted India, Europe, Canada 
com pa n les AS th ey try to and Hong Kong. In the ensuing years, Monaco Industries, as 


his businesses came to be called, had Geras relatives placed all 


a d a pt an d C h an ge th e | across his organisational chart. 


And Monaco grew in structure 


syste m , WI | | it r eJ ect the m ? and composition, essentially buy- 
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RJUN Sood did what he had fantasised 
about as a boy: he wrote a question, put it 
into a beer bottle and threw it into the 
ocean. /s there a future for me or Monaco? 
Considering the way things stood at 
Monaco with his CEO Abhinayan 
Gera, probably only oceans could 





produce answers. 

He thought about Laksh, whom he had just 
met at the Mariott. Laksh and Arjun: two men 
brought together by destiny. Both IIM grads who 
worked at MNCs; both gave MNCs a pass in early 
2000 when there was a glut in the market with 45 
brands of everything. Tired, bored, they walked into ' 
the arms of family-managed companies (FMCs). They ~ 
wanted an environment with money, ideas, markets, credibil- 
ity — everything except professionalism — to work on a fabric 
that required a complete overhauling of strategy, system, ^ 
ideas and mindset, which was just what the MNCs had 
groomed them in. 

Laksh joined Hadi Industries (Hadind), a FMC in oils, 
scourers and skin care. Meanwhile in Bangalore, Arjun Sood 
concluded a nine-year relationship with Gemett India, an 
FMCG company, when its growth — along with his career | 
prospects — had plateaued. 

Arjun joined Monaco Industries. (What he called a ‘thali’ 
company; it had a bit of every category in its portfolio: hair 
care, skin, soap, toothpaste, perfume, carpets, kids items...) If 
Arjun joined Monaco, it was to learn everything that Monaco 
could teach, which Gemett did not have. Gemett was like that 
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0 ing goods from Europe for a clutter of dispersed markets in | 


gQ 
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Central Asia, Central Europe, Iran, Iraq, Afghanistan and the 
Horn of Africa. By the late 1990s, he had a few retail operations 
and a diverse distribution business. Typically, he had suppliers 
in Europe and he distributed through a network of sub-dis- 
tributors. Monaco thus became a distributor for a number of 
European companies who wanted to enter the smaller Euro- 





pean, African, Indian and Middle-Eastern markets, but had | 


neither the market knowledge nor the means to do so. 


The 'Monaco-type' products initially gained in volume | 


and enjoyed success, which led suppliers to believe that it did 
not require any major effort to market the products. Equally, 
high profit margins for Monaco dulled the need to adopt pro- 
fessional business practices in areas like supply chain, market 
evaluation and people. Some product introductions failed, 
but these were subsidised by high profits on successful ones. 
The single biggest risk facing Monaco in the early years 
was securing payment from sub-distributors, given the diver- 
sity of markets and economic uncertainties. When payments 
were made, they were often in cash, in amounts that could be 
several years' salary fora sales rep. This was the reason for Gera 
preferring to hire trusted relatives and friends with ‘contacts. 
Shortly after joining, Arjun had plotted Geras managment 


religion: information is power, people can't be trusted, in the | 


long-term we are all dead. Arjun had the choice of proving 
Gera wrong or accepting his management religion and work- 
ing within those boundaries. As he told Laksh later: "Bottom 
line kya hai? One wants the various experiences of hair sprays, 
cockroach killers, global distribution systems, travel, opportu- 
nities to teach and train. ..hai na sab kuch? Why complain?" 


Yes, there was Gera — a good man, distanced boss, tough | 


businessman, reluctant leader and tight fisted. And there was 
Arjun — mild and a serious thinker, who wrapped his ideas in 
caviar and cream and dealt it to Gera like a good butler. 


LL Gera's decisions were made on the pivot of his 
basic philosophies, which led to a family-centric 


background. But Arjun underplayed that power; he knew 
Gera's risk aversion kept him bound to the short-term. Arjun 
decided it would be better to accept this strategy upfront and 
maximise short-term profit rather than suffer losses when try- 
ing to adoptlong-term policies with a short-term mindset. Yet, 
using his key mantra of'cut losses, Arjun got Gera to think a bit 
differently, such as: make sure revenues exceed cost for all cat- 
egories, keep a cap on total stocks, phase out slow-moving 
products, milk cash cows aggressively, seek out 'short-term 
profit boosting' opportunities with limited liability, and lastly, 
work with a smaller but more skilled team for core functions. 
It worked for both. For Gera, it assured him he was getting 
valuable MNC advice; for Arjun, it allowed the flexing of his 
strategic management brain cells. Quickly weaving together 
the mantras of cost efficiency, cost cutting, profit maximisa- 


| tion (a term Gera loved), Arjun persuaded him to enter into 








top management heading all functions that would © 


not share information on clients or prices and mar- 
gins with employees for fear of it getting leaked to rivals. Data 
was supplied on a strictly need-to-know basis. Managers 
operated in compartments so that, say, the commercial head 
would place orders to the London office without knowing the 
price of those items. The sales team would not know what new 
item they were going to be selling until it arrived. 

The reason for all this, felt Arjun, lay in Gera's risk aversion. 
Unsure of his markets or the sustained interest of his suppli- 
ers, he believed that a crisis could always occur in his markets, 
given their state of evolution and an absence of systems and 
order. Therefore, he did not invest in any fixed assets, nor 
spend on advertising and promotion. Thus everything was 
leased, and not purchased. The result was an emphasis on 
short-term returns; no money was spent on new brand 
launches in the belief that each brand had to earn its keep 
from day one, Profit expectations from each brand were also 
set at high levels to subsidise brands that flopped. 

Arjun had to crack all these beliefs one by one, so as to cut a 





. Gera that quality control and re- 





safe road for himself and Gera. Thus, despite his risk aversion, | 


Gera heeded Arjun's advice because he came from an MNC 


contract manufacturing for suppliers of core products like 
hair and body care through small joint ventures in Turkey and 

Nigeria — two hubs that would feed the regions using 
third party (3P) capacities. Yet, knowing what 3P 
manufacturing involved, he cautioned 


















sponsibility assignment were key. 

Gera was not a hands-on 
leader, but he spoke to Arjun 
and Gurdeep (the divisional 
head of Kidstuff, a range of 
school items) as often as he 
found himself in airport lou- 
nges, which was almost every two 
days. Gera also spoke directly to Ar- 
jun's sales manager and told each one 
that their talk was confidential. As a re- 
sult, no one knew what the other had 
been told, Sales managers also got differ- 
ent salaries and perks. This was a huge is- 
sue with Arjun, who had a tough time keep- 
inghis sales people enthused and performing. 

The choice, therefore, was to pay the staff 
well, but they were not skilled enough or academi- 
cally qualified. Now, if Arjun looked for those qualities in 
the markets of Central Europe or Africa, he was not going to 
find many, or if he did, they would cost more than Gera would 
pay. “I want to recruit fewer people but pay them better," said 
Arjun. “Now, of course, Gera does not want that. It is really a 
fine balancing act to keep him happy and get the team I want 
ata salary that is right, and within our overall budget too!" 

So it was that one day Gera called Arjun and Gurdeep for a 
meeting. "Sales are down 8 per cent against targets," he began. 
"What are we doing about it?" 

Arjun repeated his old refrain: “Our retail needs a complete 
overhaul, as we barely understand the basics of dealing with 
large retailers. Also, distributors are questioning our commit- 
ment to our brands since we aren't investing in promotions. 


| For us to be credible, you need to tell distributors about your 


vision, not just for our brands, but the company..." 

Gera replied: “I'm not interested in reports or talk,but 
action. You are responsible for sales, make it happen. If retail is 
a problem, train the sales guys! Second, we ve got this Hadind 
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chap coming next week. Make it clear to him that we cannot 
make any commitment on volumes, since he has not been 
open with us. He must increase our margins, 10 per cent is not 
enough. I'm not interested in the business for anything less 
than 20 per cent. However, let's try and get some funds from 
him for promotions. What do you think?" 

Said Arjun: "We can adopt a low-cost model where we or- 
der what we want and sell for a 10 per cent margin to loyal cus- 
tomers. On money for promotions, it will be tough, we are al- 
ready late in paying him." Ignoring that, Gera turned to 
Gurdeep: "On Kidstuff we are far below target. It is not enough 
just to sell in our shops, we need to get into regions and into all 
retail chains. If Toyz is selling gray products, we must hit them 
on price. I lowered the prices 10 per cent as you asked! What's 
the problem? If the sales manager is not performing, sack her. 
But I must see growth!” 

Gera left, and Arjun and Gurdeep repaired to a local pub. 
“If I can't succeed — after an IIM and almost 10 years with 
Gemmet — it is embarrassing," said Arjun. 

Gurdeep nodded: "If our employees 
can't grow, nothing can change. To- 
day, he talks of Kidstuff's reach. 
A Itwas his idea to keep it exclu- 
sive to our stores, but we nee- 
ded to push the brand in other 
channels long ago! We should have 
built distribution from scratch. In- 
stead, all we sold to Toyz, and let 
them sell to stores. Eventually, Toyz 
imported directly and it’s now un- 
dercutting us on price! And face it, 
their sales people focus on toys and 
are better at selling to the toy trade.” 
Aware of Gera's short-term focus, 
Gurdeep felt it was better to treat this 
as a profit maximisation opportunity. 
"Find a price to give us maximum profit 
and buy just enough to keep the principals 
happy. In fact, get out of our exclusive distribu- 
tion contract. That way we buy only the SKU's we 
need, keep inventory low and focus on fewer accounts 
to service better." 

Talking about stocks reminded him that Laksh was arriv- 
ing the next day, and wanted to see their warehouse. Arjun 
winced and said: "It's a badly run warehouse. We stock too 
much, so we want higher margins. We cut costs by using un- 
skilled labour to run the warehouse, but we are paying a bigger 
price in terms of damaged goods due to faulty loading and ex- 
pired stock because the FIFO norm is not being followed." 














T'S now time to meet Laksh Raj from Hadind. He left Tef- 
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fer India out of sheer boredom. Laksh didn't want to be | 


stuck selling soap and toothpastes all his life. “There's life 

outside the bathroom," he said. He didn't get very far 
though. He met Altaf Hadi, owner of Hadi Industries, a signif- 
icant player in scourers, cooking oils and some skin care. Altaf 
and Laksh spent many afternoons discussing how profes- 
sional management could be woven into Hadind, and Laksh 
agreed to join as vice president (business development). 


Hadind, too, had a number of family members heading 
critical functions. Altaf liked all his uncles and cousins, but he 
was unable to get work done, which is why he hired Laksh. 

Hadind had been exporting its Scrub Scourers through 
Monaco, which was its distributor. All was fine until import 
duties suddenly rose in Central Europe, affecting the low- 
priced Scrub. Monaco was forced to pass on the duty increase 
to customers, as its own distributor margins were low. When 
Scrub5 importing rivals were quickly looking for local manu- 
facturing options or cutting their margins to buffer the price 
increase, Hadind blamed Monaco for not being proactive, 
then pushed more stock onto them. As Arjun watched with 
dismay, Hadind appointed two new distributors who agreed 
to work for lower margins. Arjun was surprised and said to 
Laksh: "Import through dubious channels is a short-term op- 
tion and an extremely high risk one. Moreover, while business 
with high volume customers could be done with low margins, 
it requires higher margins to sustain a presence among your 
numerous low volume customers and to enter retail chains." 
And Gera added: "If Monaco has to drop margins to match 
others, this business won't be interesting.” Arjun agreed. 

But Hadind went ahead. Soon, lower priced imports hit 
the Central European markets, Monaco, stuck with high-cost 
inventory, saw a slump in sales. Monaco dropped prices to liq- 
uidate stock. Two months later, the new importers realised 
that low priced imports could not be sustained. They stopped 
ordering goods. Hadind, in a bid to contain costs, stopped all 
plans to extend advertising and reduced promotions. A des- 
perate Arjun called Laksh: “This is not the time to cut back on 
advertising!” But back in India, Hadind rapped Laksh on the 
knuckles for not meeting export targets. 

This was the background for the meeting between Laksh 
and Arjun at the Marriott. “Arjun, if this was Gemmet, how 
would you view this? It is difficult for a professional to adjust to 
a non-professional environment. At the end of the day, my 
CEO wants results, not some fuzzy logic about building future 
equity. But tell me, do you want to continue business with us?” 

Arjun replied: “You tell me. You appointed new distribu- 
tors without consulting us. You too are in an FMC, you know 
egos are involved; this should be sensitively handled. And of 
course, you appointed these guys knowing we were sitting on 
high stock. Now there is a price war!” 

Laksh groaned: “You have no idea what pressure | am un- 
der to show results. The brand requires push! Push requires 
you to stock aggressively and keep your team charged!” 

“Those come with a price tag,” said Arjun. “Your new dis- 
tributors have no infrastructure; they can manage on 10 per 
cent margin, we can't. We can too, but then don't expect us to 
invest in the brand or even be terribly excited about it. Yes, in- 
creasing volumes is a valid objective to pursue, But all you 
have done is split the pie without increasing its size!” 

“I will discuss this with Altaf,” agreed Laksh, “but I'm more 
convinced that we must start local manufacturing. Let me at 
least take back news that you are ready to manufacture for us.” 

Arjun winced. Monaco had enough to cope with without 
manufacturing for Scrub. But he said: “Honestly Laksh, our 
main lines are cosmetics, hair care and hygiene. There are oth- 
ers with available capacity for scouring powders and cream. 
Have you explored them? We are distributors, not manufac- 
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turers. Yes, we have taken a stake in local plants forsome ofour | 


core brands. The guys running these plants are hired by our 
suppliers, they know their product and technology. But I don't 
want to extend this concept to mean producing everything! 
Besides Laksh, is Hadind prepared for what this involves? It 
means contract manufacture in a new country — can you af- 


ford a fancy plant manager? If not, is it sensible to leave issues 


like quality, purchasing, etc., to us? Will Altaf be ready to do 
share formulations, processes, costs with us? Finally, this will 
take at least a year. Will you have a scourer to sell by then?" 

“Will Ibe around by then ?" said Laksh ruefully. 

"And will I?" wondered Arjun. 

Later that night, Arjun told Gurdeep: “Hadind always 
changes strategy without examining why the old one went 
bust. Laksh said nothing about promo budgets or advertising. 
Instead his stance now is: ‘If we can't manage topline growth, 
let me at least deliver bottomline.’ Laksh has fallen victim 
to the FMC mindset, poor chap. Now he wants local manu- 


| 


facturing . What he doesn't realise is that each time they are | 


slow to react. We proposed local manufacturing when the 
duties shot up. But they preferred multiple distributors. Rival 
foreign brands had a contingency plan: when prices in- 
creased, they took a hit for six months with their distributors 
and, alongside, set up local plants. Now 
it's too late for Scrub! 

*Hadind's problem is their culture, 
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and that's Gera's problem too. Laksh has to visit the European 
markets, Europe's expensive but they don't give him enough of 
an allowance to travel. They want him to economise on his 
phone bills. That's really tying his hands! For the time being, I 
will accept what cannot be changed and change what can be 
done with least resistance. Aur kya karoon?" 

“Why do you continue with Monaco?” asked Gurdeep 
suddenly, “For the learning,” said Arjun. “I knew nothing of 
categories like hair spray or room fresheners before coming 
here. Or even retail. Retail chains are so much more evolved 
here compared to India, where foreign investment is not al- 
lowed in retail. I have a great opportunity to work with these 
chains. Of course, the rate of learning will decrease, and in a 
year this will be less ofa reason to hang around. 

"Besides, here, heading a business means doing things 
that have an immediate impact. At Gemmet, you don't get to 
decide about starting a product or changing trade terms or, for 
that matter, changing the perfume in a soap. As long as I am 
able to add value — both perceived and real — I will continue. 
Plus, Monaco teaches me organisation. | took a while to see 
life from Gera's perspective. For instance, it is all very well to 
say we must advertise. But it is Geras money on the line — can 
we guarantee he'll recover the cost ? At Gemmet, I was used to 
dipping into a generous advertising budget and then blaming 
the agency if the ad did not work. Thinking like and for an 
‘owner is a different perspective in a FMC. Then again, most of 
oursuppliers are so short-term in their thinking and so unwill- 
ing to invest here; why expect Gera to think long term?" Asked 
Grudeep: "Does that mean Monaco wont last long?" 


JUN replied: “It will survive till Gera decides 
the reward is not worth the risk of his invest- 
ments. So we either increase reward or reduce 
risk. We can increase reward by carefully 
sourcing, launching new products or growing our ex- 

isting brands. This isn't happening. Or we can cut cost 
through regional manufacturing, but that increases 
risk even more! Exiting the business is no sweat. Ideally, Gera 
should sell it off fora good price. But the problem is we have no 
major assets, even in terms of long-term distribution agree- 
ments or a distributor base that is worth mentioning!” 

“So, if Monaco does nothing, it will die a slow death, then?" 
wondered Gurdeep. 

Arjun smiled: "In the meantime, we cut operating costs by 
shutting unviable warehouses, optimising inventory, having 
fewer but more accountable people, and rationalising our 
portfolio. We put our resources into a few brands most likely to 
succeed. But, this will require a sea change in our thinking, 
which has always been 'have a big assortment. That way you 
stay alive and profitable longer, and can take conscious deci- 
sions rather than having the market deciding for you." 

A slow smile spread over Arjun's face as he recalled his 
whole situation. Monaco was like one of those deep organisa- 
tion behaviour cases at IIM, where after a five-hour debate, his 
roommate would yawn: “Bhai, moti baat batau... problem kya 
hai?’ And now he said aloud: "Problem yeh hai: what is the way 
ahead for Gera? I really want to carve a good path for him. He 
is a decent guy. Is my approach right? Should Monaco have à 
long-term strategy, and how should one structure that? — Wi 
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' analysis 1: Robin Banerjee > »ž 2) 


study the profitability of different prod- | Employee Quality: The recruitment 
ucts and eliminate the unprofitable un- | training and compensation practice 
less there is a very close strategic fit. need to be studied and benchmarke: 
| Stocking Patterns: Holding stocks ties | withlocal and industry standards. Bein; 
up crucial cash and working capital. a family-managed company, this ma 
Just-in-time stock management needs | be difficult to implement given tha 
to be followed. All stocks need to be seen | many relatives are working in the firm. 
vis-a-vis the number of weeks of ‘cover’ | Market Research: It is important to finc 
(perhaps a standard of three to four | the market requirements and where th« 
weeks cover should be adequate forim- | ‘gaps’ are. Even a dip-stick study involv 
ported goods), and any excess stocks | ing a small number of potential cus: 
. should be returned or disposed of. tomers would help to structure the 
Advertising: Market offtake and growth | product mix towards customer needs. 
is dependent upon product aware- Pricing And Customs Duty: Pricing o: 
ness and consumer knowledge. Either | imported products is in many cases de- 


| the principals must be motivated to pendent upon local import duties. If du- 

, spend money on advertisements, or | ties go up, local manufacturers get ar 

Monaco has to set aside part of its advantage. If duties are reduced, then 

m revenue for ads. No ad spendsisarecipe | products, hitherto costlier, get im- 











for disaster. | ported. Portfolios should be scanned to 
| Monaco should take the following | see the vulnerability of the existing 
steps in the medium- and long-term: product range to customs duties. 





_ Distribution Network: The key compe- | Commissions: Monaco should find the 
_ tency of the company is its distribution | best commission structure for its vari- 
Theauthor is executive director (finance) | network. It needs to study the offtake | ous products. If a product turns around 
Thomas Cook India. Earlier, he was | fromthe existing distributors. If the off- | once every 15 days, even a 1 per cent 
managing director and CFO for Ispat | take is not satisfactory, it should look | commission would result in a 24 per 
Germany GmbH in Duisburg, Germany. | into the reasons why. These reasons | cent annualised return. Just because a 
may include inadequate display, im- principal is not giving 20 per cent com- 
ONACO is a distributing | proper stacking, wrong pricing, etc. It | mission does not mean that the product 
company involved in buy- | also needs to enlarge the distribution should be rejected. 
ing and importing goods | networkto reach a larger number of po- 
from various manufactur- | tential consumers. Strategy For Hadi Industries 
ers and distributing them through | Contract manufacturing: Manufactur- | Hadi isa manufacturing company ex- 
several outlets, whether owned or oth- _ ing, not being Monaco5 core compe- porting its goods. In addition to the op- 
erwise. It does not have its own brands, | tency, may pose a problem in terms of | tions listed for Monaco, Hadind should 
and its profitability flows from the com- producing quality products at an opti- | haveavoided the following pitfalls: 
mission it earns from its principals. mum cost structure. If there is poor | Transparent Communication: Hadi 
Monaco has the basic problem of quality of packaging or other attributes, appointed new distributors in a country 
identifying its short-term profit objec- | the sales may suffer. where Monaco was present without 
tives vis-à-vis a long-term strategic in- communication. This is avoidable. 
tent. The CEO is risk averse and tends to Dumping Stocks: Hadi inappropriately 
overlook the medium and long-term dumped stocks on Monaco. 
strategic steps to keep the organisation Exports And Budgets: Hadi does not 
ticking. The company's sales are provide adequate budgets to its sales 
falling and a change in import duty manager, Laksh. Also, Europe is ex- 
structures will affect the viability of pensive and the principals must 
distributing certain products. realise first-hand that sales there 
Monaco needs to take some of do not come cheap. 
the following steps to rejuvenate Product Quality: Hadi must have 
itself in the short-term: quality that will match the high- 
Product Rationalisation: Mo- estlocal standards. Local contract 
naco is involved in distributing all manufacturing, if any, should not 
types of products, from personal be a knee-jerk reaction. 
care items to kids items. The distrib- In short, both suffer from short- 
ution outlets, modes of transportation term views of maximising cash prof- 
and strategy are different for these cate- its. They should focus on long-term core 
gories, as they are meant for different competencies, brand-building, market 
customer segments. Monaco should research and good HR practices. a 
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The author is the managing director of 
Intrim Business Associates, a manage- 
ment consultancy firm. 


HEN you are up to your 
neck in a swamp full of al- 
ligators, it is easy to forget 
that the real objective was 
to drain the swamp. Arjun Sood finds 
himself in such a situation. Having 
joined Monaco with the twin objectives 
of learning a wider gamut and teaching 
the family-owned company (FMC) 
processes and systems, he has got 
bogged down in the daily morass of 
short-term planning and loose ac- 
countability levels. Arjun is waiting for 
the organisational alligators. 

The way out is to think calmly. Cur- 
rently, he seems to be searching for what 
he can ‘do’, and that is his mistake. For 
most executives from MNCs, strategy is 
about deciding what ‘to do’ since what 
they want ‘to be’ is already well-defined. 
For an organisation like Monaco, the 
key is: what do they want to be?” 

From the case study, it appears that 
Monaco wants to be a profitable sup- 
plier of appropriate consumer products 
for sources from around the world to re- 
tailers/ distributors around the world. 

The implications of this statement 
are immense, and it will shape the way 
that Arjun proceeds. 

Short-term results are key to Mona- 





COS success and act as its source of 
competitive advantage — this flies in 
the face of Arjuns MNC experience. 
Monaco needs to understand demand 
trends and then take action to source 
the products. This implies a mortality 
rate of product lines, which is different 
from the MNC philosophy of investing 
in lines until they work. Also, cost-effec- 
tiveness is the key to Monacos competi- 
tive advantage, so brand building is not 
its strategic goal. And, since effective 
sourcing and delivery around the world 
is its value proposition, long-term sup- 
ply chain partnerships are not a key 
business goal. In fact, constantly shift- 
ing sourcing and markets is key to its 
sustainable business advantage. 

To put it in a framework, Monaco is a 
'time paced' organisation whose key 
business is to juggle products, markets 
and sourcing. Compared to his MNC 


ness. They should create a process for 


| constantly keeping tabs on markets and 





days where ‘key events’ are used as | 


levers of growth (an ‘event paced’ organ- 
isation), the FMC companies like 
Monaco work to a time rhythm. 

Does Arjun have a place in Monaco 


in this context? Yes, he does. First, he has | 


to understand that the rules of strategies 
in a time paced organisation are about 
enhancing the entropy of the system 
rather the reducing it. Entropy is a term 
used to define the randomness of a sys- 
tem by physicists. The key thing for 
Monaco and its business partners is to 
understand that high entropy is a strate- 
gic advantage of a time paced organisa- 
tion, and not its weakness. Business 
partners like Hadind need to service this 
need rather than react to it. It is Arjun's 
job to convince them of the same. 

Entropy means flexibility. Monaco 
needs selling and buying contracts 
which are value-based and not product- 
based — product lines can change but 
the value goals will be contracted. 

What can Arjun contribute to 
Monaco? Lots. His knowledge of pro- 
cesses and his logical thinking can pro- 
pel Monaco forward. His first contribu- 
tion will be to act as mirror to Monacos 
internal and external stakeholders and 
tell them what they really are and what 
they should be. He should emphasise 
that success for Monaco' unique busi- 
ness model means constantly develop- 
ing these key competencies: 

Market Forecasting: In a sense, they are 
in the fashion end of the FMCG busi- 
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anticipating key trends, as well as 
searching for the best sources from 
around the world. This is the key to 
Monacos profitability and getting stuck 
to suppliers is not in its best interest. 
Contract Flexibility: This would allow 
partnerships based on total business 
value and not based on product lines. 
In a sense, Monaco is in a retailing 
business where it should sell what a 
customer wants. 

Finacial Support: A robust financial 
support system would make cash avail- 
ableforfresh opportunities. Arjun has to 
explain to Gera that there has to be a war 
chest not for brand-building, but for 
regularly seizing opportunities when 
they come. This has, in fact, been the 
secret to Monacos success. 

Cost Effectivness: A process for remov- 
ing unprofitable businesses at regular 
intervals has to be set up. 

Organisation Structure: Monaco 
should create one that is not hierarchi- 
cal, but like a double helix DNA mole- 
cule. In this structure, one spiral focuses 
on markets and sourcing, and the other 
focuses on removing unprofitable lines 
and cash controls. There has to be a two- 
member team structure at all levels. A 
close analogy is the military police 
model, which works in teams of two. 

For Arjun, it is not about copying 
MNC's processes of brand-building, 
supply chain management, etc. It's 
about introducing relevant concepts 
from Monacos unique point of view. 

There is one more issue, values. It is 
important to ensure that Arjun’s per- 
sonal values do not conflict with Mon- 
acos values. The entropic time paced 
organisation should always reserve the 
right to change agreements with part- 
ners, and should frequently do so. If Ar- 
jun is uncomfortable within such an en- 
vironment, then Monaco is not the 
place for him. 

However, by his own account, work- 
ing in such an environment is precisely 
the skill he came to acquire at Monaco. 
So as long as Monaco is not blatantly 
cheating its vendors or customers, | see 
no conflict in Arjun still continuing here. 
On balance, Arjun needs to clarify for 
everyone what Monaco needs to be. The 
answer is clear: go for it, since fortune 
favours the brave. w 
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quite an impressive tangle. Comple- 
mentary, supplementary or com- 
peting, replacing or overlapping, in- 
teroperable, faster, wider, mobile, last mile — 
whatever they are, they're certainly not easy to 


wires, wireless technologies can be | 
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Wireless to 





which will communicate with a receiver at tł 
subscriber end. WiMax can easily be used 
deliver broadband to offices and homes, and 
even more ideal for places like campuses. In I: 
dia, where several pilot projects that use WM; 
are already on, it's hoped that the technolo; 


| will bridge the Digital Divide and help brit 


map out clearly. Especially when they havent | 
yet become part of everyday life for, or even ex- | 


especially when they're hyped to an art form 


| before they're even here. 


While the jigsaw puzzle of wireless tech- 
nologies sorts itself and its standards out, let's 
look at the promise of one of the current 
favourite W's. WiMax is a close relative of Wi-Fi 


IEEE 802.16 standard. (Now there's a mouthful 


| for you.) What WiMax does is to blanket large | 
| areas with an extremely fast Internet connec- 


tion. Wi-Fi gives you hot spots with a range ofa 
few hundred feet, but WiMax takes high speed 


Internet access across 30 miles or so. The 140 | 
| companies, with Intel heading the lot, that back | 


this technology feel it will revolutionise broad- 
band access. But to understand WiMax, you'd 
have to go beyond the image of a suave execu- 


tive sitting happily wireless at Starbucks with | 


his notebook, or some cool dude standing at 
Times Square downloading music on to his 
PDA from the ether for no particular reason. 
Though WiMax is a wireless technology, it 
isn'ta truly mobile one, meaningit isn't so much 


| about being on the go connected. WiMax is re- 


ally a metropolitan area network and a very 


| good last mile technology for distributing the 


signal. Not only does it allow users to connect to 
the Internet easily and at high speed, but also to 


| take broadband to reach out to underserved 
users without having to dig and lay wires, which | 
| is costly — and, in this country, usually a holy 


mess if at all. In this sense, it's an alternative to 
DSL and cable. Typically, there'll be a base sta- 
tion (maybe mounted on someone's rooftop) 


| perienced by, most of the world. And double- | 


connectivity to rural areas where fixed infr 
structure would take years to arrive. 

Intel, the main backer of WiMax, is hopi 
to be at least as successful with it as they ha 


. been so far with Wi-Fi. Intel president Pe 


| and it's a high-speed wide area broadband | 
wireless networking technology based on the 


Otellini says we may well be on the cusp o 
WiMax era or a 'broaderband' era, and tt 
Wimax could be to DSL and cable what cellu 
was to landline. Some predictions say that V 
Max is all set to become the third most-ust 
high-speed Internet access technology af 
DSL and cable, though it could also suppleme 
such technologies. It can work as an extensi 
of Wi-Fi and as a backhaul for Wi-Fi hotspots 

WiMax equipment is already in the maki 





Notebooks with integrated WiMax will still té 
a while to turn up — perhaps 2006. The te 


nology may start out expensive, beginningw 





enterprises and implementation in the 
| cities, but will be effective and cost effici: 
when it leapfrogs more expensive soluti 
and reaches out to more and more users. 
course, WiMax isn't without its critics who : 
| first and foremost, hype-fatigued and war 
promises from the companies that stanc 
gain from the market expansion. There's 2 
the usual worries about the availability o 
censed spectrum and related issues. TI 
there's already a welter of technologies t 
compete with WiMax, and offer mobility. 
While elsewhere, WiMax may be about 
next wave of personal productivity with conr 
| tivity anywhere anytime, in India it will be at 
access in the first place. More than the cooli 
and convenience of being wirelessly wired 
| us it's about a technology, not any sort of m 
in itself, that can be implemented to make a 
| ference that'll be nothing short of magical. 
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BROWSING 
Dharni P Sinha 


Chairman, Cosmode 


RECENTLY, I read three interesting 
books, two of them autobiographies: 
ACABINET SECRETARY LOOKS 
BACK by B.G. Deshmukh and JOUR- 
NEYS THROUGH BABUDOM AND 
NETALAND by T.S. Subramanian. 
While Subramanian provides an 
ethnographic account of the districts 
that he served, Deshmukh tells sto- 
ries about tribal people. They both 
talk about corrupt politicians, de- 
moralised civil servants, and those 
who sold their souls for minor gains. 
I wonder how wisdom dawned on 
them only when they retired, not 
when they were in service! 

The third one is Sandipan Deb's 
THE IITIANS. I read this to under- 
stand how an institution acquires a 
global brand and how an entrepre- 
neur operates in the new economy. 

Generally, I pick up the latest 
books on management and those 
which deal with thought leaders. M 


ALERT 
Candy Freak 


Steve Almond 

(Algonquin Books of Chapel Hill) 
A DELECTABLE confec- 
tion from a man who con- 
fesses that he has eaten 
candy every day of his 
life and “thinks about 
candy at least once an 
hour”. This passion 
takes Almond to chocolate fac- 
tories, where all is not sweetness 
and delight, and to unwrap the 
story of American candy history. ll 





ANUP JAYARAM | 
S the world running out of oil? And 
how soon? What will those coun- 
tries heavily dependent on im- 
ported oil do when supplies run 
out? These are the troubling ques- 
tions that Paul Roberts raises as he 

presses home the inevitability of oil pro- 

duction tapering off. 

For more than a century, global oil 
production — the number of barrels 
that can be pumped out of the ground 
— has risen in what he says is near- | 
perfect step with world demand. 
Even today, demand hovers around 
29 billion barrels, as does production. 
In another 15 years, however, dem- | 
and could well be in the region of 45 | 
billion barrels a year. Will oil comp- 
anies be able to meet this in- 
creased demand? 

At some point, prod- 
uction simply wont be 
able to match demand, 
warns Roberts. “Oil is 
an exhaustible resource: 
The more you produce, 
the less remains in the 
ground, and the harder it is 
to bringup that remainder. 
We won't be 'out of oil'; a 





SELECTION 


Multi-lingual 


tongue twisters . 


PN oh tees Benjamin Lee Whorf 
and Edward Sapir proposed in the 
1930s that language not only influ- 
ences thoughts, but also determines 
them. Since then, socio-anthropologists 
have been locked in a heated debate. 
Chilean author Ariel Dorfman's car- 
pentry teacher unwittingly joined in 
when he chided a young Dorfman, who 
had just smashed something, for saying 
“It broke", instead of “I broke it". The 
teacher ranted that his country's ills 
-flowed from the people's reluctance to 
speak in the active voice. Now Dorfman 
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vast amount will still be flowing — just 
not quickly enough to satisfy demand. 


And as any economist can tell you, 
when supply falls behind demand, bad 


things happen." 

Its a simple warning that has, 
perhaps, lost its urgency, because oil 
companies always seemed to discover 
huge new fields. Truly big oil finds, 
however, are now hard to come by. The 
last big one was Kazakhstan's Kash- 
agan field, with an estimated capacity of 
55 billion barrels, some years ago. But 
with prices scaling $53 a barrel, the 
world is being forced to take a very hard 
look at this diminishing resource. 

While global oil production is ex- 
pected to peak in the next 20-25 years, 
for theWest the bigger question is; when 
will supplies from non-OPEC countries 
hit the peak? This 


THE END 
OF OIL 

On The Edge Ot 
\ Perilous New 
World 


By Paul Roberts 
Houghton-Mifflin 


— and 14 other writers with diverse 
mother tongues who choose to write in 
English — have entered the fray over the 
importance of language as well. Each 
recants their story of taking to English. 
Wendy Lesser, The Threepenny Re- 
view editor who commissioned the es- 
says, prudently ignored some of the 
rules the book is built on. So she has 


THE GENIUS 
OF LANGUAGE 


Edited by Wendy 
Lesser 


THR REOR 


Pantheon Books 


Pages: 241; 
price: $23 
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eventuality, which could change the 
energy balance for all times to come, 
may occur as soon as 10 years from now. 
And it's an eventuality that is filling the 
West with dread. For, OPEC, the cartel of 
the world’s leading producers, primarily 
the Arab countries, is not known to har- 
bour any pro-West sympathies. 

Roberts divides his engrossing book 
into three parts. The first part is essen- 
tially an account of how the US man- 
aged to get a hold on Middle East oil, 
while the second part deals with the 


| 


strains posed by increased demand : 
from China and the increasing cost of - 


producing oil. The last section explores 
ways of ensuring energy security. 

If oil supplies are getting exhausted, 
the most obvious thing is to find sub- 
stitutes. But that is easier said than 
done. The big advantage that oil has 
is the vast infrastructure that is in place 
to refine, transport and market it. 
Changing that infrastructure will be 
difficult, extremely expensive and time 
consuming. Besides, the potential of 
the alternative sources have proved 
disappointing so far, although a lot of 
people are betting on hydrogen as the 
next miracle fuel. 

The next energy economy, bel- 
ieves Roberts, will be a hybrid of sorts: 


taken Dorfman, who re-learnt Spanish, 
Amy Tan, who learnt Chinese and Eng- 
lish together, and James Campbell, who 
can't speak Scottish, but understands it. 
The other rule — that they should be 
writing in English now — has one notable 
exception: Ngugi wa Thiong'o of Kenya. 
After gaining acclaim by writing in Eng- 
lish, he reverted to his native Gikuyu 
when Kenya's post-colonial, Anglophilic 
government outlawed the language's 





a broad portfolio of energy sources that 
will include wind power, solar, fuel 
cells, clean coal and perhaps even 
nuclear energy, if safety and prolif- 
eration issues can be addressed. He 
doesn't rule out the possibility of new 
technologies that are not even on the 
drawing board at the moment. But his 
central message, especially to America, 
is that at some point, innovation itself 
may not be enough; the world will sim- 
ply have to learn to use less energy than 
it does currently. 

Roberts is highly critical of the en- 
ergy illiteracy in the US. Public aware- 
ness about energy issues is limited, and 
all gains made in the wake of the 1970s 


t de of black gold 


PAUL ROBERTS has written for 
the New York Times Magazine 
and is a regular contributor to 
Harper's Magazine. A long-time 
observer of both business and 
environmental issues, Roberts 
is an expert on the complex 
interplay of economics, tech- 
nology, and the environment. 
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Americans to experience a 
fresh jolt on the energy front. 

Not surprisingly, a large 
chunk of the book is devoted 
to China, which is guzz- 
ling 2.2 billion barrels a 
year and is the second largest 
consumer of oil after the 
US. China's car boom could, 
in fact, upset all calculations of en- 
ergy demand made in the past. In re- 
cent years, its consumption has been 
galloping — a classic example being 
Shanghai. In 1995, 64 per cent of 
Shanghai either walked or used bic- 
ycles. Cars accounted for just 5 per 
cent. By 2000, cars had tripled to 15 
per cent. By 2020, cars are expected to 
account for 50 per cent of Shanghai's 
personal transportation. 

Thanks to demand from China 


| and India, whose economies are grow- 


oil shock have been undone. While elec- | 


trical appliances at home are energy ef- 
ficient, the houses are much bigger and 
the newer vehicles, SUVs in particular, 
are gas-guzzlers. One cannot escape the 


feeling that Roberts would like the | 


Aim high, 
buy low 


UY stocks now. You can't 

time the market, so hold 
for the long term. And my 
best advice is to buy my fund. 
This has always been the ad- 
vice of Wall Street. The advice 
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ing faster than anticipated, the new 
oil finds in places like Angola, Nigeria 
and Russia are being sucked out quicker 
than ever. 

However convincing The End of 
Oil maybe, there is no certainty that 
the world will be frightened by Rob- 
erts' dire predictions. There is always 
the hope that another oil find will 
keep us afloat. " 


and you are down 15 per 
cent, you're still down! He fo- | 
cuses on research which 
shows that price-to-earnings — 
(P/E) ratios improve as infla- 
tion or deflation moves to- 
wards price stability. Since 
the economy is now close to 
price stability, the P/E will 
fall with the inevitable cha- 
nge as inflation rises or falls 
into deflation. He argues that 


formal use. Thiong'o helped establish a 
completely new written literature. 
Though experts have challenged 
Sapir and Whorf over the years, recent 
research, notably by Peter Gordon of 
Columbia University on the Piraha tribe 
of Brazil, suggests that they were right. 


has been wrong about half the time. In 
BULL'S EYE INVESTING (John Wiley & 
Sons), John Mauldin shows that the av- 
erage cycle of a secular bear and bull 
market is 28 years. If you are retiring in 
10 years, then why plan for the long 
term? Mauldin calculates that we are in 


inflation has never been stable at 1-2 

per cent for a decade, and is, therefore, 
likely to move either way. The essence 

of the book is a focus on absolute re- 

turns. Buy specific stocks, not the whole 
menu, and look for dividends. Buy 3-5- l 
year bonds, and as interest rates rise, | 


So does this remarkable book. the first phase of a secular bear market. | lengthen the maturities. 
So, to look at relative returns would be ASH AGGARW 
EUER 1. os o AMITAVA SAR disastrous. If markets sink 20 per cent noo —————— 
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ber and took a decision on Press Note 18: it 
decided not to decide. The indecision was a 
foregone conclusion. For the Communist 
Party (Marxist) had come out in favour of re- 





taining the Note and the bureaucrats were not going to | 
take a position on an issue that had become political. The | 


sad fact is that the bureaucracy has been assiduously 
politicised in recent years. Senior bureaucrats have been 


chosen for their sympathy with or subservience to the rul- | 


ing party’s interests, and given to understand that insuffi- 
cient sympathy would have unpleasant consequences. 
The Prime Minister has tried, since he took over, to over- 
turn this legacy and restore to the bureaucracy its basic 
function, which is to decide 
without fear or favour. But fear, 
once it sets in, is difficult to re- 
move. So for better or worse, 
the Prime Minister will have to 
decide on Press Note 18. 

The Note is a product of 
lobby politics. Under the re- 
forms of 1991, of which Man- 
mohan Singh was the chief 
architect, the Congress gov- 
ernment removed controls on 
import of technology, threw 
open many industries to the 
entry of fully owned foreign 
subsidiaries and removed the 
approval requirement for 
foreign direct investment as 
long as it was within policy pa- 
rameters. It thus removed the 
need for forced marriages amongst Indian and foreign 
enterprises that previous policies had imposed. Earlier, it 
was common for Indian industrialists to keep a watch on 
new products whose imports were growing. When he 


found one, an industrialist would tell the government he | 
was going to produce it, and get its imports banned. He | 


would then go and tell the erstwhile exporter: "You cannot 
export your product to India any more. But you would still 
get a modest profit if you would collaborate with me in its 


production." This game of pointless import substitution | 
was ended by the Congress government under the first- | 


generation reforms. 
The government that followed was close to old busi- 
ness houses. So early on, when they asked it to give them a 


veto over fresh investments by their erstwhile foreign col- | 
laborators, it readily obliged with Press Note No. 18 of 14 | 


HE Committee of Secretaries met on 7 Octo- | 


Press Note 18 hurts new Indian 
workers and vendors most; it 
has also done much to hurt 
India's reputation abroad 








prise. Such companies had to go and get the approval of 
their Indian counterparties — even if the relationship be- 
tween the two had long gone cold. 

In the 35 years of technology import controls, at least 
100,000 collaboration and joint venture agreements were 
entered into by at least 25,000 Indian firms. Those firms 
got a veto on fresh investment or technology sales by their 
erstwhile partners; those partners included at least fifty of 
the world's leading industrial firms. Some of the Indian 
companies would give a green signal for a price; some 
cussed or discontented ones would not give it at all. A cer- 
tain business house is known to have made a lucrative 
business from the sale of no-objection certificates; it is 
reported to be asking for $50 million for one right now. 
The veto works to the disad- 
vantage of old foreign firms vis- 
á-vis new ones — and of new 
Indian firms against old ones. 
It also works in favour of gov- 
ernment enterprises which 
imported copious technology 
— and where Left trade unions 
are well entrenched. 

Despite the last govern- 
ments eagerness to attract 
it, foreign direct investment 
never rose over $4 billion in 
any year under it. The veto 
it had thoughtlessly given In- 
dian firms over foreign invest- 
ment was largely responsible. 
Business relationships are 
dynamic; markets, industries 
and personalities change, and 


ANTHONY LAWRENCE 


_ relationships become dysfunctional and reshaped. They 


should be allowed to die their natural death, so that new 
relationships can come up. If an Indian company wants 
control over its foreign partner's other ventures in India, 
it can always get it written into its agreement with 
him; most post-1998 agreements invariably deal with 
this issue explicitly. When this civil remedy is available, 


_ the government has no role to play, and no business to 
extend it to an absurd limit. 


The Prime Minister has just been lunching with big 
financiers and industrialists in New York and telling them 
to invest in India. Unusually for him, he has taken issue 
with his Leftist allies over foreign investment. He now has 
a chance to show that he means what he says. He should 
scrap Press Note 18 — not just to be fair to foreign inves- 
tors, but to help new Indian workers and entrepreneurs. 


December 1998. It closed the 'automatic route' for invest- 
ment to those foreign companies that had ever sold tech- 
nology to or been in a joint venture with an Indian enter- 


For every foreign company that comes to India will em- 
ploy Indians and buy from Indian vendors. They are polit- 
| icallyunrepresented, but they deserve justice no less. Wi 
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Cheap pills are flooding 
the US generics market. So 
what are Indian pharma 
leaders doing to save their 
margins, their stock prices 
and their future? 





His boss said, 


Go, and get me new business . 
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Airtel presents BlackBerry. 


The world's most powerful instant email mobile. 
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the products 


BlackBerry. Now in India. Only on Airtel. 


* Synchronised instant email 


* 10 email accounts 


* Attachment viewing 


* Advanced security 


* Integrated phone & web browser 


* Synchronised desktop calendar 


9829012345 * Knlkatta- 09316* 9. 








Hoot WAIT 
9$ 61 dALALIIP 


|AMAld4 p P 
b- oa . 
« 


ra 


thumty typing 
ercrophone 

USB compatible port erates 

Gata synchronisation and 

battery chargeng uung the 

Gociong/chargung cache 


BlackBerry 7730™ Wireless Handheld 
Phone and SMS 
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The BlackBerry Wireless Handhelds '* available from Airtel offer the best wireless 
data experience for people on the go. BlackBerry” is an integrated phone which 
lets you access emails and applications, all from the palm of your hand. 


Email 
BlackBerry available from Airtel provides you with a wireless extension of up 
to 10 work and personal email accounts*, including: 

* Microsoft" Outlook* and Lotus” Notes" 

*MSN", Hotmail", AOL” 

* POP3/Internet Service Provider (ISP) email accounts 


You can read, compose, forward or reply to messages at your convenience and 
view attachments in popular document formats. Plus, you don't have to spend 
time retrieving or 'pulling' email since the BlackBerry 'push' email technology 
enables the entire message to be automatically delivered to your handheld. 


BlackBerry available from Airtel offers everything you would expect in a standard 


GSM™ phone plus more. Access the address 


book in a single click and easily initiate 





calls or conference calls* from the integrated address book. Plus, SMS (Short Conareen Phone 
Messaging Service) allows you to quickly exchange short text messages with —— 
other SMS-enabled devices using the BlackBerry handheld's QWERTY keyboard ARUANNE Gia 
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With BlackBerry you can access it. 
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through menu option 


throughout the day even when you 


are on the move and synchronise AIIITIPFFE 


Phone 


the handheld with your computer al pad i: ^ : v — Pep cage E 
when you return to your desk M D Am c r^ eir ra 
You can also retrieve a wide range | 

of information from the web 2. soe tow * 
including news, travel, business thumb: typing 

and entertainment updates BlackBerry 7230™ Wireless Handheld 


The large, vibrant colour screen* of the BlackBerry Handhelds™ provide ample workspace to increase productivity. eee 

customers rave about the high-resolution display, QWERTY keyboard and intuitive user interface. With the T — ar im 
| i ion. Plus, the email, phone and SMS applications are all served by a si 

can easily read and create messages and enter information i | | oh 

ibid address book and inbox. Simply click on an email address inside a message to begin composing a new email. Or click on 


a phone number inside a message to place a call. It's that easy. 
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my experiences in Air-India. (‘Indian? 
Yes. Air-Indian? No, BW, 18 October) I 
once reached JFK airport at 3:15 p.m. 
for a flight that was to depart at 7:30 
p.m. The check-in counters were 
supposed to open at 3:30 p.m. I was a 
bit nervous and wanted to know if I 
had come to the right place for 
checking-in. A few ladies appeared 
near the counter to begin work. I 
asked: "Ma'am, do I check in to the 
JFK-Mumbai flight from this counter?" 
The lady ignored me. I thought she 
didn't hear me, so I repeated it. She 
blasted me: "Don't you know that we 
open at 3:30 p.m.? Ask me later." I was 
taken aback. After having stayed in the 
US for two years, I had gotten used to 
customer-friendly staff wherever I 
went. But this came as a rude shock to 
me and reminded me that I was 'going 
back to India.’ 

Ashish Mirji, via email 


WHERE IS THE LESSON? 
Subroto Bagchi's columns have been 
deteriorating in quality. From the 
column 'Lesson To Savour At Sibu 
Cafe' (BW, 20 September), I got to 
know some great pearls of wisdom: Mr 
Bagchi has an Amex credit card, he 
snorkels and vacations in Hawaii and 
he has a discerning taste in 
Indonesian cuisine. The 'lesson' 

of that article was more of an 
after-thought once he had fin- 
ished describing, in gleeful detail, 
the kind of fun he was having. 
Amit Mishra, posted on BW website 
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TUNING OUT 
This is a prime example of the law 
that enough research can support 
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any theory (‘Reaching Out’, BW, 

13 September). If pragmatic cases are 
taken then, yes, people do listen to the 
many radio channels while they drive 
in metros and while they are played in 
buses, rickshaws, trains, etc. But I do 
not buy the argument that people 
actually switch on their radio just for 
the sake of listening at home, particu- 
larly provided they have the choice of 
TV. Moreover, listeners have less 
patience with radio. This means that 
during a TV show, the viewer might 
scroll channels between ads, but he 
generally sticks to the TV show itself. 
Whereas, in radio stations, the listener 
keeps flipping channels till he finds a 
song of his choice. Radios reach may 
have marginally increased, but it 
needs to gear up even more to take on 
the deluge of TV shows. 

Yugal Joshi, posted on BW website 


A NEW PARANOIA 

Security begins in the mind (‘The 
Unusual Suspects’, BW, 13 September). 
Lately, it has assumed larger 
mindspace because of competition; 
the only distinguishing factor between 
two organisations is often just an idea, 
which can be easily stolen off a 
computer's hard disk. 

Physical security is easy to see, and 
it's everywhere in corporates. Network 
security is just left to the techies. The 
gap between the two is the absence of 
information security, which will be the 
next competitive advantage, The 
gadgets described in this article give 
but a taste of what can be done to steal 
information, and the range of data 
security issues was not fully 
represented. We now need an efficient 
mix of physical security, administrative 
security and IT security. 

Mayank Bhardwaj, via email 
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BEYOND BILL GATES 

Mahesh Murthy, in his article ‘Dying 
To Study...’ (BW, 19 July), is misguiding 
people by putting all the blame for 
failure on our existing educational 
system, and not individuals, 

We all know that our educational 
system is not the best in the world, 
giving overwhelming emphasis to 
learning by rote. Unfortunately, in the 
absence of any alternative system, it is 
supremely ironic that this system is 
churning out scholars from engin- 
eering, medical, management and 
academic institutions that bring 


| laurels to the country. 


Newton, Einstein and Bill Gates 
were not the products of a formal edu- 
cational system. But to infer from this 
that a child's chances of success are 
less if he attends an IIT or IIM is 
misleading, baseless and an insult to 


| thechild's hard work. And yes, the 


venture capitalists (some of the 
promoters of entrepreneurship) as 
well as the leaders of some of the 
reputed MNCs are formally educated, 
professionally qualified and a product 
of the very educational system that 
Murthy so naively discounts. More 
Noble laureates have made it due to, 
and not in spite of, their formal 
education. 

There may be no need of formal 
education for god-gifted geniuses and 
artists, but to say that anyone's gifts are 
not honed and refined by formal 
training and education would be 
incorrect. Also, for the remaining 
99 per cent of common mortals, 
education still opens doors. 


. Ashok Gupta, vía email 


TEEN BUSINESSWORLD? 
Mahesh Murthy’s article ‘Be Peer- 
Pressured Or Be Peerless’ (BW, 25 
October) is an inspiring one that 
highlights the problem of peer 
pressure, a serious issue among teens 
today. But I sincerely believe the piece 
should have appeared in a magazine 
which reaches out to teens, not 
business people. I presume BW has 
few teen readers. 
Ravi Ramchandar, via email 


Write in at 
editor@bworidmail.com 
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Q Your bias towards Rajeev 
Chandrasekhar’s version was | 
quite evident. There is no doubt ~ 
that the cash-rich BPL Limited Nec 
infused surplus funds into the WV ~ 
telecom business. Your 
contention that T.PG Nambiar is raising a 
hue and cry only now is untenable, as he probably never 
imagined his son-in-law would dump the flagship company during its 
fight for survival. 

Rajeev could not have built up the telecom business ‘from scratch’ 
without the BPL brand image, built over the years, and cash flows from 
the Nambiars. The silver lining is the way that this 82-year old man has 
jumped out of retirement and taken his erring son-in-law to task. 


Aman Sharma, Jaipur 





FAMILY MATTERS 

BPL is yet another case where 
relationships have gone sour over 
money matters (‘The Face Off’, BW, 18 


overcrowded IT landscape. Instead, 

they are devising plans to train young 
minds to take up the back office work 
of US and Europe, which by and large 


October). So many joint-family , only requires the skills of an 
businesses in India are faltering, and | undergraduate or school dropout. 
family feuds seem to be constantly , Anil George, posted on BW website 
threatening to spill over into the public | 

arena. Escorts, Bajaj, BPL, Birla... | am | ECONOMIC EDUCATION 


still counting. So much for India _ The abysmal penetration of economic 
beating its drum about family values | education among the common 

and morality. _ populace is an important issue 
Shivangi Srivastava, via email (‘Economic Sense is Drowned Out’, 
BW, 13 September). | am no economics 
geek. Yet, I have clearly spotted the lack 
of knowledge. I feel that this issue must 
. be taken up on a war footing by the 
ministry of education. 

Economic education will not only 
ensure more acceptance of reforms in 
the rigid and politically sensitive 
| domains of labour, foreign investment 

and taxation, but will also cement 
India’s place as a lucrative destination 


KUDOS TO THE MAVERICKS 
It is inspiring to read real life tales of 
software risk-takers like Cranes ("The 
Mavericks, BW, 20 September). The 
media is usually fawning over the 
success of the Infosyses and Wipros of 
the world, who rake in the money by 
milking the ‘low end-low risk’ software 
coding business. 

Very few in the government and 








Nasscom seem to really understand for foreign direct investment. A 
and nurture entrepreneurs who try to country cannot be called an IT 
carve a niche in the superpower unless technology 


penetrates all the levels of the 
society. Similarly, we cannot afford 
to call India an economic super- 
power until, and unless, we ensure 
a high level of economic literacy 
everywhere. 
Vinay Prabhu, via emaif d J | 
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Well, It’s A Start 


The new broadband policy 
hasn't lived up to the 
expectations of the industry. 
The much-awaited liberali- 
sation is still some way away. 


« Dayanidhi Maran: His policy 
turned out a damp squib. 





Hiring Spree The major IT companies look set to 
surpass the Old Economy giants in staff strength. 


The Samir Arora Trial Arora exonerated , Sebi 
asked to behave itself. A report on the recent SAT hearing. 


Viral Marketing Companies are trying non-mass 


media channels to promote products. And it's paying off. 
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A critical analysis of the policy. 


Beginning 
To Wane? 


India's frontline pharma companies — 
leading generics players in the 
lucrative US market — are facing 
tough competition from smaller 
home-grown rivals and foreign 
generics players. Margins are coming 
under pressure and price wars are 
looming. Is this the end of their 
incredible success story in the US? 
What does the future hold? 








The Antidote Sure, competition 
is going up, pricing is coming under 
dis pressure. But Indias pharma majors 
are still betting big on the US. A look at 
the four strategies they are employing 
to keep ahead of the competition. 


Standing Apart 


Hutch has grown to be the most 
profitable wireless business in 
the country, despite having 
adopted market strategies 
sharply contrasting its rivals. 
Now, as a leader with a national 
presence, its priorities are differ- 
ent. Can it keep growing the 
same way in a slowing market? 
Asim Ghosh: All of Hutch's » 
strategic moves bear his mark 





My View why schools in India need a new vision to 
instil confidence and team spirit in pupils. 


Policy Paradox stephen S. Roach of Morgan 
Stanley questions India's obsession with manufacturing. 
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a guide to investing 
in the mid-cap 
stocks. 

72 Money Plant Pian a financially sound retired life. 
74 Taxonomics Getting ready for scrutiny assessment. 
76 News Posttakeover, what awaits Alliance investors. 
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Academics in Bangalore 
have created an unlikely 
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solve technology problems. 
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| But if you asked a pharma 


| companies that finally compete, 





| Businessworld 


Drug Chase, the Sequel 


T and pharma are the pillars on which Indias 
reputation as a significant player in the global 
knowledge economy is built. In both, we have made 
major gains in world markets and in both, we have 
leaders who have the vision, the hunger and the 
execution ability to turn their dreams into reality. 


But the similarities are dwarfed by one major difference — in 
the way they see the game. IT leaders see it mostly as an 
India-vs-The Rest game. They often sit together, strategise 
and lobby governments to make the India story grow bigger. 
Pharma leaders see it mostly as a Me-vs-The Rest game and 
see common strategising as a waste of time. If you asked an IT 
player about India's position and prospects in various IT 
segments around the world, he would reel off figures easily. 


leader about India's position in 
various segments of the pharma 
business, you would be referred 
to someone else. 


Businessworld 


Mind vou, I am not saying that 
the Me-vs-The Rest version of 
the game is bad, wrong or 
uninteresting — after all, it is 


uos 


not nations. Still, I would like to 
pose a question to the pharma 
industry: does it make sense for it to come together and 
devote a fair share of its attention to developing India as a 
global hub for pharma research and manufacturing? My 
sense is that the returns from such a strategy — even if it 
means more global companies setting up base in India and 
offering even tougher competition to Indians — will more 
than compensate for the losses because to move up the value 
ladder, Indian companies need to operate in a creative, 
sizzling, hot-house environment. I suspect the biotech 
industry knows this — it is beginning to plan together. 





Principal Correspondent Gauri Kamath, who wrote this 
week's cover story and is easily the best informed 
commentator on the pharma industry in India today, thinks 
this is a challenging period for the industry, but that the 
leaders are responding well to it. Would she put her money on 
the drug industry now? "It is too early to pick winners," she 
says. Read the story. 


ar 


TONY JOSEPH, EDITOR 
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THE BROADBAND POLICY 


Protective paper postpones 


Interest of state-run companies takes precedence over the proliferation of 


HIS game is different. Unlike 
mobile telephony, incum- 
bents control an overwhelm- 
ing share of India’s fixed line 
- market and, consequently, the last mile 
to the consumer. Between them, Bharat 
. Sanchar Nigam (BSNL) and Mahanagar 
Telephone Nigam (MTNL) have a 97 per 
cent share of the country's 45-million- 
strong fixed line subscriber base. It is 
this imbalance in access to the final con- 
sumer that the broadband policy was 


.. expected to address. 


It was expected to do to broadband 
what the New Telecom Policy 1999 did 
to mobile telephony. But, what commu- 
nications minister Dayanidhi Maran fi- 
nally unveiled was, quite simply, disap- 
pointing. It seems that in the six months 
since the Telecom Regulatory Authority 
of India ( Trai) came up with its recom- 
` mendations on broadband, we have 
just taken a small step forward. 

That has not made the private oper- 
ators too happy. Bharti Tele-Ventures 
joint managing director Rajan Bharti 


Mittal says: “We believe unbundling of | 


the local loop (allowing other service 
providers to ride the last-mile connec- 
tivity of the incumbents) is the ultimate 
solution if the country wants to spread 
broadband at an affordable price." 

But the key recommendations on 
unbundling the local loop, reducing im- 
port duties on equipment, and allowing 
VSAT (very small aperture terminal) op- 


erators an open-sky policy have still not | 


been addressed. What Maran has done 
through the broadband policy is to ef- 
fectively protect state-controlled BSNL 
and MTNL. He has also tried to con- 
tinue to protect the INSAT project. So 
what if competition is not encouraged 
and prices remain unnaturally high. 


BSNL and MTNL, between them, | 


own 41 million copper loops. Of this, 14 


million are in rural areas. Ofthe other27 | 


million, BSNL estimates around 25-30 
per cent can be leveraged for broad- 
band. In essence, BSNL claims that only 


7 million loops can be effectively used | mance by the government and the De- | 















Countn DSL 


us 11.43 
China — 12:74. 
Japan 12.06 
Germany 5.00 
Canada — 2.43 
France — 4.68 
UK 2.72 
Italy 3.33 
Taiwan 2.72 
India 0.098 


The top 10 markets have 102.7 million of the 123 million broadband subscribers globally 


All figures in million as of 30 June 2004 
Source: Point Topic 


for broadband services, and it simply 
does not want to share this with the pri- 
vate sector operators. Says BSNL's mar- 
keting and commercial director N.L.K. 
Mangla: "It is a very balanced policy. 
There is no reason why we should allow 


private operators to use our network to | 


provide broadband when we can do it 


| ourselves." He adds BSNL can be pretty 


aggressive with tariffs. 

As things stand, it plans to launch 
broadband services in major cities by 
the end of December and in 198 towns 
in another three months. But can they 
do it? Mangla gives the example of the 


way BSNL rolled out GSM-based mo- | 


bile services. "We will be there all over 
the country very soon," he says. In the 
first phase, it will provide Internet con- 


| nectivity. That will be followed by video- 


on-demand services. 


The government implicitly trusts | 


BSNL and MTNL. It expects them to 
provide 1.5 million broadband connec- 
tions by the end of 2005, with BSNL pro- 
viding 1 million of them. The policy 
says: ^A quarterly review of their perfor- 
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partment of Telecommunica- 
tions (DoT) shall be un- 
dertaken to evaluate 
the achievement 
and rework the 

roadmap if 


franchisee 
model it will 
use will be 
similar to the 
one it ran pi- 
lots ofin Banga- 
lore. The differ- 
ence this time will 
be that BSNL plans to 
tie up with content 
providers well before the 
launch. 

BSNL, however, is clear that it 
will not allow any private telecom ser- 
vice provider to become even a fran- 
chisee for its broadband services. Sev- 
eral Internet service providers, too, 


Communications minister Dayanidhi 
Maran: (Fat)-Pipe dreams 


the shift 


high-speed Internet 


wanted to use BSNL's and MTNLS infra- 
structure to provide broadband 
through the digital subscriber lines 
(DSL) technology. 

The other area of debate is the open 
skies policy for VSAT operators. Here, 
too, the government has gone out to 
protect the interests of INSAT. A VSAT 
operator has to approach INSAT to get 
transponders on satellites that are 
above India. However, the policy notes 
that DoT will soon propose measures in 
the direction of an open-sky policy for 
VSAT operators. Essentially, the minis- 
ter has hesitated from taking steps that 
would have simply unshackled the in- 
dustry at one go. 

Broadband continues to be the 
world’s fastest-growing area in telecom. 
The number of broadband lines world- 
wide increased by almost 55 per cent to 
over 123 million in the 12 months end- 


ing June 2004. 

While India is still debating on ways 
to improve broadband connectivity, 
China has emerged as the No. 2 access 
provider after the US. It has 19 million 
connections compared with 189,000 in 
India. During the last year alone, China 











added 10 million new broadband sub- 
scribers. Today China has a broadband 
penetration of 1.4 per cent as opposed 
to India's 0.02 per cent. In the two other 
big broadband markets, South Korea 
and Japan, growth is tapering off. 

Globally, there are two ways to get a 
broadband connection - using cable 
modems or DSL on copper wires. As of 
now, 63 per cent of all broadband con- 
nections in the world use DSL technol- 
ogy, while 29 per cent connect through 
cable modems. 

The policy looks at cable as a means 
of providing broadband services. Today, 
80 million homes in India have cable 
television connections, but for broad- 
band to really happen, substantial in- 
vestments will have to be made by the 
multi-system operators. That seems 
quite difficult. 

That leaves out DTH (direct-to- 


. home) and mobile broadband. The pol- 


icy has allowed DTH service providers 
to give two-way services after obtaining 
a VSAT and ISP licence. But there are 
only two DTH operators in the country 
— Zee and Doordarshan. 

Mobile broadband, too, is out. That's 
because it's still at the early stage. Bharti, 


| for example, is testing out Wi-Fi and IP 


(Internet protocol) Radio applications 
for broadband services in Bangalore 
and Mumbai. It has also launched the 
Blackberry handsets, which provide a 
high level of connectivity while on the 
move. Though it is not truly broadband, 
it provides instant email, Internet access 
and corporate data access. 

Be that as it may, the one sec- 
tor where the broadband pol- 
icy could have revolution- 
ised life has been given 

the go by. Where the 

government could 
have made a sea 
change, it has just 
taken a couple of 
small steps forward. 

It remains to be 
seen when broad- 
band will come of 
age in India. That 
would need more 
widespread change. 
Till then it will be con- 
tinued narrowband days 
for the consumers. a 
ANUP JAYARAM 
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INFOTECH 
On a hiring spree 


Staff added 
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Strength 
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3,974 











*As of 30 September 2004 


ULY-SEPTEMBER 2004 has 

been a great time for geeks. 

The IT trio of Infosys Technolo- 
gies, Wipro and Tata Consultancy 
Services (TCS) added 14,530 em- 
ployees to their rolls. They plan to 
add a similar number during Octo- 
ber-December. 

The biggest of them are snap- 
ping at the heels of Old Economy 
majors. TCS including subsidiaries, 
for instance, with 40,948 people is 
a shade behind Tisco (44,000), one 
of the biggest private sector em- 
ployers. TCS grew by 3,974 people 
last quarter. Tata Motors, one of the 
fastest growing manufacturers, 
added just 250 people in double 
that time, April-September 2004. 

In IT, however, there's demand 
across the board. Gautam Sinha, 
CEO of Bangalore-based recruit- 
ment consultant TVA Infotech, says: 
"The IT sector hired 28,000 people 
in the last quarter, 55-60 per cent 
freshers. By the end of FY 2005, the 
total recruitment by Indian IT firms 
and MNCs will be over 100,000." 
Among MNCs, IBM and Accenture 
have added 2,500-3,000 each. 

That has created the problems 
of managing the growth and main- 
taining organisational culture in the 
face of big lateral hiring. There is 
also the need to train the freshers 
— 60 per cent of the hires. Wipro, 
for instance, has set up a a team of 
70, including eight PhDs, just to de- 
liver a variety of courses. Says a 
Wipro official: “We can train over 
1,500 employees every day." t 

SHELLEY SINGH 
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ESERVE Bank of India (RBI) 

governor Y.V. Reddy will 
announce his new monetary policy 
on 26 October. A lot of attention 
there is focused on one big 
question: will he increase interest 
rates? And on that, opinion is split 
down the middie. 

Meanwhile, it is also worth 
looking at another issue. Banks had 
fought shy of lending money to 
Indian companies over the past few 
years, preferring to pile their money 
into safer government securities. It 
was lazy banking. That is, perhaps, 
why Reddy had said in his previous 
policy speech that “credit delivery” 
had to be improved. 

Well, it has. Recent data shows 
that non-food credit has picked up 
smartly. It has increased by 
Rs 41,034 crore since the 
beginning of the current financial 
year. Over the past twelve months, 
such credit has increased by 24.48 
per cent. This is the fastest rate of 
increase in non-food credit 
witnessed in recent years. Bankers 
say that there are more bankable 
projects today. 

It means one thing: the 
country's industrial recovery will not 
be choked because of inadequate 
credit. The credit faucets have been 
opened by Indian bankers. 


es 


USINESS confidence, however, 
has taken a hit. Dun and 


- Bradstreet's Composite Business 


Confidence Index for the quarter 
October to December 2004 fell 
sharply by 23 per cent — from 
140.1 in the previous quarter to 
107.8 now. The survey was 
conducted in September, amidst 
widespread fears about oil prices 
and inflation. 

Five out of the six individual 
indices — volume of sales, net 
profits, selling prices, inventory 
levels and employees — fell. The 


elei IDEAS 


by Niranjan Rajadhyaksha 


index for new orders is the only one 


| to show an increase. 


The consumer non-durables 


| industry seems to have bucked the 


general trend. It was the most 
positive about an increase in sales 
and net profits. The curious thing is 


. that the optimism index for selling 





prices fell by 13 per cent, despite 
the fact that higher inflation is in 
the air. The majority of respondents 
(73 per cent) say there will be no 
increase in the selling price of their 
products and 7 per cent actually 


| foresee a drop in prices. Only 20 


per cent expect a rise in the price 
of their products. Is it any wonder 
that the expectations on profits are 
generally negative? Of course, no 


one seems to have told the stock- 


market about this. Stock prices 
continue to defy gravity. 


P f 


IGH prices of oil, unsurpri- 

singly, were on top of many 
minds when the world's financial 
establishment met in Washington 
DC recently for the annual 
meetings of the International 
Monetary Fund (IMF) and World 
Bank. The IMF expects the world 
economy to grow at 5 per cent this 
year, the highest in three decades. 


| But it will slow down next year, to 





| 4.3 per cent. That's still quite a 


respectable number, but a lot 


| depends on what happens to 
energy prices. 


Raghuram Rajan, IMF's 
economic counsellor, said that 
higher oil prices are benefitting the 
Middle East as well as countries in 
the Commonwealth of Independent 
States. He, however, added that it 
is important that these countries 
use the windfall wisely to diversify 


_ their economies. 


However, Rajan feels that “we 
are in a much better situation (to 


_ live with high oil prices) now than 


— — 
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we were in the 1970s". E 





YES BANK 


Well begun... 





ARELY six weeks after it received 
B its banking license, Yes Bank has 

booked about Rs 250 crore of 
loans. The first deposits, too, have 
started coming in. Yes Bank currently 
operates from its headquarters in Worli, 
Mumbai. There will be three branches 
in Mumbai, two in Delhi, and one each 
in Pune, Gurgaon, Chennai, Bangalore, 
Hyderabad and Kolkata. 

“We need around 25-30 branches to 
be a meaningful player in retail de- 
posits. So we'll focus on corporate de- 
posits in the first 18 months,” says CEO 
Rana Kapoor. The bank may soon con- 
sider increasing its capital base from the 
present Rs 200 crore to Rs 500 crore. 
Though no final decision has been 
taken, one option being considered is 
an IPO within thenextsixmonths. $W 

NIRANJAN RAJADHYAKSHA 


For whose benefit? 


AST week, the UPA government 
kept one of its Budget promises 

by hiking the FDI cap on domestic 
airlines from 40 per cent to 49 per 
cent. Low-budget airlines like Dec- 
can Air can bring in foreign equity via 
the automatic route, anyway. Jet Air- 
ways can sell shares to any foreign 
investor. Sahara doesn't want any 
equity partner. The civil aviation min- 
istry is rabidly opposed to sharing 
control of Indian Airlines and Air-In- 
dia. So who is the new cap for? E 
ANJULI BHARGAVA 
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LANKA IOC 
Treasure island 


NDIAN Oil Corporation (IOC) will 
, become the first public sector 
CT unit to float an initial public offer- 
| ing (IPO) abroad. Its 100 per cent 
subsidiary, Lanka IOC, will hit the 
Colombo primary market with an 
* 7 . issue of 133 million shares to be 
! priced in the Sri Lankan Ru- 
pees (SLR) 20-30 
band. The IPO is ex- 
pected to raise 
about SLR 2.3 billion 
(approximately 
Rs 100 crore.) 
The proceeds of the 
\ public issue are likely to go 
' into the proposed setting up of a 
lube plant in Trincomalee where 
the company plans to set up 
, bunkering operations as well. 
^. . Plansofan entry into the aviation 
and LPG sectors will also be 
funded by the IPO. ue 
M. ANAND 

















SETHUSAMUDRAM CANAL PROJECT 


Suez of the East 


HE sudden revival of the 
Sethusamudram Ship canal 
project has created quite a stir 
in the shipping sector. With 
the union shipping minister T.R. Baalu 
pushing for it, the co-relation can't be 
more obvious. The project, conceived 
144 years ago and put on the back- 
burner since, will give Baalus home 
state of Tamil Nadu a big boost. The 
ports of Chennai and Tuticorin will di- 
rectly benefit, harbouring the esti- 
mated 3,000 ships expected to use the 
canal every year. The project will con- 
nect the ports of western India directly 
to the ones on the eastern coast. 
Officials in the shipping ministry 
maintain that the project will be a shot 
in the arm to a fledgling coastal ship- 
ping sector of the country. "Once com- 
plete, the project will reduce the dis- 
tance that ships have to travel by 400 
nautical miles (that's about a day of sail- 
ing time), as ships will not need to cir- 
cumvent Sri Lanka," says shipping sec- 


retary D.T. Joseph. 

Right after the finance minister 
highlighted the need for a canal in his 
budget speech this year, a special pur- 
pose vehicle (SPV) was set up to imple- 


| ment the project. The Sethusamudram 


| Corporation — with a pooled equity of 


Rs 250 crore poured in by the eastern 
ports of Paradip, Vishakhapatnam, En- 
nore, Chennai and Tuticorin, the Dredg- 
ing Corporation of India (DCI) and the 
Shipping Corporation of India (SCI) — 


| will be based in Chennai. 





Butthe moot question is whether In- 
dia really needs a project that will cost a 
whopping Rs 2,000 crore, an outgo that 
will most probably be borne by the gov- 
ernment. The dredging costs alone are 
expected to be Rs 1,680 crore. Though 
the government's choice for dredging is 
DCI, alone DCI will not be able to exe- 
cute the 260 kilometre-long project, 
which involves dredging a draft of 12.8 
metres. The SPV is now planning to in- 
vite global bids for executing dredging 








NEERAJ TIWARI 





operations. But not too many private 
players are keen on bidding for the pro- 
ject, considering the low economic ben- 
efits foreseeable from the project and 
the high expenses incurred in dredging. 
And none of them have a clue as to 
where the 84.5 million cubic metres of 
dredged out sand and soil will be dis- 
posed off. “Anyone who does a cost- 
benefit analysis will understand that 
there is simply no logic in the 
project...forget private sector partic- 


ipation, even the gov- 
ernment should steer 
clear off this project," 
says a private port op- 
erator. There is a lot the 
government could do 
with Rs 2,000 crore — 
upgrade an airport, de- 
congest the ports, build 
500 kilometres of roads 
„the list is endless. 
Meanwhile, over 
the past few weeks 
there has been exten- 
sive public discussion 
regarding the  per- 
ceived implications of 
the project on Sri 
Lanka. Sri Lankans have been crying 
hoarse about the ecological impact of 
the project on Sri Lankan shoreline 
coral reefs and, of course, on the 
Colombo port's business. The Colombo 
port currently handles 
1.7 million twenty-foot equivalent units 
(TEUS) of which 40 per cent is Indian 
transhipment cargo. It fears 
Sethusamudram project can wean 
away a substantial chunk of it. " 
SUPRIYA KURANE 
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AIRTEL 


Cellular bridge 


HARTI Cellular has launched 

its mobile service, Airtel, in 
Jammu & Kashmir, becoming the 
first private service provider to do 
so. Of a proposed investment of 
Rs 125 crore in the project in 
2004-05, Rs 90 crore have al- 
ready been invested. Bharti has 
spread its network to 46 towns 
and plans to cover 100 towns by 
March 2005. Ninety cell sites are 
operational and will go to 150. Air- 
tel got 50,000 paid bookings in 
just three days of operation. 

Sunil Mittal, chairman and 
group managing director, Bharti, 
hoped that the "telephone net- 
work will bridge distances, provide 
employment and encourage 
tourism in the region." With the 
J&K launch, Bharti's mobile foot- 
print covers 19 of the 23 mobile 
circles in the country. $ 

ANUP JAYARAM 





BJP REORGANISATION 


No questions asked 


Advani is the only man the faction-ridden party can find to rebuild it from rubble 





T was a strange paradox. In the 
ashes of its second successive 
electoral defeat this year, the BJP 
found reason to smile. As old 





warhorse L.K. Advani made his | 


fifth coming as party president after the 
Maharashtra debacle this week, a feel- 


ing of relief washed over saffron circles. | 


The centre of gravity had shifted back to 
the party. After living in a state of sus- 
pended animation through six years of 
the Vajpayee government, the BJP was 
once again the focus of attention. 

Advani's return to take charge of the 
party signals a grudging acceptance 
within the BJP finally, of the Lok Sabha 
verdict. For the past four months, the 
party had been sustaining itself with 
dizzy fantasies of being back in power in 
October because of an astrological pre- 
diction. The Maharashtra verdict has 
destroyed those hopes because, if any- 
thing, it has helped to consolidate the 
UPA government at the Centre. 

Today, the main opposition party is 
slowly coming to grips with the fact that 


it's going to be a long haul before it can | 


take a crack at forming a government at 
the Centre again. The harsh reality is 





less and without an identity. 

Advani's biggest challenges will be to 
reconstruct the party structure, refash- 
ion the BJP's profile and sort out the in- 
fighting. The significant thing is that he 
is unlikely to have the same sweeping 
powers he did when he first assumed 
charge in 1986 with a briefto put the BJP 
on the national political map after it was 
reduced to two seats in the Lok Sabha in 
the 1984 Rajiv Gandhi wave. (Previously, 
the party contested elections under the 
banner of Bhartiya Jan Sangh, and later, 
Janata Party.) 

This was amply demonstrated by 
the fact that senior leader Jaswant Singh 
sat by his elbow at his first press confer- 


: ence. Party circles saw in Singh's pres- 
: ence a proxy for Vajpayee, indicating 
= that the former prime minister would 
$ havea strong say in dictating the BJP's 
i future course. 
that over the next two years, Deja vu: Advani (R) Advani also made it clear 
till 2007, the UPA is setto go is back as BJP boss that he would consult the 
from strength to electoral as Naidu (C) fails at Rashtriya Swayamsevak 
strength. In five of the six the helm. Vajpayee Sangh (RSS) at every step, 
states in which assembly (L) remains the starting with a trip to the 
polls are due, the BJPisnota guiding light Sangh headquarters in Nag- 


factor and all the signs look 
good for the Congress and its allies. In 


the sixth, Jharkhand, where elections | 


will take place early next year, the BJP is 


almost a sure loser if the Lok Sabha hon- | 


eymoon of the Congress-Jharkhand 
Mukti Morcha combine continues. 

For the saffron party, the next two 
years then will necessarily have to be a 
period of introspection, of setting its 
house in order, of reviving a demor- 
alised and defunct cadre. More impor- 
tantly, it will have to assess the capabili- 
ties of its second rung leadership and 
build a suitable pantheon to replace the 


| fast fading one of Atal Behari Vajpayee, 


L.K. Advani and Murli Manohar Joshi. 
With a senior leader like Advani at 
the helm, the BJP gets breathing space 
to prepare for the future. Six years of ugly 
squabbling among its younger leaders 
has left the party bitterly divided. Six 
years in government has left it direction- 
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pur. Clearly, the reconstruc- 

tion and revival of the BJP is going to be a 
collective effort. 

What is going to be significant is the 

manner in which the Genext leaders will 

be positioned over the next two years. A 


| face for every occasion is the Sangh 





motto, In the old pantheon, Vajpayee 
was the softliner, Advani was the hawk, 
and Joshi the traditional Brahmin. 

The next pantheon will have many 
more faces, but whether it will include 
Pramod Mahajan or Arun Jaitley or 
Sushma Swaraj or Uma Bharati or Raj- 
nath Singh or even Venkaiah Naidu will 
be decided after a juggling that will con- 
tinue till the party hits upon the 
winning combination. 

And that combination will depend 
on the issue of the day when the time 
comes for the BJP to try a comeback at 
the Centre. z 

ARATI R. JERATH 
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AMIR Arora seems like a school- 


boy full of nervous energy. He 
checks the case list posted out- 
side the Securities Appellate Tri- 
bunal (SAT) in Nariman Point, Mumbai. 
His case is to come up last, after five oth- 


ers in the post-lunch session. Less than | 


an hour later, he is crying. 

Around 2:40 p.m., the SAT members 
enter the court room and the pro- 
nouncements begin. It is a bad day for 
the Securities Exchange Board of India 
(Sebi). Four out of the first five cases are 
dismissed by the tribunal. 

Then a tribunal employee hollers: 
"Case No 83/2004, Samir Arora vs Sebi." 
SAT member Lakhanpal moves closer to 
the microphone. Arora is visibly tense, 
" hands over his nose and mouth. 

Lakhanpal starts speaking: "The first 
charge related to the aborted sale of Al- 
liance Capital Asset Management is..." 
One after another, the SAT dismisses the 
three charges against Arora with elabo- 
rate reasoning. "It is sad that the appel- 
lant (Arora) has already suffered need- 
lessly for more than one year without 
any worthwhile evidence against him... 
itis not possible for us to let mere suspi- 
cions, conjectures and hypotheses take 
the place of evidence... It is unfortunate 
that the appellant has had to answer for 
each and every professional decision 

















taken by him in thelast few years. But he 
comes out well at the end of this all. We 
have no hesitation in exonerating him 
honourably of all the charges." Arora 
breaks down in tears. 

His ordeal began in August 2003, af- 
ter he quit as chief investment officer of 
Alliance Capital Mutual Fund to start his 
own mutual fund (MF) with Sabre Capi- 
tal, the investment company promoted 
by former Standard Chartered Bank 
chief Rana Talwar. A couple of days later, 
on9 August 2003, Sebi banned him from 
the market till further notice. Sebi mem- 
ber T. M. Nagarajan charged Arora with 
professional misconduct, wrongful and 
misleading disclosures under its 
Takeover Code, and insider trading in 
the shares of Digital Globalsoft (DGL). 

Arora, given an opportunity for per- 
sonal hearing with Sebi on 28 August 
2003, denied the charges. On 24 Sep- 
tember 2003, Sebi passed another in- 
terim order confirming its first order. In 
October, Arora moved the SAT against 
Sebi's order. On 15 December 2003, the 
SAT heard Aroras appeal and asked Sebi 
to complete its investigations and sub- 
mit its final order by 31 March 2004. 

Sebi's final order came a day later 
and banned Arora from the market for 
five years (See'Sebi Browbeats Deadline 
But Delivers, BW, 12 April 2004). Sebi 


J 
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Sebi s counsel: 
| > Dada 

: o Miror 
Desai 





also admitted for the first time the cul- 
pability of Aroras employer, Alliance 
Mutual Fund. (Sebi later fined Alliance 
about Rs 18 crore and the latter has 
moved SAT against those orders.) 

BW decided to observe the trial, not 
only because it was an intriguing case, 
but also because it had far-reaching im- 
plications for investors. For Sebi, this 
was the most high-profile case it had 
filed under the chairmanship of G.N. 
Bajpai and a win could help establish his 
enforcement skills as he had already 
done exemplary work in improving the 
capital market infrastructure. Though 
SAT’s order in Arora's case is one of its 
longest ever (100 pages), there are a lot 
of things that transpired in the trial that 
you wouldn't find in the order. BW 
brings you a ringside view of the pro- 
ceedings that stretched over eight days. 

Day 1: The defence begins the case. 
Almost the whole day spent on Arora's 
bid for Alliance. By lunch time, the legal 
case has been dismissed. But Arora's 
lawyer, C.A. Sundaram, decides to tackle 
ethical and moral issues as well to clear 
unanswered questions in the tribunal's 
mind. He also says Arora quit Alliance 
on 6 August 2003 and the Sebi order 
came on 9 August 2003. The tribunal 
jokes: "They must have wanted you to 
settle down from the jet lag..." In one 


ANTHONY LAWRENCE 


THE SAMIR ARORA TRIAL 


Sebi 
loses 
face... 
. and 
zase 


part of the order, Sebi had said that 
Arora was synonymous with the fund. 
Tribunal member Lakhanpal suggested 
Arora should put that line in his resume. 
Sundaram replied: “We would be glad to 
do that if you dismiss the bad things said 
about me in the rest of the order.” 

Jokes apart, Sebi's counsel Rafique 
Dada had a way of making the defence 
camp nervous. In response to one of 
Sundarams statements, he said: "Face- 
less, voiceless investors have suffered 
because of this man's actions." As he 
pressed on about how Arora had caused 
a fall in the assets under management 
and the net asset value (NAV) of AI- 
liance's schemes, the judges seemed to 
be swinging Sebi's way. The defence 
then put this in perspective by showing 
that the market and most other funds 
had lost value in the period concerned. 
And assets under management typi- 
cally fall when ownership is uncertain, 
Sundaram said, pointing to the takeover 
of Zurich Mutual Fund. 

Day2: The defence punches holes in 
all the Sebi charges. The tribunal wryly 
comments: "T.M. Nagarajan (the Sebi 
member who wrote the order) normally 
writes very good orders. We don't know 
what pressure he was writing this un- 
der." When Sebi talks about the state- 
ments of Bansi Mehta (the auditor who 





THE CHARGES & 
WHAT THE SAT FOUND 
PROFESSIONAL MISCONDUCT 


m Had conflict of interest as bidder 
for and fund manager of Alliance MF 
No law against fund managers bid- 
ding for a fund. "Nothing secretive 
or sinister about it." 


Disclosures are a compliance offi- 
cer's responsibility; In May.2001, 
Sebi told Alliance that there was no 
need to club aggregate holdings of 
the MF and the FII for disclosures. 


9 Aiding and abetting the trustees 
and the AMC in violation of MF regula- 
tions by managing portfolios so that 
unitholders in the MF lose and the 
sponsor's Fil accounts gain 

No regulation against a fund man- 
ager doing this dual role. HSBC's 
Sanjiv Duggal and Templeton's Mark 
Mobius do the same thing. 


FRAUDULENT TRADE PRACTICES 


& Price manipulation in Balaji 
Telefilms, Mastek, United Phosphorus, 
and Hinduja TMT 

Nothing artificial... about the trans- 
actions... Not fair to pick up a dozen- 
odd trades spread over two years 
and analyse them in hindsight...” 


m Issuing misleading information 
(Positive statement about Digital on 5 
May 2003 pushed up stock price and 
Arora sold his holding soon after) 
Nothing misleading about the 
statement. "...It would be better 
for Sebi to ban access of all fund 
managers... to mass media." 


INSIDER TRADING 
w Insider trading in Digital Globalsoft 


Sebi had no evidence to show 
how information reached Arora 
and its order says that there is no 
need to show this. The informa- 
tion he was alleged to have was 
incorrect and cannot be con- 
strued as inside information. 
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arrived at the merger ratio between 
DGL and Hewlett-Packard India Service 
Operation and Som Mittal (CEO, DGL), 
Sundaram says: "There is an intrinsic 
flaw in Sebi proceedings. Cross-exami- 
nation of witnesses is not allowed." 
While submissions were being made 
and files passed around to the tribunal, 
Rajaratnam lifted one of them and said: 
"Retired judges should not have to deal 
with such bulky volumes; this needs ro- 
bust and healthy men..." 

Sebi contends that there was a clear 
conflict in Arora's interests as a bidder 
for the fund and its fund manager. SAT 
asks; "Why doesn't Sebi make it a rule 
then?" Sebi then says it has no objection 
to his bidding, but he should have re- 
cused himself from fund management 
at the time. "A president doesn't need a 
statute telling him how to act," says the 
Sebi counsel. Sundaram counters that 
Arora had opposed Alliance's decision 
to sell out, and when they didn't budge, 
Arora decided to bid for the fund, which 
he did, transparently, before other bids 
came in. Sebi says: "What he meant is 
‘sell it to me before anybody else..." 

Day 3: SAT asks Sebi: “Why can't all 
cases (against Alliance and Arora) be in 
one order? Doesn't Sebi have enough 
work? Except professional misconduct, 
all the charges are the same. We want to 
express our displeasure at the number 
of enquiries over the same facts." Sebi's 
defence: While there are penalty pro- 
ceedings against the company, there are 
no such proceedings against Arora. Sebi 
argues that Arora should have disclosed 
to Alliance unitholders the schemes he 
was bidding for with Henderson and 
cleared the air over his plans. 

Rajaratnam asks Sebi: "So you are 
saying he should have rebutted every 
rumour... Is there any obligation to do 
so? You may not be bound by what you 
say, but what we say is binding for the 
whole securities market." The SAT asks 
what action was taken against Alliance's 
debt fund manager Mohanty as his as- 
sets in the same period fell by Rs 644 
crore. But he wasn't bidding for the 
fund, Dada said. 

Day 4: SAT asks: “Conflict of interest 
doesn't need data to be proved. Why 
didn't Sebi act pre-emptively when the 
first report of his bid came out in De- 
cember 2002?" Sebi's charge under the 
Fraudulent and Unfair Trade Practices 





ID the Securities and Ex- 
change Board of India (Sebi) 
chairman G.N. Bajpai speak 
out too soon? The Securities Appel- 
late Tribunal (SAT), in its verdict, cen- 
sured Bajpai for his public state- 
ments against Samir Arora while the 
case was being investigated and 
when legal proceedings were on. 

The defence counsel, C.A. Sun- 
daram, mentioned an interview with 
the Business Standard newspaper 
on 30 September 2003. In it the 
Sebi chairman had said the agency 
was confident about nailing Alliance 
Capital's former chief investment of- 
ficer Samir Arora on charges of in- 
sider trading. He had added: "This 
impression is wrong that we wanted 
to target an individual. We wanted to 
target an evil — the evil of insider 
trading. Whomsoever gets involved 
has to be questioned. We want to 
make sure that before we say or do 
anything, we have sufficient ground. | 
have told my colleagues that you will 
not utter a word against an individual 
until you come to a conclusion. Sebi 
respects people and organisations. 
We do not prematurely talk about 
anybody... Otherwise, we would not 
have issued the order..." 

Sebi continued to give publicity to 
its actions. Then, in October 2003, 
Bajpai told CNBC: “I have enough ev- 
idence within the walls of this office 
to prove this case." 





Bajpai 
censured 


This meant that the Sebi chair- 
man had spoken his mind on the 
case before the inquiry was com- 
plete. Once Sebi's investigating offi- 
cer knew the views of his senior-most 
officer, he would be compelled to fall 
in line. SAT asked the defence if they 
would like to press this point. Sebi's 
counsel agreed that such interviews 
on matters pending adjudication 
were avoidable. But Sebi also sub- 
mitted that a different member of 
Sebi, T. M. Nagarajan, had written the 
order. Sebi tried to argue that Na- 
garajan was an independent mem- 
ber of the board and did not report to 
the chairman. 

Arora's counsel Sundaram chose 
not to press the issue at all. Lawyers 
say if he would have pressed the is- 
sue, then this could have been an- 
other ground for SAT to put aside 
Sebi's order. Then the SAT would 
have had to ascertain whether the 


| opinion of the chairman had indeed 


affected the order's contents. With a 
prejudiced and premeditated mind at 
work, the process would have been 
vitiated. And the showcause notice 
from Sebi to Arora and the personal 
hearing granted to him would have 
been just lip service, thus violating 
the principles of natural justice. 

Sebi has always wanted more 
powers. Recently, it got them. It's 
one of the rare institutions with two 
powers — investigation and adjudi- 
cation. It is both police and judge. So 
the judge can often end up dishing 
out penalties even when the police's 
investigations have not given conclu- 
sive proof. 

In Arora's case, it appears that 
Sebi spoke too soon, took action, 
but on flimsy grounds. On many im- 
portant cases Sebi has made the 
right noises, but has rarely taken 
things to their logical conclusion. The 
banking stocks rally in 2003, the 
ONGC affair, malpractices in mutual 


| funds... it's time Sebi's actions 


spoke louder than its words. i8 
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Act had three limbs. The first was non- 
disclosure of joint aggregate holdings of 
FII accounts and the ME SAT asked: 
“What’s the difference between a fund 
manager and a compliance officer? 
Should all fund managers be acted 
against?” “No, but Arora was managing 
three other accounts too, which he 
alone knew of,” said Sebi. SAT remarks: 
“If you are saying there are no Chinese 
walls between the MF and the FII, then 
the compliance officer should be 
hauled (up).” 

Sebi contended that Arora's trading 
favoured offshore investors over the MF 
and cited some dozen-odd transactions 
from 2001 to 2003 where the MF sold 
shares and the FII accounts bought 
them. SAT asks: “Why don't you have a 
rule that an Indian fund manager can't 
manage FII money instead of nitpick- 
ing? Is there any regulation that says 
anything about unpatriotic actions?" 
One of the transactions Sebi pointed out 
— Arora sold 52,000 shares in Hinduja 
TMT in 12 trading days in January 2003, 
allegedly depressing its share price. SAT 
was surprised. Total volumes in those 12 
days was a whopping 3.7 crore shares. 
Sebi’s contentions in this charge are 
reminiscent of another case that Ra- 
jaratnam keeps referring to as the 
‘Tehelka’ case, where First Global was 
accused of depressing prices of Wipro 
by short-selling 100 shares. 

Day 5: The insider trading charge 
comes into focus. The tribunal issues 
Dada a list of eight questions to answer 
by the next hearing. The questions are 
not easy for Sebi — broadly enquiring 
about the accountability in mutual 
funds and under what provisions a fund 
manager can be prosecuted indepen- 
dent of the company he worked for and 
its trustees? Later, the SAT asked: “Is it 
necessary to use this general provision 
(Section 11 of the Sebi Act) for specific 
punishments when there are specific 
provisions (Section 15)?" 

Day 6: Dada and Sundaram debate 
the standard of proof required for the in- 
sider trading charges. SAT holds: "Since 
this charge will lead to criminal prose- 
cution under Section 24 of the Sebi Act, 
we have to be very careful about holding 
him guilty" The standard of proof 
should be higher than that of a civil 
court, but less than that of criminal 
courts. Dada answers the eight ques- 
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HE events that eventually led to 

the case against Samir Arora 

started in December 2002, but 
the order against him came only after 
he quit Alliance Mutual Fund in August 
2003. Why? Even more intriguing was 
the fact that Sebi didn't involve Alli- 
ance Mutual Fund in the initial order, 
initiating separate proceedings 
against it much later. 

The question of what prompted 
Sebi's action against Arora came up 
during the proceedings. Sebi's coun- 
sel Rafique Dada submitted that they 
had received a complaint in the mu- 
tual fund (MF) department. Arora's 
defence counsel Sundaram said 
that if it were a complaint from an in- 
vestor, it would have reached the MF 
as well. But the fund house never re- 
ceived any such complaint. Sebi then 
produced the complaint letter to sat- 
isfy SAT's curiosity. When the defence 
asked for a copy, presiding officer Ra- 
jaratnam said: "You will not know the 
complaint, Sundaram, its confidential. 
What if it is politically sensitive infor- 
mation?" To which Sundaram said: 
"Sir, if its politically sensitive, we don't 
want to know." Sebi promptly kept the 


tions posed by SAT in the previous hear- 
ing and says: "Sebi may be tarnished 
with any brush, but Sebi represents the 
voiceless majority of investors. If we 
don't act, nobody will invest." The de- 
fence complains to the SAT about Sebi 
not having given them copies of their 
orders against Alliance, despite re- 
peated requests. "The feeling of a witch- 
hunt will go away if Sebi came forward 
with those," says Sundaram. 

Day 7: As Sebi struggles to show evi- 
dence of insider trading, SAT says: "We 
just want to know the evidence. We don't 
want you (Arora) to be in the position of 
a schoolboy in front of a headmaster." 
Sundaram says the voiceless majority 
that Sebi speaks of actually profited 
from the sale of Digital shares in May. 
The merger decision was made on 9 
June. If Arora had insider information, 
why would he sell his holdings before 12 
May? Sebi moves away from the argu- 
ment that Arora knew the merger ratio 
and says that he knew it would be dis- 
cussed at the 12 May board meeting, 


letter back. 
However, a former officer in Sebi's 
MF department says: "We had no clue 
about the investigation against Arora 
and heard it for the first time only 
through the media. That means the 
decision to prosecute him must have 
come straight from the top." Lawyers 
say the kind of charges levelled 
against Arora could not have come 
from an ordinary retail investor — it 
was from someone (or some organi- 
sation) in the funds business whose 
interests had been harmed. While 


Who complained? 


Arora was one of the most envied fund 
managers in India, there were a few 
players whose interest he may have 
trod upon when the bidding for Al- 
liance MF was on. 

Arora had put in his bid for a man- 
agement buyout of Alliance on 6 De- 
cember 2002. Eleven indicative bids 
from other players were received on 9 
December 2002. In the second round, 
there were only five bidders. The due 
diligence was on during 13-29 Janu- 
ary 2003. HSBC, for example, put in a 


though it wasn't on the agenda. But the 
ratio wasn't discussed in that meeting. 

Moreover, calling Arora an insider 
was contentious. Sundaram turns to the 
Reliance-Larsen & Toubro case, where 
Sebi said being an insider is not enough. 
He says: "I don't agree with Sebi's order, 
but will rely on it. If they are still defend- 
ing that order, then how can they have a 
different yardstick for us? A lot of other 
funds sold the stock in May too." 

The SAT asks: "Were they all insiders, 
as any day in May is before 9 June? Arora 
has to be shown to have knowledge that 
others didn't, and so he stole a march on 
them." SAT tells Sundaram: "You don't 
have to prove beyond reasonable doubt, 
they (Sebi) have to." 

But when Dada argues that the in- 
terview (to a newspaper) by Arora 
favouring DGL days before he sold all 
his stock smacked of something fishy, 
the SAT sternly tells the defence: "Sun- 
daram, you have to explain that." 
Though Sundaram manages to explain 
why the interview wasn't misleading, 
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bid of $28 million on 31 January 
2003. But it was considered to be too 
low. HDFC AMC was also a front-run- 
ner. On 14 January, it made a pre- 
emptive bid of $40 million-50 million, 
higher than Arora's bid with Hender- 
son Global ($32 million-35 million). 
Arora had allegedly made it clear to 
Alliance that he would continue only if 
his bid with Henderson won. 

Alliance, said Sebi's lawyers, had 
then offered Arora a 2 per cent incen- 
tive if the sale to HDFC went through. 
In the meanwhile, the uncertainty led 

to Alliance losing assets worth 

Rs 644 crore in debt funds and 

Rs 187 crore in its equity funds. 
Due to this fall in assets in the interim, 
HDFC was not even ready to pay $36 
million later, the minimum price Al- 
liance had in mind. The other bidders, 
too, withdrew. Eventually, Alliance 
changed its plans of selling out. 

Did one of the bidders blow the 
whistle? We can only guess. Interest- 
ingly, Sebi said in the tribunal that it 
was not aware of Arora's bid for the 
fund, but the very first line in Sebi's 
show cause notice to Arora mentions 
media reports about his bids. 8 


there are a few nervous expressions in 
the Arora camp at the question. Sun- 
darams quote of the day: "Bang on law, 
if you have the law. Bang on facts, if you 
have facts. Bang on the table, if you have 
neither." 

Day 8: Closing arguments by both 
sides take only a couple of hours. The 
day's highlight — Rajaratnam lifting an- 
other heavy manual, says: "This is how 
Tendulkar got his tennis elbow..." The 
court asks for written submissions from 
both sides and reserves their judgement 
for a week later. 

You already know what the judge- 
ment said, now you know how it was 
reached. Arora can breathe easy, but the 
case may not be over yet. Sebi could 
move the Supreme Court against this 
order. Incidentally, the very last line of 
the SAT order commends Sebi counsel 
Dada "for drawing the right balance be- 
tween the interest of the regulator and 
in assisting the tribunal in search of 
the truth". d» 

VIKAS DHOOT 
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sz For some, small is beautiful 


ITH BPO employee at- 

trition at over 40 per 

cent in metro cities, the 

next 12 months might 

well see companies seriously evaluate 

the tier-II towns. Take TransWorks, the 

Aditya Birla Group BPO company with 

employee strength of 2,500, and a focus 

on banking and financial services. It is 

looking at a small town move over the 

next few months. Prakash Gurbaxani, 

CEO, says that the company will add an- 

other 1,000 people on its rolls in the next 

12 months and also set up a facility in a 
tier-Il town. 

As for locations, Gurbaxani remains 

non-committal, but sees destinations in 
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According to Software Technology | nomic Development Council and Nas 


central India as promising. That in- | Parks of India (STPI), Nagpur has 70IT | com held a joint ‘Opportunity Nagp: 
cludes Nagpur where real estate is 20-30 | companies with an export turnover of | meet’, attracting IT honchos, includiny 
per cent cheaper than in Mumbai or | Rs 20 crore for the last fiscal. The im- | those from IBM, NIIT, MPhasis BFL and 
Bangalore and labour costs 25-30 per | proved infrastructure only makes it | MindTree Consulting to the city. Thi 
cent lesser than in Delhi. Added to that | more attractive. The local IT association | ange city is not just catching up | 


are the good roads, availability of tele- 
com links and Nagpurs reputation as a 
big educational centre for central India. 


is also leaving no stone unturned in at- 
tracting BPO companies. 
Only last week the Vidarbha Eco 


other tier-I] towns. but could soot 


new benchmarks for them 
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In-depth coverage of the US Elections Vote for the US President and win a trip for 2 to CINN's 


Headauorters in Hona M teem 
CNN's global coverage of world events and issues offers unique insight | g 
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world, CNN presents an international view of the story and its global 


consequences. Follow the race for the White House with CNN 











DEVILS ALTERNATIVE 
This one’s a first, arguably. The 
Rs 1,007-crore Mirc Electron- 
ics, which owns the Onida 
brand, is setting up multi- 
brand service centres across 
the country. It has tied up with 
makers of non-competing pro- 
ducts to service their goods — PC monitors for Wipro, printers 
for Epson, UPS systems and motherboards for Kobian of Singa- 
pore, GSM mobile handsets for BenQ and CDMA phones for Ky- 
ocera. Mirc is also talking to some IT companies for a similar 
arrangement. Already 186 of its 430 service outlets can service 
other brands. In another year, that number would go up to 410. 
Jeevendra Prasad, head (national service), Mirc, reckons servic- 
ing multiple brands will help leverage costs better. 


UP, UP AND AWAY Is Internet 
advertising booming? According 
to data released by the Internet 
and Online Association 

(IOA), Indian companies 

spent Rs 79 crore on online 
advertising in 2003-04, up 90 
per cent from Rs 42 crore in 
2002-03. The number looks 
small; it is just under 1 per cent 
of the total advertising pie of Rs 8,693 
crore. Read between the lines to know that a 

chunk of the spends are coming from the hot new sectors, so 
growth is unlikely to taper off anytime soon. For example, finan- 
cial services accounted for 35 per cent and travel and tech 30 
per cent of total online ad spends. Compare that with the 13 
per cent from FMCG, consumer durables and telecom put to- 
gether. Now add the fact that the number of Net users are ex- 
pected to rise to 5.7 million by 2006-07 and ad revenues to 
about Rs 280 crore. This boom is here to stay. 


ADVERTISING & MARKETING 


A GUJRAL FOR YOUR WALL(PAPER) 
If your ringtone is a Mozart, it's only fair 
your screensaver is Satish Gujral. Begin- 
ning this week, Samsung is offering mo- 
bile downloads of three Gujral paintings 
on its phones from http://in.samsungmo- 
bile.com. This follows in the footsteps of 
masters like Chagall, Dali, Van Gogh, 
among others, whose works are interna- 
tionally available for mobile downloads. 
The idea is to create a pull for Samsung 
phones with content other than film songs 
and ring tones. It is not so much about rev- 
enues as it is about increasing the variety 
of content on mobile phones says a Sam- 
sung spokeperson. Will your next pur- 
chase be a Hussain? z 






























VIRAL MARKETING 


Worming in 


HERE’S a new virus on the loose. But this one would 

rather chomp through your wallet than your hard 

disk. Enter viral marketing. The term was coined in 

1997 by venture capitalist Steve Jurvetson to de- 
scribe Hotmail's idea of tagging every mail with a promo for 
its services to get more people to subscribe. More recently, in 
his book Unleashing the Ideavirus, new-age marketing guru 
Seth Godin talks about treating a product or service like a hu- 
man or computer virus. Viral marketing involves a product 
with a ‘wow’ quotient and the use of non-mass media tools of 
communication — SMS, the Internet, email or the word of 
mouth — to get people talking about it. 

In India, Coca-Cola's recent ‘Wakau’ promotion for Vanilla 
Coke was one of the first attempts at viral marketing. People 
were encouraged to SMS the word ‘Wakau' to 8558, the mes- 
saging service run by Mobile2win.com, to win prizes. 

What set it apart from a regular SMS campaign was 

that to improve the chance of winning, every person 
had to get five people to take part in the contest. So it 
was five to 25 to 125, and so on. The campaign got 
440,000 SMS responses in four weeks. That's huge. Nor- 
mally, an SMS brand campaign gets 1 lakh to 1.5 lakh 
responses. Stanchart's Manhattan credit card's ‘WOW’ 
used the viral approach to get nearly 200,000 responses 
ina couple of weeks. 
When Westside launched its Colaba store in Mumbai 
last April, it delivered chocolates from Taj Hotels to 10,000 
residents of South Mumbai in a single day. Says Himanshu 
Chakrawarti, general manager, Trent, the company that runs 
Westside: "It created a phenomenal buzz. People would walk 
into our store and thank the manager for making them feel 
special." It worked so well that Westside repeated its word-of- 
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HAT is hottest admen 

Rajiv of the eighties 
Agarwalupto?A Ew and nineties, 
few weeks after that's unusual. 
quitting Bates, In 1997, he had 


the charismatic 
adman tells us 


teamed up a 
second time 


that he is keep- i with Moham- 
ing his options E- mad Khan to 
open. In Mum- 2 form Enter- 
bai ad circles, : prise-Nexus. 
however, his exit Till he opted 
has raised several eyebrows. | outin 2001, the combina- 
This is the second assign- tion of Agarwal's business- 
ment he has chucked up in savvy skills and Khan's cre- 
less than two years. Coming | ativeleadership was one of 
from Agarwal, 48, an IIM-A the few examples of a well- 
alumnus and one of the managed creative hotshop. 
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mouth strategy before it opened its store in Indore. 

In India, viral marketing largely latches on to mass media 
advertisements. But it does have potential. According to SMS 
service providers, a viral campaign would cost Rs 3 lakh-4 
lakh. Going by 'Wakau' and ‘WOW’, a campaign could reach 
nearly 4 lakh people, keeping the cost per contact at à low Re 1 
or so compared with about Rs 5-10 for a direct mailer. Yet, as 
things are at the moment, a viral marketing campaign can't 
look beyond customer acquisition. Says Ganesh Mandalam, 
CEO of Xerago, a marketing solutions firm: “It would be diffi- 
cult to build a return-on-investment function around viral 
marketing. Other forms of marketing are required for cus- 
tomer retention and lock-ins.” Xerago did a viral campaign 
for Kingfisher's F1 club in Bangalore 

Also, as a marketer, you can't actively involve yourself after 
the first round of promotions. Says marketing consultant 
Farida Sabnavis: “Either the product or the promo has to be 
good enough to create a buzz around itself. That's the only 
way a viral approach will work.” d 

IRSHAD DAFTARI 


AROUND 


er (another WPP agency), 
was forced to ask for his res- 
ignation. Agarwal's version 
differs: *RMG David was not 
as independently run as En- 
terprise- Nexus," he says. On 
| hisnext stint at Bates, Agar- 
wal says he had to steady the 


So, what really hap- | 
pened? Says Ranjan Kapur, 
country manager, WPP 
(which owns Bates and RMG | 
David): “Rajiv wasn't able to 
devote his attention and 
time to Bates due to medical 
reasons. He has to figure out 
his approach to life.” Insid- ship after former CEO Mad- 
ers at RMG David, where | hukar Kamath's sudden exit. 
Agarwal worked before | Butsix months later, WPP 
moving to Bates, agree that took over Bates' parent, Cor- 


“he was unable to attend of- 
fice. He suffered a stroke and 
was under sedation-induc- 
ing medication." Within 
eight months, Kapur, then 


chairman at Ogilvy & Math- | 


diant. With Kapur in the sad- 
dle, Agarwal's tenure was 


| destined to be short-lived. 


For now Agarwal's motto is 


| no work, and all play. s 


ADITYA KHANNA 


MEDIA ROOM 


S Jaipal Reddy on his 

way out? That's what a 
little birdie told me last 
week in Mumbai. Most 
people attribute it to the 
imminent Union Cabinet 
reshuffle. Even so, it might 
just bring hope for the radio 
and television broadcasting 
industry. Within the broad- 
casting community, there is 
intense impatience at the 
speed with which the 
minister in charge is 
running the show. After 
over four months of power, 
there has been no major 
decision coming out of the 
ministry. The person being 
discussed as a possible 
replacement — science 
and technology minister 
Kapil Sibal. 


E refuses to say 

anything and wams 
me to beware of ‘rumour 
mongers', but Tariq Ansari's 
Mid-Day Multimedia will 
soon be launching a TV 
channel. The Mumbai- 
centric channel will most 
probably be called ‘022’, 
the trunk dialling code for 
the city. 'Rumourmongers' 
also say it is likely be a 
news channel that will 
compete against the likes 
of Sahara Samay Mumbai 
(which is doing well) and 
local cable channels. 


peaking of local 

media, this one 
looks very promising. 
Time Out Mumbai, a 
fortnightly launched in 
September, captures very 
succinctly and in style the 
colours, smells, textures 
and fabrics that make up 
Mumbai making it a nice 
and useful read. The Rs 25 
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listings magazine comes 
from the £20-million Time 
Out Group, UK, which has 
licensed the brand to 
Paprika Media. 

The tombstone says 
that Smiti Ruia is the 
publisher, which means 
that either the Ruias in 


| their personal capacity, or 


the Essar Group is the 


|. licensee. Time Out has a 


mix of articles on 
happenings, art, culture, 
theatre, food, travel, 
television and films, among 
scores of other things in 
the city. The listings format 
of Time Out has worked 


^ fun — * 
557 In 

VUUS IYF 
WY NAJA 


Mumbai 





very well across London, 
New York, Chicago and 
several other cities around 
the world. 

The magazine was origi- 
nally launched in 1968 as a 
weekly listings magazine in 
London — an edition that 
still thrives — by Tony Elliot. 
He has licensed the title out 
in most other markets, in- 
cluding New York, where he 
owns a 45 per cent stake. If 
local advertising is where 
action is going to be, and 
every indicator suggests 
that, the timing could hardly 
have been better. E 
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Pavillion space, up for booking at Infocom 2004. 


Get set and grow with Infocom 2004. Talk shop, network, reach out to your prospects. 
This year Infocom aims to be larger than before with 75,000 sq. ft. of fully air-conditioned halls 
and broadband Internet connectivity. It is not just the greatest networking opportunity of the year but also 


the best market for IT products and services. Book your stall before November |, to avail of a |0% discount. 


Stall size : 3m X 3m or 6m X 5m and multiples 
Contact : Rudrashis Nag (Calcutta): 098313 10118, Vijaya Saran (Delhi): 098105 08972, Anusuya Roy (Mumbai): 098209 99280, 
Indrani Chowdhury (Bangalore): 098452 90040, Rajib Reddy (Chennai): 098410 33442 


E-Mail : infocom2004@abpmail.com: Website: www.indiainfocom.com 





DELL ae SIEMENS | PAILAN 
TATA INFOTECH a PP RE + LLL L LLLI 


NORTEL Ks | RAV 

















Conference & Exhibition 


Businessworid 





December l-5 , 


Conference: ITC Sonar Bangla, Calcutta 


Brand Sponsor 





— NCR 


2004 * Calcutta * India 


Exhibition: Outside Salt Lake Stadium Grounds. Ca 


NASSCOM 


Play the game 


Official Banker 










The author is 
consultant editor of 
The Telegraph 


We need 
standar- 
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exams, 
just and 
objective 
selection 
by the 
private 
sector, 
and many 
scholar- 
ships for 
poor 
students 











injustice 


HE UPA government wants to 
make the private sector reserve a 
certain proportion of jobs for Sch- 
eduled Castes and Tribes (SCTs). 
Anyone who favours this would ar- 
gue that the private sector does not give SCTs 
the jobs it would have to if it recruited people 
by open and fair competition, and would point 





to the prevalence of jobbery and sifarish in the | 


private sector. Where recommendations mat- 
ter, people who do not have connections will 
suffer. Alternatively, he must believe that SCTs 
have been historically oppressed and discrimi- 
nated against, and that it is good justice if, in 
compensation for the suffering of one SCT in- 
dividual, another who had nothing to do with 
the first was rewarded with a job. 

It is possible to test whether caste matters. 
For instance, SCT applicants could be made to 
apply for jobs in their own names and, alterna- 
tively, assuming high-caste names, and the dif- 
ference it makes to their employability could 
be found out. In fact, discrimination based on 
caste, and even more on religion, could be 
abolished if every citizen on birth was given a 
neutral, state-approved name. It would be pos- 
sible to give names consisting of a three-sylla- 
ble first name and a two-syllable surname to 
the entire world's population such that no two 
persons will have the same name. If people are 
attached to the currently favoured names for 
sentimental reasons, they can continue to use 
them as nicknames. 

But societies do not usually like rational so- 
lutions; a more roundabout solution must be 
found. It must lie in enabling private employ- 
ers to recruit entirely on the basis of merit, and 
if they do not do so, in revealing how far they 
have departed from merit. Merit is contextual; 
it must depend on the job people are supposed 
to do. But skill requirements must be defined 
as objectively as possible for every job, and ex- 


aminations must be devised that would mea- | 


sure the skill as accurately as possible. Schools 
and colleges do the latter routinely; what is 





Removing job 


needed is to review examination and selection 
techniques and find the one that fits employ- 
ers' requirements as accurately as possible. 
The government can supplement this process 
by setting up objective nation-wide exam- 
inations for standard subjects — as closely 
tailored to the needs of the job market as possi- 
ble — to be taken at fixed stages in a student's 
life, in effect, a national equivalent of Senior 
Cambridge for middle school, high school and 
college graduation. 

Once this is done, it would be possible to 
measure for each employer what proportion of 
jobs hegave to the best qualified person. It may 
bethat most private sector jobs do not go to the 
best candidates; but we can know only if selec- 
tion is carried out by agencies other than the 
employer on the basis of objective examina- 
tions. Employers may have reasons to depart 
from selecting the best candidates; often they 
may also want candidates that fit into an or- 
ganisation. But, at least the influence of such 
subjective factors would be quantified. If it is to 
withstand the pressure for SCT reservations, 
the private sector will have to adopt unassail- 
able recruitment practices. 

If it does so, it will also expose how far the 
underrepresentation of minorities — whether 
they are SCTs, Muslims or North-easterners — 
is due to lack of deserving candidates. It will 
thereby show the government what it has to 
do: improve the education of minorities to give 
them an equal chance in competition with the 
long-nosed, big-eyed, brown-skinned caste 
Hindu majority. And the way to do so would be 
not to pour more money into government 
schools, but to give scholarships to the bright- 
est minority students for a certain proportion 
of seats — say, a quarter — in the best schools 
and colleges so that they can live just like their 
richer upper caste co-students without finan- 
cial stress. That is the way to annihilate the 
caste and religious biases that shame India. It 
will not abolish the curse of poverty, but at least 
it will divorce it from caste and religion. ia 
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surprisingly affordable style 


CASUAL WEAR 1 Full sleeved polo Tee with denim collar Rs. 699/- 2. Dobby shirt Rs. 699 
3 Full sleeved overdyed twill shirt Rs. 799 
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Surprisingly affordable style 
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1 Smart 2-ply filafal shirt Rs. 699/- 2 Poly cotton chambray easy care shirt Rs. 699/- 
3 10096 cotton textured shirt Rs. 699/- 
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MENS ETH NIC 1 Cotton silk kurta pyjama with hand embroidery Rs. 2099/- 2 Black 


Rs. 3499/- 3 Maroon kurta pyjama set with embroidery Rs. 2099/. 
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Surprisingly affordable style 
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1 Barcode striped shirt Rs. 599/-; black formal shoes Rs. 990/- 2 Barcode striped shirt Rs. 599/- 
3 Barcode striped shirt Rs. 599/-; black formal shoes Rs. 990/- 
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The author runs a 
boutique consulting 
company specialising in 
life sciences in Princeton, 
New Jersey. He can be 
reached at 
vasant@scriplogix.com. 


Our 
culture 
promotes 
rote and 
our 
schools 
compel 
conform- 
ance 
while 
American 
schools 
instil self- 
belief 
and team 
spirit 
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Innovation begins 





at school 


Y last thought piece (‘Inno- 
vating the Future’, BW, 21 
June) evoked the maximum 
responses from readers to 
anything that I have written 
so far. The message of the article was that it was 
crucial to align the emerging recognition of our 
‘wetware’ (globally applicable intellectual ca- 
pacities) at home with ‘software’ (innovation 
policy, cultural propensity to lead, education 
system, enforcement of rights, etc.) and ‘hard- 
ware’ (network of interconnected technology 
hotspots, intercontinental alliances) that re- 
flects the innovation imperative. 

Some readers pleaded temperance of ex- 
pectations and the need to move gradually 
from poverty to plenty. With all respect, this is 
the advocacy of mediocrity. Mediocrity predi- 
cates measured steps toward self-sufficiency 
while innovation compels breaking the mould. 


India needs three things to be a fountainhead | 


of innovation: exceptional competence, bullish 
confidence, and an ability to play in teams. 

We carry deep-rooted cultural baggage that 
hinders questioning and promotes rote. Our 
schools compel a higher degree of confor- 
mance than those in the West. How many times 
do we tell our children what not to do as op- 
posed to what boundaries to cross? My father 
constantly emphasised the importance of edu- 
cation and the diktat of substance over style. 
While the former is a solid, eternal value, the 
latter, I would now argue, is obsolete in the 
globalising world. Style now, indeed, shapes 








substance! I sit at many a presentation today | 


when a sale is transacted on a PowerPoint pre- 
sentation, confident talk and little else. 

Unless we are supremely confident of our- 
selves, we can never be good team players. 
Team play demands that you trust yourself, and 
trust the others at least as much as you trust 
yourself. I have always been amused at Indians 
on board a landing aircraft springing to their 
feet and reaching for their bags before it has 
come to a stop. The reason given is always the 


same: what if someone carries away my bags or 
it gets mixed up? 

Confidence and team play is what schools 
in America teach best. | was at my son's school 
at Princeton last month to attend a function to 
honour the winners of the annual class project. 
The project required groups of five students to 
build a model bridge. Each group had a desig- 
nated project manager, architect, carpenter, 
accountant and transportation manager. The 
'warehouse' supplied materials that the chil- 
dren had to 'buy' with an initial kitty allotted to 
each group. The architects designed the 
bridges based on models in books, on the Web 
and wild imagination (these are kids aged 10 
years or less), the transportation managers 
took care of the logistics of material delivery 
and helped optimise spending, the carpenters 
translated the design, the accountants signed 
checks and kept books, and the project man- 
agers maintained the project schedules. 

The nine bridges were then tested (to à 
hideous din). And awards were given to the 
team that spent the least and the most, the 
quickest finish and the latest, the most aes- 
thetic design, the best accountants, the most 
patient project managers, and so forth until 
each child had four certificates, medals and 
embarrassing encomiums heaped on him/her! 

My son, the only child of Indian origin there, 
said to me later they may have had a better 
bridge if he had built it alone. There was a ‘pro- 
ject manager' of European descent who was 
asked to make a minor modification to the 
model to help in the load-bearing test. He 
walked across the room to 'confer' with his 
team before indicating his assent. 

That is the fundamental difference in the 
approach to innovation in the US — it starts at a 
level when we are stuffing geometry and arith- 
metic into our children in India, to build Brobd- 
ingnagian knowledge repositories, while huge 
celebration of little knowledge builds colossal 
confidence in tomorrow's innovators here! 
There lies the rub! * 
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- India's policy PARADOX 


MANUFACTURING OR 
SERVICES? 


India's stunning economic 
growth was driven by its 
success in services. Yet our 
policy planners have always 
wanted future growth to be 
manufacturing-driven. The 
hope is that it will add more 
low-end jobs and narrow 
income inequities. But is 
this reasoning right? 








Stephen S. Roach, MD and chief 
economist, Morgan Stanley, visited India 
recently. In this report, he asks why we 
are obsessed with manufacturing 


ACK in India for the second time in 
five months, | was eagerly awaiting 
the drive to Pune. On my first trip, I 
concentrated on India’s dynamic 
IT-enabled services sector. | knew 
nothing first-hand of the manufac- 
turing story. A journey to Pune, 115 miles 
southeast of Mumbai and one of Indias major 
manufacturing centres, would change that. | 
must confess I was also curious about the 
quality of the excursion. I had been told that 
the Mumbai-Pune expressway was Chinese- 
like in modern construction. For a nation 
with a glaring infrastructure deficiency, 
maybe this was a hint of how India might 
close that gap. 

The physical experience of the drive bore 
little resemblance to several comparable 
journeys that I have made in China. It took 
about three-quarters of an hour to snake 
through the outskirts of Mumbai before we 
actually reached the expressway itself. The 
road was certainly a huge cut above any other 
motor routes I had been on in India — espe- 
cially the three-hour trek from New Delhi to 
Agra to see the Taj Mahal. But by Chinese 
standards, I would rank the six-lane, barely- 
divided Mumbai-Pune expressway a B-mi- 
nus, at best. The exit experience was even 
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worse than the approach — a tedious drive on 
low-quality local roads to get from one com- 
pany to another. And then there was the 
equally uncomfortable return-trip to Mum- 
bai — all in all, a six-hour driving experience 
that left me exhausted, head-spinning, and 
with a sore back. If this is progress in closing 
India's infrastructure gap, the problem is even 
worse than I had imagined. 

After two trips to India this year, | am 
struck by the extraordinary paradoxes of its 
economic growth model. Despite the stun- 
ning successes of its IT-enabled services 
companies, India believes that prosperity 
ultimately will come from a thriving manu- 
facturing sector. 

I certainly understand this aspiration in 
one important respect: Unlike the IT sector, 
which hires Indias best and brightest out of its 
universities, manufacturing attracts lower- 
skilled and less-educated - offering opportu- 
nity at the lower end of the income spectrum 
for a nation with a staggering poverty prob- 
lem. But the Indian manufacturing model, in 
my view, continues to suffer from three major 
deficiencies — a lack of infrastructure, a low 
national savings rate (a little over 20 per cent), 
and anaemic inflows of foreign direct invest- 
ment (barely $4 billion in 2003). Ofthose con- 
straints, the infrastructure gap 
is the most serious. Not only 
does it risk crimping the effi- 
ciencies of supply-chain man- 
agement and nationwide de- 
livery capabilities, but it raises 
serious questions about the 
transportation requirements 
of a dynamic export sector. 
Services, by contrast, need 
none of the above. Moreover, 
India's new services dynamic 
plays to some of the nation's 


DILEEP PRAKASH 


greatest strengths — education, entrepre- 
neurial spirit, and IT literacy. Services also rest 
on a platform of e-based connectivity — of- 
fering an important end run around a mas- 
sive physical infrastructure deficiency. 

But I have long felt that there is another 
glaring shortcoming of Indias manufacturing 
solution — a mistaken impression of its job- 
creating potential. Two of the plant visits I 
made in Pune drove this point home. First, 
there was the Bajaj motorcycle factory — a 
most impressive facility that was using state- 
of-the-art technology (i.e., Japanese robotics 
enabled with Indian IT) and Japanese pro- 
duction techniques to turn out 2.4 million 
two-wheel vehicles annually with approxi- 
mately 10,500 workers. By contrast, in the 
mid- 1990s, Bajaj needed a workforce of some 
24,000 to produce only 1 million vehicles. 
Then there was Tata Motors — a jewel in the 


crown of one of India's oldest and greatest | 


companies. The vast 510-acre Pune facility 
felt like an Indian Detroit — complete with a 
university-like training campus, design, engi- 
neering, and testing facilities, and vertically- 
integrated production and assembly lines for 
cars, light- and heavy-trucks, buses, and, of 
course, SUVs. Yet the Tata Motors workforce 
has also shrunk significantly over the past 


decade as its vehicle output has soared; in | 


early 2004, about 21,000 workers produced 
311,500 vehicles, whereas in early 1999, it 
took some 35,000 workers to produce 129,400 
vehicles. These examples are indicative of the 
tough uphill battle India faces in achieving a 
manufacturing-led solution to its daunting 
unemployment and poverty problem. Even 





as reforms accelerated over the course of the | 


past decade, job growth in India’s manufac- 
turing sector — which employs only about 11 
per cent of the nation's total workforce — av- 
eraged just 2.1 per cent per annum over the 
1994 to 2000 period, identical to the sluggish 
pace over the 1983-94 interval. 

In today's intensely competitive world, 
manufacturing success is all about productiv- 
ity prowess — and the capital-for-labour sub- 
stitution strategies that are central to achiev- 
ing such efficiencies. Manufacturing has 
become an intrinsically labour-saving en- 
deavour, even in low-wage economies such 
as India and China. 


Services, by contrast, remain labour-in- | 


tensive endeavours. That's especially the case 


for knowledge-based activities that are now 


driving the growth of Indias most vibrant ser- 
vice companies — not just call centres and 
data processing facilities at the low end of the 
value chain but also software programming, 
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engineering, design, and a broad array of pro- 
fessional services (such as lawyers, accoun- 
tants, actuaries, medical workers and doc- 
tors, consultants and financial analysts) at the 
upper end of the value chain. 

Labour-saving productivity enhance- 
ment means that a manufacturing-led em- 
ployment strategy requires huge scale for suc- 
cess. That appears to be working reasonably 
well in China. But given Indias deficiencies in 
infrastructure, savings and FDI, such scale 
looks extremely problematic for the foresee- 
able future, in my view. By contrast, labour- 
intensive services need less scale to drive job 
creation. The trick for India, of course, is to 
create enough job opportunities at the low 
end of the occupational hierarchy to avoid a 
situation of worsening income disparities be- 
tween the haves and the have-nots. That's no 
easy feat for a services- or for a manufactur- 
ing-based economy. 

My services-led argument basically fell on 
deaf ears in India. At least that's the pushback 
[ have gotten consistently from a broad cross- 
section of Indian investors, corporate execu- 
tives, policy makers, government officials, 
politicians, and academics. Services are 
viewed as interesting but not essential to In- 
dia's economic development. For me, that's a 
huge disconnect — not just from an analyti- 
cal point of view, but also out of step with In- 
dia's intrinsic strengths and recent successes 
in services. A new India still aspires to do it the 
old way — the manufacturing way. 

But courtesy of last May's election 
shocker, a new India also has a new govern- 
ment. That was another important reason 
why I made such a quick return trip — to as- 
sess the potential impact this political sur- 
prise might have on the Indian economy. In- 
dia's stunning successes over the past decade 
are largely a by-product of impressive govern- 
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THE MUMBAI-PUNE 
EXPRESSWAY 


Stephen Roach gives this 
showpiece infrastructure 
project a B-minus when 
compared to the new 

highways in China. Bad 

| infrastructure is the 

Achilles' heel of India's 
manufacturing-driven job 
growth strategy. 





ment-led reforms. A political reversal raises 
understandable questions as to the commit- 
ment to reform. On the surface, there appears 
little to worry about. The two leaders of the 


new governing coalition — Prime Minister | 


Manmohan Singh and Finance Minister P. 
Chidambaram — were, in fact, leading archi- 
tects of the reforms of the early 1990s. And 
there are no signs that these leaders are about 
to reverse course on the reform front. 

That's the good news. The bad news is that 
I also detected a worrisome under-current of 
concern over the lack of new government- 
sponsored reform initiatives. The view inside 
of India is that the politics of ‘coalition man- 
agement' — namely, pandering to what the 
insiders call a ‘noisy Left' — are diverting en- 
ergy away from the heavy lifting of new re- 
forms. This view came through loud and clear 
in my discussions with the government and 
the private sector. One of India’s captains of 
industry put it best: “The new government is 
focused more on staying afloat rather than on 
moving forward. They must confront the Left 
once and for all — or risk losing momentum 
on the economy.” 

There is little doubt as to the sincerity and 
competence of the new leadership. But there 
is a growing sense that political considera- 
tions are neutralising that competence. In 
one of my meetings with a senior government 
official, | must confess I walked away with a 
similar feeling. The discussions were focused 
more on politics than on action. I detected a 
real frustration in several of my meetings with 
leading Indian businessmen. In their words, 
they were looking for the new government “to 
grasp the moment and light a fire”, India has 
come so far over the past decade that there is a 
palpable sense of urgency not to lose any 
momentum. There is growing fear that could 
be happening. 

I pushed India’s senior government lead- 
ership to respond to this critique. The re- 
sponse was straight-forward: "Give us time." 
How much? "Watch the next 
four to six months,” was the re- 
sponse. And what should I 
look for to judge the economic 
success of the new govern- 
ment? Four action items were 
on the checklist: infrastruc- 
ture, removal of public-private 
partnership constraints, FDI 
incentives, and agricultural re- 
forms. I was told to watch for 
progress (or lack thereof) in 
four industries, in particular — 
insurance, airports, finance, 
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and energy. One thing came through loud 
and clear: infrastructure was at the top of the 
list. There is clear recognition in the govern- 
ment and in the private sector that India's fur- 
ther progress could well be stymied if the 
infrastructure constraint is not tackled imme- 
diately. My own limited experience in getting 
around India says it's hard to argue with that. 

I left India with a gnawing sense of con- 
cern. For the time being, the Indian economy 
is performing very well. Real GDP was just re- 
ported to have increased by an above-con- 
sensus 7.4 percent in Q2 2004 following three 
quarters of gains averaging 9 per cent. 
Notwithstanding a possible blow from an oil 
shock, growth momentum in the 6-7 per cent 
range should remain intact for the next few 
years. That gives India time to ponder the next 
step. But that next step is a big one, with enor- 
mous strategic implications. Largely for that 
reason, the manufacturing fixation disturbs 
me, Dont get me wrong. | am not arguing that 
India should turn away from industry. But 


_ this approach needs a reality check — espe- 


cially given the serious constraints on the in- 
frastructure, FDI and saving fronts. Paradoxi- 


. cally, while India is very proud of its 





services-led progress, most seem to trivialise 
the potential macro implications of this 
trend. Quite frankly, that astonishes me. 
Ultimately, India — like China — is a re- 
form story. But reforms always require politi- 
cal will — never a problem in China butlong a 
constraint in India. For a nation with a legacy 
of bureaucratic interference and a govern- 
ment that has a knack for ‘getting in the way’, 
the immediate challenge is all the more im- 
portant for India's new ruling coalition. It is 


. equally important, however, not to lose sight 


of the longer-term issues. Yes, the Chinese 
growth miracle seems to have left India far be- 
hind. But India has over a dozen world-class 
companies, fully functioning capital markets, 


| asolid banking system, and a thriving entre- 


preneurial culture — all of which China is 


| lacking. Chinas strength is resource mobilisa- 





tion. India’s strength is a well-developed insti- 
tutional framework. Success is an all too fickle 
commodity in the long history of economic 
development and prosperity. Who's to say 
which approach works best in the end? 

For India, the last decade has seen extra- 
ordinary progress on many counts. Any back- 
sliding on the pace of reforms would be espe- 
cially painful in the aftermath of such 
impressive momentum. Like the trek from 
Mumbai to Pune, the road to economic de- 
velopment is a long and arduous journey. In- 
dia is now at a key fork in that road. f] 
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Steering wheel of power transmission 


NDIAN Power transmission giant, Fenner 

India Limited, recently launched a range of 

maximum energy saving Synchrononous 
Belts, the first of its kind in the country. They 
are undisputed leaders and continue to revolu- 
tionize the Indian industry with their energy 
saving and trouble free products. These belts 
are the ultimate choice in power transmission 
products especially in applications that require 
high precision, high torque and heavy-duty so- 
lutions. This oil and corrosion resistant mild 
energy conductive belts are available under dif- 
ferent specifications of pitch, width and length. 
Fenner India, part of the multi crore JK group is 
the only company in Asia that has been accred- 
ited with the prestigious American Petroleum 
Institute certification. A prominent textile re- 
search institute in India declared that Fenner 
Poly-V belts are the maximum energy savers. 


Fenner is clearly focused at doubling turnover 
in less than four years and has recorded a 
growth of 25% in the first half this fiscal and 
are steadily approaching their set targets of the 
later half. “ We are focusing on different uncon- 
ventional ideas and are in the process of mak- 
ing Fenner a Multi National FMCG style orga- 
nization. Numerous innovative schemes were 
launched with an aim to establish us as the 
most preferred OE supplier and to attain more 
than 50% share in the replacement market,” says 
Suresh Kumar, Vice President, Sales & Marketing, 
Fenner India. Demand generation concepts 
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designed by Suresh have attributed to the con- 
tinued steady growth of this organization since 
he took over charge. He also said that Brand 
Loyalty build- 
ing exercises 
have been 
implemented 
and some inno- 
vative schemes 
for energy con- 
sultants and 
key mechanics 
are in place. 


More over 
Fenner is trying 
to recharge, re- 
vitalize and cre- 
ate new chan- 
nels. They are 
now focused to 
fortify their economy range brands in the rural 
and up country markets as well. With already 
a very strong market presence in the country, 
they plan to have at least 50,000 plus outlets 
and double their turn over in four years time. 





C. Suresh Kumar 
Vice President - Marketing & Sales 


Apart from being an inseparable name in the 
Indian auto industry, Fenner has to its credit, 
many first launches for various industries 
which include wedge belts, raw edge cogged 
belts, poly-V belts, PVC solid woven conveyor 
belting and to add a few. 
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Discover a whole new way of gifting à good look. 
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At peace 
with 
himself 
and with 
the world 
rushing 
past, this 
man was 
dressed in 
poverty. 
But in his 
presence, 
it was 

I who 

felt poor 











N a hot July day, my colleague 
Moses and I were trying to locate 
our car on Chennai' s Nungam- 
bakkam High Road in front of 
Nalli Silks when I saw a roadside 
cart laden with cucumbers. The seller was va- 
cantly gazing at passersby. Clad in a white shirt 
and a dhoti worn in the traditional Chennai 
style, he had long hair and an unkempt beard. I 
did not know Tamil, and asked Moses to find 





|, outthe price. One rupee apiece, came the reply. 


We wanted one piece each. The cucumber 
seller began deftly slicing them to put salt and 
the delectable red chilly powder on the neat 
halves. As we bit into the cucumber, I asked 
Moses to tell him that his pricing was too low, 
and that he should raise it. Moses conveyed 
this. The seller shook his head, and replied that 
"customer satisfaction" is more important than 
extra profit. The words ‘customer satisfaction’ 


were in English. I gulped my patronising com- | 


ment. At this time, Moses excused himself to 
find our car. After a few moments, the seller 
asked me in English where I was from. From 
Bangalore, I replied. What follows here is our 
conversation. His statements are highlighted. 
Isn't the Karnataka budget due to be pre- 
sented tomorrow? Yes, that is true. Living in 
Karnataka, it was easy for me to concur on this. 
I wonder how the governments of Kar- 


_ nataka and Tamil Nadu will ever solve the wa- 





| ter-sharing problem. Man cannot solve this 
| problem. It has to be God. After all, it is an is- 
sue of how much rain is going to fall! | nodded. 


I was not sure if I had a view at all. 

See the way the monsoon is progressing. It 
does not look good. The progress of the rains is 
leaving a 'V' of a dry patch as the clouds move 
north. Bihar, Orissa, Madhya Pradesh and the 
states up north will have problems. Politici- 
ans are the ones who use such problems to 
create a divide among people. They always do 
it. They use water, religion, anything they can, 
to create a divide. Look at the way Amarinder 
Singh of Punjab is taking a stand. | looked at 


. The cucumber — 
seller of Chennai 





him, in part admiration and part disbelief. 

You're from Bangalore. Things are going 
well for you folks. But I don't understand how 
people with shady business interests can be- 
come representatives of public opinion there. 
It was part complaint and part observation. 

At this point, a fellow peddler arrived — 
helped himself to some of the cucumber, and 
the two had a quick conversation on some is- 
sue | did not understand. After the other person 
left, I asked him if selling cucumber was his full- 
time vocation. He told me that right now it was. 
Earlier, he sold lottery tickets, the trading of 
which has since been banned. As a result he 
had to switch his business to selling cucumbers 
on the wheeled cart. No complaints and no is- 
sues. Meaning to engage him further, I asked 
him his religion. This drew an instant look of 
disappointment from him: "Sir, lam an Indian. 
That is my religion. In my eyes, all people are 
equal, and it does not matter to me at all." 

The clarity of his response and his convic- 
tion took me completely by surprise. His net 
worth was probably equal to his day's turnover. 
The newspaper and magazines he reads, to 
keep abreast of things, wipe off the disposable 
income he generates. Bare feet on this busy, 
dusty road, he sold a low-value, perishable 
product from a rickety cart. At peace with him- 
self and with the world rushing past, this man 
was dressed in poverty. But in his presence, it 
was I who felt poor. 

We are not complete if we are not con- 
nected. It is only when we are connected that 
things make sense. Only when things make 
sense, we can form an opinion. Standing there, 
I wondered how many in the corporate world 
know who the chief minister of Punjab is, and 
about the progress of the monsoon! How many 
have an informed view on river water politics 
and budget proceedings of another state. 

Soon, Moses appeared with our car. It was 
time for meto go. I shook hands with the name- 
less cucumber seller of Chennai. Actually, I 
wanted to touch his feet. b! 
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Yes, it has. Introducing the new HP Scanjet 8250 Digital Flatbed Scanner. Call it your office 


document manager. Now managing official documents will be as easy os it gets with the new 
HP Scanjet 8250 Digital Flatbed Scanner. Feature-heavy, fast and easy-to-use, it is desianed to 
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: Is the pharma 


A series of events threaten to 
scuttle Indian pharma majors' 
well-laid plans for the US generics 
market. By Gauri Kamath 





UNE 16, 2004 will go down as a red-letter day for the 
Indian pharma industry. On that fateful Wednesday, 


blue chip clients. The report contained a dire predic- 
tion: "We believe that the ability of generic compa- 





and profit, is at rising risk." 

Forfour years, Indian pharma majors like Ranbaxy and Dr. 
Reddy's Laboratories (DRL) had enjoyed a dream run in the 
US. By using their low-cost manufacturing and product devel- 
opment skills, these and others like Cipla, Wockhardt, Sun and 
Lupin had cornered a 4 per cent share of the $16-billion US 
generics market. They had developed a reputation as the low- 
est-cost manufacturers in a market with the world's highest 
drug prices . 

But now, CLSA argued that there were speedbreakers 
ahead. This was the first time a major brokerage put out such a 


French brokerage firm CLSA put out a report for its | 


nies to sustain growth momentum, in both revenues | 


report. It sent shock waves through the stockmarket and the | 


industry. The following day, the BSE Healthcare index fell 
more than 2 per cent. The pharma majors lost 2-6 per cent of 
their value. For the next three months, the BSE Healthcare In- 
dex underperformed the Sensex by 10 per cent. 

Four months later, the panic has subsided. The BSE 
Healthcare Index has recovered(though it continues to under- 
perform the Sensex). Ask the CEOs of these frontline pharma 
companies, and they will argue that the report was unneces- 
sarily alarmist, and add that things are well under control. 

But do they really have things under control? Or did the re- 
port open up a Pandora's box? For, over two years before the 
CLSA report came out, a series of events had begun to quietly 
play out on the pharma landscape. Their impact is now be- 
coming clearer: the intensity of competition is going up in the 
US, and the Indian companies are beginning to feel the heat. 
These frontline companies have used the US generics oppor- 
tunity as a platform to globalise their operations, and re-de- 
ployed the cash flows to fund research and development to 
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dream run over? 


move up the value chain. They have spent millions on setting 
up or acquiring manufacturing units, making regulatory fil- 
ings, building and buying marketing networks in the US, and 
fighting patent battles. 

Ifthat incredible growth story has indeed developed warts, 
why did it happen? Has the famed cost arbitrage that the In- 
dian pharma companies relied on begun to wither away faster 
than anticipated? Could the pharma giants discover new 
sources of competitive advantage? The full impact of all this 
will be known only in the next few years. But this is an impor- 
tant turning point. 


The Herd Is Coming 


In the 1990s, only a handful of Indian companies had the 
gumption, or even the resources, to prise open the US market, 
simply because there was no trigger to do so. The domestic 
market was growing in double-digits and a product patents 
regime in India didn't look inevitable. Yet some companies 
ventured forth. Ranbaxy set up its own marketing outfit, Sun 
acquiredone. Lupin and Wockhardt tried joint ventures 
(which eventually failed), Cipla started 
supplying raw material to the US. 
Meanwhile, the situation changed 
in India. The rip-roaring 20 per cent 
growth of the mid-1990s slowed down. 
It stands at a modest 7 per cent today. 
And the government took steps to en- 
force a patent regime from 2005 on- 
wards. "The way it is going, the Indian 
market is not attractive. They see some 
success outside and everybody fol- 
lows," says Satish Reddy, COO, DRL. 
Most experts say that this herd men- 
tality is inevitable. India today has the 
largest number of US-approved drug 
manufacturing facilities in the world, 


d A host of mid-sized Indian 
firms are gearing up to enter 
the US. Their entry is likely to 
push down prices further. 


a Without their own base in 
the US, these Indian firms will 
supply generic drugs to US 
firms — who compete with the 
likes of Ranbaxy and 

Dr. Reddy's Laboratories. 


E International generics 


finished medicines. Like Glenmark, there are several Indian 
companies — Zydus Cadila, Matrix, Biocon, Ipca, Divi's Labs, 
Hikal, Aurobindo, Orchid, Unichem, Emcure — that have 
been investing in capacity for bulk and finished medicines. 

"Its a question of survival. I don't know who will attack me 
from where,” says Premchand Godha, chairman, Ipca Labora- 
tories, which supplies five bulk drugs to the US. While these 
companies are midgets before Ranbaxy, they have big plans. 
Hyderabad-based Matrix will soon have the largest US FDA- 
approved bulk-drugs manufacturing facility in India. Ipca will 
start construction of a Rs 60-crore facility in Indore for tablets 
and capsules. 

The industry is investing a billion dollars to create capacity. 
in the next two years. Companies will be under pressure to 
make good their investments. Price wars are inevitable. Says 
Godha: "Indians are used to operating in a low-profit environ- 
ment. They can afford to give large discounts." What would 
this mean for the early movers? "Companies like Ranbaxy and 
DRL have enjoyed 65-70 per cent EBITDA (earnings before in- 
terest, tax, depreciation and amortisation) margins in the US. 
Competition will see their margins 
slide," says Saldanha. 


A Cost Game 


Competition is not new to the US 
generics business. Every time a patent 
expires in the US, a dogfight invariably 
breaks out. Consider Bayer's $1-billion 
Cipro, which lost patent protection in 
June. A day the patent expired, 11 
generics companies were in the fray. 
And the market size shrank quickly by 
97 per cent to just $97 million. 

Says Ajit Mahadevan, V-P, Nicholas 
Piramal, which has chosen to stay away 
from this business: "The positive about 


outside the US. Indian companies have 
made the largest number of bulk drug 
registrations in the US. One in every 
four applications to market finished 
medicines in the US is by an Indian 
firm. And this didn't happen overnight. 

Take the Rs 380-crore Glenmark 
Pharmaceuticals. In 2001, it bought 
GlaxoSmithkline's (GSK) manufactur- 
ing facility in Ankleshwar, Gujarat, for 
Rs 14 crore to use it for its US foray. To- 
day, it has tie-ups with US generics 
firms like Apotex, Eon Labs and KV 
Pharma to supply bulk drugs. Glen- 
mark will also use this bulk in its own 


majors are setting up their own 
manufacturing and research 
outfits in India. This will gradu- 
ally neutralise the cost arbi- 
trage enjoyed by Indian phar- 
ma majors. 


b. Profit margins have been 
under pressure at Ranbaxy and 
Dr. Reddy's after they lost 
exclusivity on some drugs. In a 
plain generics market with 
tough competition, margin 
pressure will only intensify. 
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it (generics) is that it is a huge market 
but the negative is that it is constantly 
dipping on price.” Here's the nub: com- 
petition is now all set to intensify. For 
every future blockbuster generic going 
off patent, three or more Indian com- 
panies are expected to file ANDAs 
(generic market applications). 


Levelling The Playing Field 


The generics aspirants from India don't 
have marketing networks in the US, 
yet. Instead they partner the same US 
generics firms that the likes of Ranbaxy 
and DRL are competing with. Initially, 
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x 702 29$ 49 It will still be some years before Ranbaxy's, DRLs and Sun's 
American rivals can negate their cost advantage completely. 
At the bourses They still have to allow their Indian partners a good margin, 
which gives them a lot less flexibility than if they were making 
their own bulk drugs in India. However, a few global compa- 
nies are looking for the next source of competitive advantage: 
a manufacturing base in India. 
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Disappearing Arbitrage 

Earlier this year, Christian Seiwald, CEO of $3-billion generics 
player Sandoz, flew in from Austria to inaugurate his com- 
pany's spanking new factory in Kalwe, near Thane. The world's 
second largest generics player still doesn't enjoy a leadership 
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position in the US. The factory is Sandoz's first 
large-scale formulations facility in Asia, and will 
play a pivotal role in its push into the US, along with 
an R&D centre set up some years ago. The Indian 
R&D centre will be filing as many marketing appli- 
cations for the US as any Indian company. It em- 
ploys 140 scientists but will have 200 before the 
year-end, and could even become Sandoz biggest 
R&D centre. "You clearly have some advantages 
here, and to remain competitive, we are making use 
of them," said Seiwald in a recent interview to BW. 
Sandoz is also trawling the Indian market for suit- 
able bulk drug producers that it can acquire. 

World and US No. 1 generics player, the $3.8-bil- 
lion Teva, has its subsidiary in Faridabad, an hour's 
drive from Delhi. Regent Drugs prefers to operate 
discreetly. It belonged to the JK Group, and sup- 
plied raw materials to Teva. Last year, when the 
plant went under, Teva acquired it. 

Teva's research facility has been given the man- 
date to register 10-15 bulk drugs a year in the US, 
says a source, Teva, which bought up a bulk drug and interme- 
diates manufacturing facility in Gajraula in UB plans to add 
two more units to it and triple the value of its exports in the 
next three years. Also, an R&D unit is coming up in Greater 
Noida in UP. 


GAINING THE INDIAN ADVANTAGE 

The $3-bn Sandoz is the most aggressive foreign 
generics major in India. CEO Christian Seiwald 
recently inaugurated a big tablets facility near 
Mumbai, dedicated to the US market. Its local 
research centre is expected to churn out nearly 
10 product filings this year. 
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POISON-PILL 
DEFENCE 
Innovators have wisened 
up to the patent-chal- 
lenge strategy of gener- 
ics players. Big Pharma, 
like GlaxoSmithkline 
under CEO Jean-Pierre 
Garnier, is increasingly 
allowing generic rivals of 
indian companies to mar- 
ket ‘authorised generics’ 
in a bid to hold on to 
their marketshare. This 
splits the market 
between several players. 
Pfizer has gone a step 
further and is marketing 
its own generics. 


“In a matter of two to three years they will be able to milk 
the same advantages as a fully-integrated Indian company," 
says D.S. Brar, former head of Ranbaxy, Global scale and alow 
cost Indian presence will be a potent combination. Sandoz 
will be able to compete head-on with Ranbaxy or Sun — de 
velop a generic at Indian cost and speed, either make or buy 
the bulk from an Indian company, and formulate it in India 
Similarly, Teva can compete with DRL and Cipla in bulk drugs. 
Others like Canada's Apotex and Germany's Ratiopharm also 
have similar plans. 


Poison Pill Defence 


Ranbaxy and DRL have enjoyed supernormal profits in the US 
by leveraging a US law that favours generics. This law gives a 
six months' market exclusivity for a generic that has been able 
to circumvent an existing patent before its expiry and usher in 
a cheaper alternative. This captive market guarantees margins 
as high as95 per cent. Thisis the route DRL took in challenging 
the patent on the $3-billion anti-depressant Prozac. But inno 
vators have a new defence to this now: authorised generics. 

Here, the innovator authorises a rival generic firm to 
launch its own copy of the drug, even as it continues to supph 
the drug. This makes the 180-day exclusivity a lot less attra 
tive since the market is split between more players. And the 
innovator continues to use its own installed capacity. 

Now, almost every generic with 180 days of exclusivity is 
[his has 
made analysts and investors question the attractiveness of 
patent challenges. 

Clearly, the rules of the game have changed. Frontline In 
dian companies are gearing up for a completely new battle in 
the US. But the story is far from over. “The market will always 
be competitive but there will always be some guy who will do 
things differently,” says Malvinder Singh, president (pharma 
ceuticals), Ranbaxy. To know how, read on 


expected to compete with an authorised generi 
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SKATE to where the puck is go- 
ing, not where it's been." That's 
what former ice hockey great 
Wayne Gretzky said about his 
success in the rink. Frontline 
pharma companies are doing 
exactly that: predicting where 
the opportunity will unfold in the US 
and moving quickly to be there. Their 
goals: to pre-empt low-cost Indian 
competition from eating into their mar- 
ketshare and to quickly climb the value 
chain to ensure sustainable margins. 

It is still unclear to what extent their 
gambit will work. But they are dipping 
deep into their kitties to back it. 





It's The Technology, Stupid 


Competition peaks in drugs that are 
easy to manufacture. One way to stay 
ahead is to take on projects that are 
tougher to execute. That is what India's 
pharma majors are trying. 

Rocephin, a $700-million (2003 
sales) drug from the stable of Swiss drug 
major Roche, will lose patent protection 
in July 2005. If recent examples are any- 
thing to go by, several generics compa- 
nies will be waiting to sell copies of the 
drugon that day. ButVinita Gupta, pres- 
ident of the Rs 1,233-crore Lupin's US 
business, has bet against that. Because 
Rocephin is an injectible and requires 
the manufacturer to build and maintain 
a dedicated facility. In contrast, in the 
case of tablets and capsules, the same 
facility can be used to make other drugs 
ifone does not click. This gives the man- 
ufacturer some flexibility to optimise 
investment. So, fewer companies may 
want to manufacture generics of an in- 
jectible. Besides, US regulators have 
stringent guidelines for inspecting and 
passing injectibles units. 

Second, to make Rocephin, Lupin 
has circumvented a tricky process 
patent that covers 11 drugs in that par- 
ticular class of injectible antibiotics, 
called cephalosporins. Gupta says not 
everyone can do this. Her reason: Three 
years ago, Lupin managed to do the 
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; THE PRODUCT 
SPECIALISTS 


THE PLAYERS: Lupin, 
Cipla, Wockhardt, 
Ranbaxy. 


THE STRATEGY: To target 
product groups like 
injectibles, inhalation 
therapies, and 
fermentation-based 
drugs. These may have 
higher entry barriers since 
the technology is tougher 
to master. 


Vinita Gupta 


THE LOGIC: Prices in 
these segments will not 
fall to the extent seen in 


ordinary, easy-to- 
manufacture generics. 


POSSIBLE DOWNSIDE: 
The entry barriers may not 
prove as high as the firms 
hope them to be, and lead 
to a repeat here of the 
price wars seen in plain 
generics. As a result the 
investment made upfront 
may prove too costly later. 


THE FUTURE: Whether 
this strategy works will be 
known soon enough. 
Patents on blockbusters 
in this category will expire 
from next year. 
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same thing on another antibiotic in the 
same class. Yet it has faced no competi- 
tor for this drug, cefotaxime, in the US. 

Lupin is also the first and only com- 
pany approved to market generic Ro- 
cephin in the US so far. And it has 
joined hands with US company Baxter, 
a strong player in the institutional mar- 
ket where Rocephin sells the most, to 
market the drug. “Our early approval 
has helped us pre-sell to customers and 
make commitments,” she says. 

Right now, from India, three more 
companies — Wockhardt, Orchid 
(through US partner Apotex) and Au- 
robindo — are keen to enter this mar- 
ket. Wockhardt is known to have tied up 
with Ranbaxy in the past for marketing 
its products and could do that again. 
None of their generics are approved yet, 
though. In the rest of the world, there 
are four more generics for Rocephin in 
different stages of investment and ap- 
proval — from the likes of Israeli firm 
Teva and Austrian drugmaker Sandoz. 
In the US, generics player American 
Pharmaceutical Partners has approved 
injectible cephalosporins facilities. 
That makes it at least four players from 
India and three from the West. But they 
may not all get marketing approval on 
day one. “It all depends on how many 
more are approved before July 2005,” 
says Gupta. But she is counting on the 
fact that none of the Indian companies 
have a track record of selling injectibles 
for any length of time in the US. “Manu- 
facturing (a batch) is one thing. But 
manufacturing on a consistent basis is 
another thing altogether,” she says. 

Wockhardt though is catching up. It 
is looking at injectible drugs in therapy 
segments like cancer, allergy, cardiol- 
ogy, epilepsy and anaemia, besides an- 
tibiotics. Says Habil Khorakiwala, CMD, 
Wockhardt: “As an organisation we 
have developed an understanding and 
knowledge of the requirements.” CP 
Pharma, a company that Wockhardt 
acquired last year, is manufacturing 
trial batches of an anti-diabetes in- 


jectible in a US-approved factory in 
Wales. All that Wockhardt needs to do is 
replicate CP Pharma's methods and 
processes for making injectibles. Al- 
ready, Wockhardt's injectible antibiotics 
manufacturing facilities are US-ap- 
proved and a new one for other prod- 
ucts has been built in Aurangabad. Ran- 
baxy too plans investments here. 
Malvinder Singh, president (pharma- 
ceuticals), hints that of the $100 million 
capex planned in 2004 some may go 
into injectibles manufacturing. 

Between 2003 and 2010, an esti- 
mated $14 billion worth of US branded 
injectible medicines are losing patent 
protection. Lupin and Wockhardt hope 
that even if more Indian firms enter the 
fray, it will not be anywhere like the gold 
rush that can be predicted in easy-to- 
make oral drugs. "This is a niche market 
with few players," Khorakiwala insists. 

There are other difficult-to-manu- 
facture products, such as statins, or 
heart drugs ($14-billion sales last year in 
the US) and inhaled therapies for use in 
respiratory diseases ($9 billion sales). 
Cipla recently increased its manufac- 
turing capacity in aerosols (used in in- 
haled therapy) by 33 per cent, and is be- 
lieved to have the highest capacity 
among generics players. But using 
manufacturing as a barrier to entry is 
just one method of differentiation. 


Let's Patent This Generic 


A generic, by definition, is off patent. 
But US patent laws reward incremental 
innovations. Indian companies have 
been quick to spot this space and lever- 
age it. One way to do this is to develop a 
different form of an existing medicine. 
Take diabetes drug metformin. This has 
been off-patent since 2002 and there are 
several generic versions of metformin 
tablets in the US market. But in Febru- 
ary this year, Ranbaxy launched a liquid 
form of metformin in the US. A syrup is 
alot more convenient than a tablet for 
patients who are unable or unwilling to 
pop pills. Ranbaxy now enjoys a 20-year 
patent protection on this technology. 
There are other such medicines in Ran- 
baxy’s stable like dispersible antibiotics 
that can be dissolved in water. Ranbaxy 
started researching such products 
some years ago, and now has a small 
basket of them in the market. 

Another method is to make a new 
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THE BRAND - 
BUILDERS 


THE PLAYERS: Ranbaxy, 
Dr Reddy's, Lupin, Sun 
Pharma 


THE STRATEGY: To create 
slightly differentiated 
products using technology 
like novel drug delivery 
systems. And patent and 
brand them. This calls for 
large investments in field 
force and other sales and 
marketing expenses. 


THE LOGIC: If the brand 
clicks, it can command a 
premium. Margins are 
sustainable unlike in plain 
generics. Adds stability to 
revenues and profits. 


POSSIBLE DOWNSIDE: 
Doctors may not prescribe 
the brands. Profits could 
take time in coming but 
investments will have to 
be sustained, even raised. 


THE FUTURE: Has a slighly 
longer time horizon. The 
next two to three years 
will show the model's 
viability. But, for most 
companies, it is a long 
way to go before attaining 
critical mass. 
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dosage strength that could increase 
convenience. Especially in drugs with 
severe side-effects where dose titration 
is crucial. One such product by Ran- 
baxy is a 30-mg strength of Roche's off- 
patent anti-acne drug isotretinoin. 

There is a possible downside here. 
The product per se is not patented. So 
while a company cannot use the same 
technology, it can definitely make a 
metformin syrup differently. That is a 
potential loophole which can be ex- 
ploited by copycats. Says Viren Mehta, 
managing partner at Wall Street 
research firm Mehta Partners: "There 
are many ways to work around formu- 
lation patents. You have to see it on a 
case-by-case basis since competition 
these days is intense." 

So, the barrier that Ranbaxy hopes 
to erect is that of marketing. Since there 
is no branded equivalent of these drugs 
in the market, Ranbaxy will have to 
brand its offerings and promote them 
directly to doctors. 

That is expensive. Ranbaxy has 300 
medical representatives under contract 
from professional marketing compa- 
nies. It is cheaper than owning a field 
force but a lot more expensive than sell- 
ing a generics drug. By industry esti- 
mates, it could still cost Ranbaxy 
$100,000 a year for every contracted 
medical rep. That is not a cost every 
company is capable of incurring. 

But the returns will be high. In the 
first year of the branded business, Ran- 
baxy did sales of $26 million. This year it 
hopes to double that — cover the cost 
of 300 reps and also make a profit. 

But wont this put companies in di- 
rect confrontation with Big Pharma? 
Firms like Pfizer and GlaxoSmithKline 
which have major marketing muscle 
and far deeper pockets? This is where 
clever product selection will play a role. 
Take Hyderabad-based Dr. Reddy. It 
recently acquired US-based Trigenesis 
Therapeutics for $1 I million. Trigenesis 


Indian pharma's leading lights 
are trying different ways to stave 
off the competition that is 
snapping at their heels 


tory 


has drug delivery platforms that can be 
applied to skincare drugs. According to 
Satish Reddy, MD and COO, this ther- 
apy segment is under the radar of Big 
Pharma. Dermatology leaders are usu- 
ally smaller, niche players. Ergo, easier 
to take on. Trigenesis does not have any 
marketable products, but Dr. Reddy's 
will use the former's proprietary tech- 
nology to develop such products. 

That will take till 2007. In the mean- 
time, Dr. Reddy's is scouring the market 
for skincare brands with which it can 
build a franchise with doctors. There is 
another interesting reason for its choice 
of the skincare segment. There are just 
10,000 dermatologists in the US. So 
marketing derma brands doesn't re- 
quire a large field force. “All you need are 
50 to 60 people," says Reddy. Yet it is a 
sizeable $6-billion market. 

Winning doctors’ confidence is a 
time-consuming process. Doctors usu- 
ally don't change their prescription 
habits overnight. Especially when both 
the company and the brand are new to 
the medical community. 

But some are trying to jump-start 
this. By promoting brands that are fa- 
miliar to the doctor even if the company 
selling them isn't. Lupin has licensed 
antibiotic Suprax from Japanese drug 
firm Fujisawa. Suprax was being mar- 
keted by American pharma major Wy- 
eth Ayerst. When the molecule lost its 
patent in 2002, Wyeth discontinued 
marketing it. Into that vacuum stepped 
Lupin. "Suprax is a brand known to doc- 
tors. It would ve been a lot tougher to 
sell our own brand," says Gupta. Or take 
the Rs 1,133-crore Sun Pharma. It has 
recently picked up three gynaecology 
brands from a bankrupt American 
company. The idea is to use this fran- 
chise to build a relationship with the 
doctor community. 

Lupin too is trying to fly under the 
radar of Big Pharma. It is hawking Su- 
prax to the paediatric or children’s seg- 
ment. This is an $8-billion market, but 
not a core focus for Big Pharma. It is ho- 
ping that marketing paediatric versions 
of innovators brands will translate into 
a business opportunity. Lupin reckons 
that its speciality paediatric field force 
(50 reps on contract) can be used to sell 
other such drugs. It has succeeded in 
getting one such paediatric version — 
of ophthalmic brand Zymar — from the 
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THE PATENT 
CHALLENGERS 


THE PLAYERS: Ranbaxy, 
Dr. Reddy's 


THE STRATEGY: Challenge 
the innovator’s patents in 
court ahead of its expiry. 
if the lawsuit is won, the 
challenger will enjoy six 
months of market 
exclusivity and will be the 
first generic to file for 
marketing approval. Such 
patent challenges are 
hugely expensive. Not 
surprisingly, most Indian 
companies have steered 
clear of this. 


THE LOGIC: Six months of 
exclusivity allows the 
generics player to split a 
blockbuster market with 
the higher-priced product 
of the innovator. Profits 
are supernormal, and can 
never be matched by a 
plain generic. 


POSSIBLE DOWNSIDE: 
The heavy litigation 
expenses in the US will be 
a drain on resources. 
Also, a court win is not 
guaranteed. 


THE FUTURE: Authorised 
generics are making the 
market less attractive, but 
to what extent will 
become clear only when 
an Indian company wins a 
patent challenge next. 
And only US courts know 
when that will happen. 
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US eye care company Allergan. 

Many American generics players 
have ventured into the branded busi- 
ness, At least six of the Top-10 generics 
companies have a stake in the branded 
business. The reason is simple. "You are 
talking about sustainable margins. Not 
like in generics where everything just 
crashes," says Reddy. All these compa- 
nies are investing in discovering new 
drugs of their own eventually. Compa- 
nies are hoping that if they build a fran- 
chise with doctors today they can 
market their potential blockbusters 
better tomorrow. 

Of course, none of these companies 
expect the branded business to outsell 
generics in the immediate future. The 
business takes time to ramp up. For in- 
stance, Lupin took two years to re- 
launch Suprax in the US due to strin- 
gent FDA requirements. (It would have 
taken half that long for an ordinary 
generic.) Also, even if it doesn't want to, 
Lupin still has antibiotic brands of 
GlaxoSmithKline and Pfizer to contend 
with. They may not be pitched at the 
paediatric segment, but there is noth- 
ing stopping doctors from prescribing 
these to children. 

The branded pipeline will also not 
be as rich as the generics one. Where 
Ranbaxy files for over 20 generics ap- 
provals a year, it would be currently less 
than five for branded ones. But an 
analysis of 11 leading generics compa- 
nies by UK-based research firm Data- 
monitor last year suggested that the 
branded business would be the fastest 
growing over the period 2002-08. It 
would grow four times as fast as the 
overall business for these eleven firms. 


Challenging Innovator Patents 

The strategy, which gives the quickest 
and the greatest upside in the short 
term, is to challenge patents of innova- 
tors on blockbusters even before they 
expire. A US law that favours generics 
grants six months of market exclusivity 
to a generic that has successfully chal- 
lenged an existing innovator patent. 
Provided, it is the first to file for market- 
ing approval. 

Between the two of them, Ranbaxy 
and Dr. Reddy's have first-to-file posi- 
tions (involving patent challenges) on 
drugs worth $20 billion. This is a tried 
and tested game. Dr. Reddy's has won a 


patent challenge against $12-billion 
drugmaker Eli Lilly on a $3-billion anti- 
depressant Prozac. Ranbaxy has won 
two patent challenges against Glaxo- 
SmithKline, for $366-million antibiotic 
Cifran and $1.5-billion antibiotic Aug- 
mentin. (There is no exclusivity in an- 
tibiotics but competition is low or does 
not exist since not everyone is capable 
of circumventing patents.) The rewards 
are mouth-watering. Dr. Reddy's made 
$60 million in six months on generic 
Prozac. Gross margins can be 90 per 
cent or more of sales. But patent law- 
suits can drag on for years and litigation 
expenses are high. For instance, Dr. 
Reddy's spent $3 million (Rs 14 crore) 
on just one litigation in one year, good 
enough to keep many companies away. 
And there is the risk of losing the suit. 
Since its Prozac win, Dr. Reddy has lost 
at least three such challenges. But it re- 
mains committed to the strategy. The 
logic is it will recover product develop- 
ment expenses even if it loses the law- 
suit and the product is launched after 
the patent expires. It's also a bit like be- 
ing a venture capitalist. One large 
patent-challenge win can make up for 
expenses on a clutch of lost lawsuits. 

Ranbaxy and Dr. Reddy's don't be- 
lieve authorised generics have greatly 
diminished the potential of patent chal- 
lenges. "Authorised generics don't play 
on price. They play on market share," 
says Reddy. He points out that an inno- 
vator is unlikely to cut prices too steeply 
when there is just one generic to con- 
tend with. It can defend marketshare 
even at 50 per cent of its monopoly 
price. But won't a 50 per cent price cut 
take the attraction away from the mar- 
ket? Says Tempest: "Even a third or a half 
a share ... will have a dramatic impact 
upon us. Dramatic." 

Over the next few years, US courts 
will see some high-profile patent law- 
suits involving Indian companies and 
Big Pharma. The mother of them all, 
involving Ranbaxy and world No. 1 
Pfizer, will begin this November. The 
drug in question is the $7 billion-a-year 
Lipitor, the biggest brand in the history 
ofthe pharma industry. Clearly, compa- 
nies are keeping their faith in patent 
challenges, authorised generics or not. 


Scaling up Rapidly 


Even as they take these different routes 





SANJIT KUNDU 


THE GENERALISTS 


THE PLAYERS: Ranbaxy, 
Dr Reddy's,Cipla, Sun 
Pharma, Wockharat, Lupin 


THE STRATEGY: Do a lot 
more of the same thing. 
Ramp up generics filings 
with the USFDA quickly. 
Build marketing front- 
ends, strengthen trade 
relationships. 
Alternatively, tie up sound 
partnerships with US 
firms. Be in the first wave 
of generics launches 
every time. 


Habil Khorakiwala, CMD, Wockhardt 


THE LOGIC: Generics is 
still the core business for 
all these players. But no 
company, except Ranbaxy, 
has achieved critical 


mass here yet. A wider 
basket of generics 
products is essential not 
just to scale up rapidly 
but also to avoid the risk 
of dependence on any 
single product. 


POSSIBLE DOWNSIDE: 
Stiff competition from 
other generics players 
could erode prices 
overnight. Large 
marketshare cannot be 
assumed. 


THE FUTURE: Is playing 
out as we speak. Each 
generics launch is a 
challenge by itself. But 
the true test will be in 
2006-07 when patent 
expiries peak in the US. 
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to differentiation, companies realise 
that they have a long way to go in the 
core business of selling generics. 

Tempest and Singh have just re- 
turned from the US, after meeting 
managers at 10 of the 15 large American 
retail chains and wholesalers that con- 
trol 90 per cent of generics drugs distri- 
bution in the US. Says Tempest: “The 
one thing that the chains are absolutely 
petrified of is not being able to have the 
supply...We've been there for six years 
but we're only just being accepted as a 
reliable supplier.” 

None of the other companies have 
attained critical mass in this, yet. Most 
did not have a rich pipeline in the early 
years (See ‘Taking Stock’, BW, 26 July 
2004). But this is fast changing. Compa- 
nies are hastening to ramp up their an- 
nual filings with the USFDA. 

A couple of companies which were 
hitherto working through one-off part 
nerships with US firms have set up their 
own sales and marketing organisations. 
Dr. Reddy's started this about a year 
ago, Wockhardt a few months back. 
They believe they can hold their own 
against the second-rung upstarts. Be- 
cause a track record, even if it is in sell- 
ing just a few drugs, is better than none 
at all. Says Reddy: "Initially we might 
have done smaller products but... we 
are able to also demonstrate our supply 
chain efficiency (to the distributors). " 

There are a few examples of how the 
early movers have managed to make à 
dent in the market, in spite of raging 
competition. Take antibiotic cipro- 
floxacin. Despite a 97 per cent price 
erosion, Dr. Reddy is leading with a 15 
per cent marketshare. 

Or anti-fungal fluconazole. Ran- 
baxy's share is ahead of generics market 
leader Teva's. So the scope to corner à 
large share in a market with falling 
prices still exists. 

Still some firms are adopting pre- 
emptive tactics. For instance, Ranbaxy 
is wooing Indian companies without a 
marketing base in the US to sell their 
products through them. 

What all this adds up to is that In- 
dia's big league has not given up on the 
US story yet. As Reddy says: "There will 
be companies who will still make it. But 
it is not going to be an easy ride." * 
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The contrarian 





OU cant escape his shadow in 
Hong Kong. If you buy gro- 
ceries or talk on a mobile 
phone, chances are that you 
will add to the topline of Li Ka- 
Shing, the richest Asian and 
19th on the latest Forbes list ofthe richest 
people in the world. Li's $18-billion em- 
pire, Hutchison Whampoa (HWL), 
spans 40 countries with businesses that 
include retail, finance, infrastructure, 
real estate and telecom. And even if you 
resist Hong Kong's favourite pastime of 
shopping, you will run into the Li empire 
when you switch on the light — HWL is 
the sole supplier of electricity 

to the island. 

For a while now, the 
emperors mind has 
been riveted mostly 
on one part of his 
realms — the tele- 
com business. Li has 
recently been strug- 
gling to convince in- 
vestors that his multi- 
billion-dollar 3G (or the 
Third Generation of mo- 
bile telecom technol- 
ogy) losses in Eu- 




































rope can soon be turned into profits. To 
cover the losses and expand his net- 
works, Li put some of his telecom assets 
— the wireless services in eight growth 
markets including those in India and Is- 
rael, and the3G and fixed line services in 
Hong Kong — under a subsidiary called 
Hutchison Telecommunications Inter- 
national (HTIL) and listed it in New York 
and Hong Kong. 

Investors received the move with 
some scepticism. They were concerned 
over "greedy valuations" and the com- 
pany's no-dividend policy, but a key 
cause of reservation was the view that Li 


Asim Ghosh, managing director, didn't 
let Hutch expand beyond its means 


was divesting stake in a growing mar- 
kets (like India) to fund the losses in a 
mature one (Europe). As a result — 
though the company explained the 
spin-off as a strategic move, and not a fi- 
nancial one — the size of the initial pub- 
lic offering (IPO) was pared down twice 
to $899 million, against the $1.25 billion 
expected initially. 

After all, at stake is the future of the 
telecom business crown jewel — 
Hutchison-Essar India (Hutch). India 
accounted for 46.5 per cent of HTILSs 
topline in the first half of 2004. Between 
2002 and 2003, the EBIDTA (earnings 
before interest, depreciation, taxes and 
amortisation) from the country's opera- 
tions jumped almost tenfold to $90 mil- 
lion. A benchmark valuation of $475 per 
subscriber would put the Indian opera- 
tion's valuation at almost $3 billion, 
making it one of the most valuable geo- 
graphies in the HTIL world. 

Even half a decade back, few would 
have imagined that Hutch would 
emerge as such a significant player. The 
company was always perceived a niche 
player, often at odds with established in- 
dustry wisdom, and not one that could 
take on the might of a Bharti Tele-Ven- 
tures (Bharti) or a BSNL. Yet, like the 
proverbial tortoise, it has grown steadily 
to become one of the most profitable 
players in the industry. At Rs 490.86, its 
average revenue per user (ARPU) in the 
latest recorded quarter (April-June 
2004) was the highest in the industry. 

Even with a smaller footprint, Hutch 
has a balance sheet comparable to 
Bharti's. The former's 14 circles have 
6 million subscribers, compared to the 
8 million that latter's 16 circles have 
signed up. (Note that Hutch counts pre- 
paid subscribers — a segment far larger 





than post-paid — only after they have 
re-charged once. Most players count 
them from the start). And at Rs 1,738 
crore, Hutchs topline for the first half of 
2004 was just 14 per cent off Bharti's. 

Hutch also happens to be one of the 
largest foreign direct investors in India. 
Its investments and re-investments 
since its inception in 1994 tot up to more 
than $1 billion. That puts it right in the 
top league — alongside cola giant Coke 
and the now-infamous Enron. 


UT the battle for the wireless market 

in Indiais far from over. To deliver on 
Li's promises of being a strong consol- 
idator and aggregator, the company has 
to outmanoeuvre a number of strong 
competitors who are snapping at its 
heels. This September, for the first time 


| 


in 18 months, Hutch's prime competitor | 


in Mumbai, BPL Mobile, bagged a larger 
share of the new subscribers. In Delhi, 
some Hutch dealers are reportedly giv- 
ing away new connections for free. Says 
a Bharti official: "This is unlike them — 
they don't usually do stuff like this." It 
could be an aberration, a result of the 
pressure to shore up numbers ahead of a 
promised domestic IPO. Clearly, the 
company has to contend with several is- 
sues — some which affect the industry 
and some that affect it uniquely. 

The first is the challenge of growth. 
There are already signs that the industry 
growth is not going to be as steroid-dri- 
ven as last year's after the calling party 
regime (CPP) was announced. The net 


monthly additions in the first three | 
| for Hutch is to protect its share of the lu- | 
at 1.5 million to 1.6 million. At this rate, | 
the industry will not get to the expected _ 
| ting on India's largest corporate busi- | 


months of 2004 have been relatively flat, 


100-million-subscriber mark by the end 
of 2005. With the overall market growth 
slowing, each player will have to toil all 
that much harder to get ahead. 
Aslowing market was one of the rea- 








Contrarian strategies that have paid off 


Strategy 


Hasn't expanded footprint 
indiscriminately and has focused 
on the juicier markets first 


Matched competitors’ prices, 
but never positioned the brand 
on the price plank 

Focused on getting a large share 
of higher-paying users through 
value-added services 

Has tried to pre-empt the 
second stage of market evolution 
by focusing on margins 


gered a tariff war in August 2004 that 
eventually dragged everyone else in. As 


a result, the ARPU of every wireless | 
player, which has been shrinking over | 


the past year (Hutch's has shrunk the 
least), is expected to go down further. 
Experts reckon it could fall another 7-10 
per cent over the next year. 

Hutch has its own set of problems 
too. "I believe network coverage and 
penetration are going to be the biggest 
challenges for Hutch, as with other mo- 
bile operators," says Kobita Desai, prin- 
cipal analyst, Gartner Research. As the 
urban markets near saturation, the in- 
dustrys growth game is shifting to 
small-town India. That will bea new and 
formidable test for Hutch's premium, 
largely English-led brand versus BSNL's 
earthy approach. 

Yet another important imperative 


crative corporate market. According to 
industry estimates, the company is sit- 


ness, and as we will see later, everyone 
else is fiercely fighting for this pie. 


What will be Hutch's response to | 


these challenges? Company officials re- 


sons Reliance Infocomm and BSNLtrig- | frained from participating in interviews 
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Impact 
Despite having a smaller 
footprint, its topline is just 14 per 
cent off industry leader Bharti's 
Its tariffs are not the lowest in 
the market, but are low enough 


Has consistently netted the 
highest average revenues per 

user in the industry 

Gross profit has increased ten 
times to $90 million in the 6 
months to June 30, 2004 j 


for this story, citing the mandatory 
‘quiet period’ around the IPO. But Busi- 
nessworld spoke to a number of ana- 
lysts, competitors, ex-employees and 
O&M officials to get a sense of what dri- 
ves Hutch. Some of those Hutch watch- 
ers say the answer lies in the way the 
company has met its challenges so far. 
"They have a huge tailwind. They don't 
rattle easily," says a BPL Mobile official. 
Renuka Jaypal, national business direc- 
tor at Hutch's advertising agency O&M, 
says: "It's a very secure organisation. 
That comes from clarity of thought." 

Yes, the company has been steady 
with its strategies and communications. 
But it also comes across strongly as a 
contrarian player. There are several rea- 
sons for this portraiture. One, the com- 
pany has been extremely gradual in 
scaling up its footprint in India. While all 
its key competitors exist in over 20 cir- 
cles, Hutch today reigns over just 14. 
Even later entrants like Tata Teleservices 
and Reliance Infocomm started out 
with a nation-wide footprint. 

Two, it refused to position its service 
on price even when others talked of 
nothing else. Instead, it was among the 
first companies to choose value-added 


HUTCH 
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services (VAS) as the driver. When oth- 
ers were still hard-selling connectivity 
and schemes, Hutch's ad featured a boy 
and dog (See About A Boy And A Dog’), 
giving it a plank of reliability. And, oh 
boy, did it work! 


Three, itis the only operator that has | 


been adamantly disciplined about the 
quality of its subscribers from the very 
beginning. “They have the most believ- 
able numbers in the industry,” says an 
industry official. HTILs IPO document 
clearly states that the definition of sub- 
scribers between Aircel — the Southern 
regional player it is trying to buy out — 
and Hutch differs and that the Aircel 
numbers will have to be revisited once 
the acquisition is complete. 


GREAT part of this culture and dis- 
cipline stems from Hutch’s manag- 
ing director, Asim Ghosh. Industry ob- 








servers who know Hutch well say the | 
organisation is highly dependent on | 


Ghosh for strategic direction. He also 
runs a tight ship; attrition rates are the 
lowest in the industry. In the top team, 
executive directors Sandip Das and Ra- 
jiv Sawhney report to Ghosh directly. 
While Das looks after the Hutch circles 
in the West, South and East, Sawhney 
looks after the North. 

No wonder that a great deal of 
Hutch'Às image flows from its reticent 


boss. Says an associate who has inter- | 


acted with Ghosh frequently: "He is one 
ofthose CEOs who believes strategy is as 
much about what not to do as what to 
do. He does not suffer from the usual In- 
dian psyche that strategy necessarily 
means a lot of action." Ghosh is re- 


garded as an industry statesman, largely | 


for his role in taking on the government 
during the CDMA (code division multi- 
ple access) licensing row. 

Ghoshs strategic intent is evident in 
most things the company does. Take its 
business model. In contrast to the Re- 
liance, Tata or Bharti groups, Hutch re- 
mains a non-integrated player — that is, 
it has no fixed line or national long dis- 
tance business. Ghosh has always be- 
lieved that long distance telephony, the 
bread-and-butter of the fixed line mar- 
ket, is a commodity business and there 
will be enough capacity for Hutch to 
rent when required. Says a Ghosh confi- 
dant who has heard his view on this: "He 
believes its a make-or-buy decision. 








of its operating profit from its enter- 
prise, long distance and data busi- 
nesses. The threat of corporate accounts 
gravitating towards an FSP would al- 
ways loom large. 

“FSPs are able to offer value by 
bundling their services. This is an ad- 
vantageous position, especially in the 
enterprise segment, which is increas- 
ingly looking at a one-stop shop busi- 
ness proposition," says Desai of Gartner. 

This is already happening to an ex- 
tent. Reliance Infocomm has made in- 
roads into large corporates like ICICI 
and HDFC Bank, both of which are 
Hutch accounts too. Under pressure, 
Hutch has had to take steep tariff cuts to 
retain these accounts. Says a Reliance 


Bharti sees it fit to outsource IT and cus- 
tomer service and says long distance is 
sacrosanct. Ghosh believes he is out- 
sourcing long distance." 

Hutchs outsourcing argument 
works either way — in deciding what to 
outsource and what not to. A check with 
a key vendor that works with Hutch in- 
dicates that the wireless player has no 
plans in the immediate future to out- 
source its network, like Bharti. A source 
indicates that Hutch believes that this is | 
the time to be investing in the business 
and not save costs through outsourcing. 
At this point of market evolution the 
company believes that its core compe- 
tency is managing the network and not 
just managing brand. 








How competitors are stepping on the gas — 
Reliance Infocomm: Doing its best to use 
the full service provider strategy. Hitting 

| Hutch in the corporate market 

| BSNL: $7 ldea Cellular: 
Has bagged Lie With STT and 
most of the new Temasek 
customers in y behind it, 
recent months. Idea now has 









the muscle to 
compete as a 
consolidator 


Has a strong 
| hold over small- 
town India 


Airtel: Has tied up with Nokia to 
bundle its services with the latter's 
handsets. Also shoring up enterprise solutions 





| Infocomm official: “Hutch is ahead be- 
cause they have a head-start. [ There's] 
No other reason." Bharti has recently 
shifted to a new account management 
set-up to give special treatment to its 
key accounts. These accounts have their 
own support set-ups, including their 
own call centres. Its intent is clear from 
its recent advertising campaign talking 
of enterprise business solutions. It has 
just launched a product 

on the Blackberry 

digital assistant 
that will go 
after the same 


Hutchs contra-view will pay off only 
when inter-circle interconnect is al- 
lowed. That will allow a company with 
contiguous telecom circles to offer wire- 
less long distance without paying out a 
big part of its revenue as interconnect 
charges. Ghosh expects this to come 
about in the near future. Says the confi- 
dant: "I think Ghoshs biggest challenge 
now is not market ups and downs, but 
regulatory concerns." 

Some telecom experts believe that 
Hutch's model will eventually come in 
the way of its competitiveness, particu- 
larly when its peers are following the full 
service provider (FSP) strategy. Reliance 
Infocomm already has 60,000 km of fi- 
bre optic laid out across the country and 
plans to connect 1.7 million buildings 
over the next few years for providing en- 
terprise broadband. Bharti already gets 
29 percent ofits revenue and 31 per cent 
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subscribers who use Hutch's Microsoft 
Explorer email service. 


Hutchs strategy of being only a wire- | 


less player for now may also hamper its 
penetration deeper into India. Inte- 
grated players like Reliance and BSNL 
have the option of riding their optical fi- 
bre infrastructures to offer mobile tele- 
phony, instead of setting up transmis- 
sion stations. Hutch will need to either 
set up that infrastructure or lease out ca- 
pacity from companies like Gail India 
and PowerGrid Corporation. Drilling 
deeper into India is not a negotiable op- 
tion anymore, since the growth is going 
to come from these areas. 

Yet, Ghosh reportedly does not buy 


this argument. When national long dis- : 


tance telephony was thrown open, 
Hutch was under pressure from some 
of its Indian joint venture partners to 
participate in the licensing process — 


but Ghosh resisted. He managed to | 


stick to his strategy because he worked 


with an unusual advantage in the busi- | 


ness: shareholder continuity. Share- 
holder troubles have been the single 
largest factor holding back promising 
companies like BPL Communications 


and Idea Cellular. HWLS is the oldest | 


shareholding in the Indian wireless in- 


dustry, having been there since 1990. | 


This has meant a steady commitment 
to equity capital, which is critical in a 
business that guzzles cash. Sources in 
Hong Kong indicate that a lot of HWLs 
confidence in the Indian operation 
stems from the relationship Ghosh 








shares with the parent company’s top 
management. Says a source: "They hold 
Asim in very high regard." 

This has allowed Ghosh to do a 
number of things. For one, he has been 
able to move nimbly. The Aircel deal is 
an example of this. The deal might be in 
trouble now, but Hutch could beat Idea 
Cellular to an initial MoU because 
Ghosh has only one major shareholder 
to deal with, and Idea has three — Birla, 
Tata and STT. When negotiations were 
almost wrapped up between Idea and 
Aircel, Hutch took one look at it in the 
last two weeks and closed in. 

A strong shareholder has allowed 
Ghosh to temper his pace. “Hutch ap- 
pears to focus on being the most prof- 


Sandip Das, executive director, 


opted out of using a price plank 


itable rather than being the biggest, 
which in itself is fine, provided they 
manage their costs well,” says Desai. 
Ghosh differs with this view. Sources 
closely associated with Ghosh say 
Hutch's ambitions are as grand as the 
other players’, but the company’s ex- 
pansion strategy was never burdened 
by the expectations from Hong Kong. 














Therefore, Ghosh chose to build his or- | 


ganisation on two fundamental princi- 
ples. One, start with the circles that have 
the highest purchasing power and only 
then look at other states like West Bengal 
and Sikkim. Two, don't strain the organi- 
sation or the balance sheet excessively 
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while expanding. They took on only 
what they could handle well. 

Hutch got the Mumbai licence in 
1994. When Ghosh joined in 1998, it was 
a 100,000-subscriber operation, with 
tariffs at a delicious Rs 8 a minute. The 
company stayed put for three years, till 
the market was ready for the first round 
of consolidation. Says one telecom ana- 
lyst: “They have not grown their foot- 
print indiscriminately. They don't be- 
lieve that land grab is the only way to 
build a telecom business.” 

First came the metros of Delhi and 
Kolkata, and then key circles like 
Gujarat. A defining moment was when, 
in 2001, bids were invited for the 
fourth operator licences. Hutch bid 

for four strategic circles: Andhra 
Pradesh, Chennai, Karnataka 
and Maharashtra (it lost the last 
one to Bharti). In contrast, Bharti 
bid for eight licences. The Hutch 
management believed the com- 
pany did not have the manpower 
to handle too many circles at the 
same time. 

The other problem was that 
the new frequencies would be on 
the 1800 MHz band, and not the 
900 MHz band Hutch was operat- 
ing on elsewhere. And true to its 
apprehensions, the company al- 
most messed it up. It relied too 
much on Ericsson to roll out the 
network and the vendor and man- 
agement miscalculated on the 
number of cell sites needed to 
cover the geography. Compared 
to the 900 MHz band, the 1800 
MHz band has a much higher at- 
tenuation — the signal drops 
sharply outside an area. 

The company launched its opera- 
tions as the fourth licence-holder in 
mid-2002, built up rapidly till Decem- 
ber, and then all hell broke lose 

when the network was 
found incapable of sup- 
porting the growth. 
Markets like Chennai 

and Andhra Pradesh 
started experiencing 
severe churn. Sub- 
scriber numbers ac- 
tually fell in the first 
quarter of 2003 over 
the previous quarter. 

To tackle the 
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slashing tariffs and giving out free con- 
nections with hotel reservations. 

Ghosh and his top team decided 
that they would not position their brand 
on price. Ghosh believed that to stand 
out in that clutter, the brand needed a 
different plank — like value-added ser- 
vices. So far, Hutch has managed to stay 
ahead of the curve by constantly intro- 
ducing new services like video down- 
loads and television broadcasts. 

In brand communications, Hutch 
standardised its entry call in every new 
market. It announced itself with a sim- 
ple "Hi" on outdoor and print media 
and chose the boy and dog commercial 
for its television presence. Also, since 


problem, the company rolled out 75 ex- 
tra base terminal stations over what 
they started out with in 45 days flat in 
Chennai. But it continues to face a 
tough task there. Revenues from the cir- 
cle crawled up at a mere 0.15 per cent in 
April-June 2004 over the preceding 
quarter, compared to a growth of 16.2 
per cent nationally. But the company 
seems to have learnt its lesson that as a 
challenger, one must have a fighting 
network: when it launched in Punjab 
last month, it did so with 500 cell sites. 
The southern launches also marked 
the beginning of Hutch's national 
brand-building exercise. It was the first 
time that Hutch had a footprint large | 
enough to justify a television campaign. 
At this time, the market was in the 
middle of a high-octave price war. Re- 
liance Infocomm's Monsoon Hungama 
501 scheme had rattled the market and 
GSM (global system of mobile commu- 
nication) operators were lowering tar- 
iffs. Meanwhile, Airtel was attacking 
Hutch’s prime property severely by | 


ventures, it had to start phasing out ac- 
quired brands like Command in 
Kolkata. To do this, it distributed book- 
lets to all customers, handholding them 
through the brand change. 

Although never positioned on price, 
competitors claim that Hutch is ex- 
tremely aggressive on tariffs, particu- 

larly in markets where it was the 
challenger. For instance, 
when it entered the south- 
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About a boy and a dog 


UTCH believes Rahul Dravid epitomises the company's image — 
be understated, simple and hard-working. The approach is that 

Dravid will communicate only in a limited space. But the 
brand has to stand by itself. To do that, Hutch reckoned the communi- 
cations had to be simple and focused. In came the boy and the dog, 

Some amount of serendipity helped too. We are told there 
was instant off-screen bonding between the boy and the dog, 
which showed on-screen too. And the whole thing clicked! 

Consistency isn't that easy for a national, retaiHevel brand. So 
Hutch strictly disallows its local teams from deviating from the  ' 
core message. Says Renuka Jaypal, national business director, - 
O&M: "They protect their brand like a mom-and-pop shop." 
Hutch has refrained from using words like ‘biggest’ 
or ‘best’, and has talked of reasons to buy its service — 
like value-added services or coverage. 

Simplicity was maintained by keeping the technology 
behind the scenes. When it launched GPRS services, Hutch 
told its users they could download World Cup video clips. 
For educating users, it did a series of sketches with a 
boy and a girl. The ads worked. But will this uppity 
image work in small-town India? 
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tremely low pricing. Five chosen kith 


| and kin were given discounted call rates 


Hutch India was a patchwork of joint | 


for a flat fee of Rs 30 a month. Airtel, in 
comparison, charged Rs 30 for every 
friend on its corresponding plan. 

Another tactic Hutch used in Chen- 
nai was to target the leader's highest- 
paying users and aggressively convert 
them. It rode The Economic Times read- 
ership for a direct marketing exercise 
targeted at 2,000 of Airtel's top users. 
These users got a "Good Morning" 
greeting with their first name printed, 
telling them about Hutch. In 10 days, 
the top 800 of Airtel's users had signed 
up with Hutch. The company is now re- 
peating the exercise in Punjab. 

The brand itself is a success story, 
but its relevance down the population 
strata could be an issue. Even with the 
boy-and-dog ad, Hutch eventually had 
to do the voice-over in Hindi, and that 


. pushed up the numbers faster. But be- 


ern markets, it offered a | 


















yond tinkering like this, Hutch has re- 
sisted so far any local flavour creeping in 
its ads. Unlike at Airtel, Hutch's local op- 
erating teams have no freedom to 
change brand communications. O&M's 
Jaypal does not agree with the wisdom 
of this. "If it's a real idea, it should work 
universally," says she. 

Whether it's a sign of arrogance or 
confidence, Hutch has to come to grips 
with the fact that after acquiring a cer- 
tain mass and achieving leadership sta- 
tus, it may no longer be able to remain 
contrarian. The benchmarks of perfor- 
mance for the wireless industry are 
moving from only building scale 
to increasing margins. Hutch 
has been slightly ahead of 
the curve for now. The 

challenge now is to effi- 
ciently retain the lead 
without sacrificing on 
either growth or prof- 
itability. 
The question is: 
when the curly-top 
boy in the ad grows 
up, would he still 
be taking his pug 
around? a 
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Business Township Parks 








ITH the sunup of new business propositions and the 

need for housing them under a single roof is adding 

new magnitude to the face of the Indian industries glo- 
bally and that too especially in the field of IT. As a result of this, 
the new generation industrial and techno parks are finding sig- 
nificant place in the country. The business townships, once the 
realms of the IT industry, today has witnessed other industries in 
the country shift their bases to these highly prestigious venues for 
the numerous benefits on offer there. 
India today is poised to become the most promising destination in 
the world, in terms of investment, quality manpower, trustworthi- 
ness and ample business opportunities available. What we get in 
India apart from quality human resources is exceptional real 
estate in the form of fully integrated business townships and state 
of the art infrastructure at a highly comparative cost. There are 
many tech parks and industrial townships that will be unveiled 
shortly in India. The captains of the business township industry 
say what they can do for you: 
The Perfect Address For Global Business - Mahindra City 

Chennai is a vivacious city where modernity blends with 
tradition and an old charm exists harmoni- 
ously with new age technologies. Forty-five 
minutes drive from Chennai, leads you to a 
1400 acres bountiful picturesque location a 5 
known to the world as Mahindra Industrial 
park (MIP). Promoted by the Mahindra 
Group and Tamil Nadu Industrial Develop- 
ment Corporation, Mahindra Industrial park 
is India's first integrated Business city with Public- Private part- 
nership participation. Surrounded by vast acres of lakes, water 
bodies and reserve forests, this Business Park provides clean & 
pollution free atmosphere. 

Recently the Ministry of Commerce declared MIP as three 
sector's Special Economic Zone (SEZ) and the specific sectors 
encompass Information Technology (services, Electronic Hard- 
ware and Bio-Informatics), Apparels & Fashion accessories and 
Auto ancillaries. Any organization setting up their base in this 
park is ensured of hassle free operating environment, numerous 
fiscal and other benefits attached to a SEZ. Strategically located in a 
fast expanding industrial hub, MIP is well connected by road and rail. 

"The vision of MIP is to create India's first planned and 
integrated business city where the most demanding customers 
in the world ask for the best and get it. Our focus is not just 
on offering quality but also to benchmark MIP as one of the 
best industrial parks in the world. The entire business city was 
developed with a scientific approach to meet all the demands of 
far-off future as well," says B.GMenon, COO, MIP. 
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The Realms of New Generation Indian Industries 





At MIP, the total cost of ownership is just limited to the 
price of the purchased land and the hidden costs that increase 
actual cost of ownership are thus non-existent. The utility net- 
works are all integrated part of the product, which makes it Plug 
and Play Infrastructure. 

Apart from this, Mahindra city is divided in to several busi- 
ness zones or parks and the infrastructure is ready to suit ad- 
vanced business needs. The single window clearance and superior 
O&M services make purchase more convenient and the firms 
have the option to choose from developed campus plots, stan- 
dard ready- built space and built -to —suit facilities. The pro- 
posed amenities include a choice of ready built row houses and 
villas, schools, food courts, shopping plaza, exclusive club, aqua 
sports complex, banking centers, recreation centers, security and 
emergency services. 

Mahindra city signed a MOU with Ascendas India Pvt Ltd, 
Singapore based legendary business space provider recently to 
develop multi- tenanted buildings totaling I million square feet of 
ready — built space to cater to the needs of the IT industry and 
BPO's at the city and to adopt the Ascendas Real Estate Manage- 
ment System (AREMS). Ascendas has a well-established track 
record as Asia's leading provider of total business space solu- 
tions. They have a very strong regional presence spanning over 
30 years and have served overl, 000 clients globally. Ascendas 
develops, markets industrial space, suburban business space and 
urban office Wetail space. 

The development activity at the Mahindra City will take place 
in four phases covering 250,000 sq.feet each spread over 20 acres. 
Using the AREMS, Ascendas will transfer its best practices and 
quality real estate management to the park which includes master 
plan review, development management, marketing consultancy, 
property management, lease management, asset management and 
the use of web based Ascendas Integrated Management System 
(AIMS). Speaking on the occasion, Arun Nanda, Director, MIP, 
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said,” We are delighted to partner with Ascendas and offer our 
customers a range of flexible solutions from built —to —suit facili- 
ties to ready —built solutions for the IT industry. At Mahindra 
city we have always believed in bringing in the best for our cus- 
tomers so that they are benefited at every level of the value chain." 
At MIP, Infosys is currently setting up the world's largest soft- 
ware development center and many other companies are next in 
line to follow suit. Mahindra city's prominent customers include 
TTK Health care, Kryolan Gmbh. MIP is adding value to money 
and time and are hopeful that by 2010, the city will be beaming 
with activities. 

Total Business Space Solutions- Ascendas 

Established in 2000 and headquartered in Chennai, Ascendas 
is a brand name associated with 
what many reckon to Singapore's 
flagship project in India — the In- 
ternational Tech Park in Bangalore. 
With a formidable track record, 
Ascendas provides total business 
space solutions in key Asian mar- 
kets, which includes the development of IT parks, hi-tech build- 
ings, as well as Build-To-Suit and Ready-Built facilities, manage- 
ment and marketing of science, business, high-tech and industrial 
parks. The International Tech Park Bangalore, the Ascendas-Xinsu 
Development in Suzhou, China, and Carmelray Industrial Park II 
in the Philippines, count among the company's major accom- 
plishment record spanning 30-years. 

The widely acclaimed International Tech Park Ban galore, 
developed in partnership with the TATA Group, is India's first 
work-live-play environment. It has been lauded for Cyber Pearl 
in Hyderabad and International Tech Park, Chennai. 

The International Tech Park, Bangalore, home to over 100 en- 
terprises was developed and managed by Information Technology 
Park Ltd. (ITPL), which is a joint venture involving Tata Indus- 
tries, Ascendas, and Karnataka Industrial Areas Development Board 
(KIADB). At International Tech Park, in addition to the modem 
architecture, beautiful landscape, reliable infrastructure and profes- 
sional management standards, the Park also provides amenities like 
banks/ATMs, recreation, foreign exchange, lifestyle stores, laun- 
dry service, a variety of F&B outlets, medical clinic, health club and 
many other services within its premises, thus making it a “World in 
a Park’. In a nutshell, International Tech Park provides a total 
business space solution aiming at enhancing the productivity of 
occupants so that the tenants can concentrate on growing their 
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businesses. Moving forward, the 
Park plans to develop more multi- 
tenanted buildings, ancillary ameni- 
ties and built-to-suit premises on 
the balance land of its 69-acre site. 
Cyber Pearl, Hyderabad: 

In Hyderabad, Cyber Pearl is 
being developed under a 50:50 
joint-venture partnership with 
L&T Info city Limited, who is the 
developer of 151-acre HITEC City. 
Cyber Pearl is built on a six-acre 
plot and is equipped with full in- 
frastructure, 100% power backup, centralized air-conditioning, 
advanced fire protection, lift and security systems. Cyber Pearl is 
the first park in Hyderabad to provide a total work-play environ- 
ment. It features a fully-equipped health club and business centre 
among other value-adding amenities such as a cafeteria and retail 
shops multi-storey IT complex, Cyber Pearl, providing new space 
of 270,000 sq ft to meet the demand for technology-related busi- 
ness space in India. 

Already, 80% of the building has been taken up due to the 
brisk demand from multinational companies such as HSBC and 
US-based Market Tools, as well as local IT corporations such as 
Nipuna and Keane India. 

International Tech Park Chennai: 

Ascendas in joint venture with TIDCO is developing the all- 

new International Tech Park, Chennai. The first building, on a 5- 
acre land plot, will create some 525,000 sq ft of quality space for 
both IT and ITES (IT-enabled services) operations. The building 
forms the first phase of the 1.5 million square feet of business 
space slated for development in phases. 
Located along the IT Corridor of Chennai, also the Park is close to 
various software, educational and research institutions. Proxim- 
ity to major residential developments and growth areas add to the 
convenience of the location, moreover there is a railway station in 
the park. 

The facility will offer reliable infrastructure such as centralised 
air-conditioning, 100% power back up, large and efficiently-de- 
signed floor plates, multiple service providers for data and tele- 
communication, advanced security and fire-protection systems 
etc. More than just physical space, Ascendas is committed to 
providing value-added amenities in the Park. A large food court, 
Medical Clinic, Health Club, Banks/ATMs, Coffee Bar, Travel 
Agency, are some amenities that tenants will enjoy at the Park. 
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Behind 
India’s best 
hi-tech parks. 
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Bangalore Chennai 


Ascendas is Asia's leading provider of total business space 
solutions. Our portfolio in India includes the renowned 
International Tech Park Banglore, the country's first work- 
live-play environment; Infocity in Gurgaon; Cyber Pearl in 
Hyderabad and International Tech Park, Chennai. We plan 
to expand further to Mumbai and Delhi, to create more of 
the best business environments in the region. Just as 
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International Tech Park, Chennai 





we've satisfied the business space needs of clients like 
Citibank, Eli Lilly, IBM, SAP, Sony and TATA, we can be 
your global partner to take care of all your real estate 
needs, while you focus on succeeding in your business. 
Call our HQ at +65 6774 1033 or our Chennai office at 
+44-2431 4010, or email: chennai@ascendas.com or log 
on to www.ascendas.com to find out how we can help you. 


Your Trusted Partner in Business Space 
China * India è Indonesia © Japan * Oman * Philippines € Singapore * South Korea * Thailand * Vietnam 
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investment advisory 
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India 
continues 
to follow 
the 
Platonic 
idea of 
progress 
in its 
economic 
policies 


HE great philosopher, Karl Popper, 
believed that the best scientists al- 







ur economy and 
Darwin's Bulldog 


ways challenge what most people — 
— even their fellow scientists — | 


believe, however unpopular it may 
seem. He felt that ancient Greeks like Plato had 
perverted the idea of progress. 

Though Plato had propounded both the 
good and bad versions of progress, the bad 
version became dogma. In the good version, 
the goal of progress is an ideal that is approxi- 
mated through trial and error without the 
assumption that each trial necessarily gets us 
closer to the ideal. The bad version of progress, 
however, envisages that no matter what the 
outcome of our trials, we always end up closer 
to the ideal. This was, according to Popper, the 
sin of ‘historicism’, i.e., the refusal at the philo- 
sophical and political levels to admit genuine 


error and hence the need to alter one's course of 


belief or action. 

India continues to follow the Platonic idea 
of progress in its economic policies. Undoubt- 
edly, employment growth in the past decade 
has not kept pace with GDP growth, falling 
from 2.7 per cent per year to 1 per cent per year. 
It is estimated that GDP growth would have to 
be over 8 per cent per annum just to absorb 
new workers in search of jobs. However, the 
economic wisdom of reservation of jobs in the 
private sector, as an antidote to growing unem- 
ployment and underemployment, needs to be 
questioned. In the long run, such policies in- 
evitably end up hurting employment growth. 

Government initiatives to kick-start invest- 
ment through massive investments in infra- 
structure are welcome. However, the environ- 
ment for private sector investment in India 
continues to remain stifling. It takes eight days 
to start a business in Singapore, 11 days in 
Hong Kong, and 88 days in India. India proba- 
bly has the strongest exit barriers in the world. 
In Singapore it takes seven months to close a 
firm, in Hong Kong one year, and in India 11 
years! These intangible liabilities, which in- 
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clude obsolete labour laws, add to the risk pre- 
mium of doing business in India. 

Consumption is a key driver of economic 
growth. If $1 per day is used as a cut-offincome 
level for definition of poverty, more than a third 
of the Indian population is below the poverty 
line. Whilst selling to the bottom of the pyramid 
remains a marketing challenge, the sheer 
weight of poverty remains an economic chal- 
lenge. To materially reduce poverty levels, per 
capita income needs to be closer to $2,000 per 
annum than the current $500. Even then, 
poverty levels will still be large. India’s attractive 
demographic profile, with a majority of the 
population entering their prime consumption 
vears, will be wasted unless income levels rise 
sharply and quickly. Novel ideas for mass edu- 
cation by incentivising the private sector need 
to be conceived and executed if consumption- 
driven economic growth is to become a reality. 

Thomas Henry Huxley had earned the nick- 
name 'Darwin's bulldog' for his blunt and im- 
passioned defence of Darwin's ideas on evolu- 
tion. Darwin shrank away from propagating his 
theory in front of the disapproving Anglican 
establishment. Huxley, however, had no such 
fears. At a debate in 1860, Bishop Samuel 
Wilberforce asked sarcastically whether Huxley 
would have preferred to be descended from an 
ape on his grandfather's or grandmother's side. 
To which Huxley replied: “If the question is put 
to me whether I would rather have a miserable 
ape for a grandfather, or a man highly endowed 
by nature and possessed of great means and 
influence and yet who employs these faculties 
and that influence for the mere purpose of 
introducing ridicule into a grave scientific 
discussion, | unhesitatingly affirm my prefer- 
ence for the ape.” 

The theories of economic progress that are 
propounded in our country continue to be 
based on the discredited and discarded ideas of 
socialist nirvana. Unfortunately, they are de- 
fended just as ferociously as the novel one was 
by ‘Darwin's bulldog. E 


BUSINESSWORLD 66 1 NOVEMBER 2004 


Businessworld 


Personal finance 





COVER STORY 


‘Catch 'em Young 


‘Cursing yourself for missing out on the recent mid-cap 
rally? Relax. You can still make money in mid-caps. But 
not every mid-cap is a multi-bagger, and the risks are 


higher than in large-caps. Here's how to pick 'em. 68 





MONEY PLANT 
Retirement Plan with limited savings and little time, how can 
you plan for a financially sound retired life? 72 


TAXONOMICS 
Scrutiny Assessment And you thought filing the tax return wa 


the end of the story. What if your case comes under scrutii Ly? 74 


Birla's Alliance What the recent takeover of Alliance MP's 14 
schemes by Birla Sun Life means for the former's investors. 76 


MONEY TALK 
Vital Statistics Returns on mutual funds. 81 


Disclaimer: Every effort has been made to ensure the accuracy of all the information in this section. The advice 
provided here is intended to help you understand the general issues. However, the reader is advised to consult a 
financial, tax or legal professional before taking any significant investment decision. 


About Rs. 200 a month for cable TV. 





| . A Gara BARDEM V 
And only Rs. 163 a month for a life cover of Rs. 5lakh. F ee 
Think about it. MeETLITe | 
20 ia 
Let our Financial Advisors show you how premium rates lower than your cable charges can get you TESEN) + 
life cover up to Rs. 5 lakh with Met Suraksha. Call Free on 1-600-44-6969 (Mon-Fri, 9 am-6 pm) EER n 
“Conditions appiy. Ee eee — 





Insurance is the subject matter of solicitation. MetLife India Insurance Co. Pvt. Ltd., Regd. Office: "Brigade Seshamahal', 5 Vani Vilas Road, Basay anagudi, Bangalore 560 004. www.metlifeindia.com 100577 


Mid-cap 
stocks have 
been on fire. 
Things to 
watch out 
for before 
you venture. 
By Rachna Monga 
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FTER a casino, a stockmarket 
is perhaps the only other place 


and destroyed. Since the bull- 
run began in April 2003, many 
have become millionaires. An 
investment of Rs 17,000 in KEC Interna- 
tional, made a year back, is worth 
Rs 1.86 lakh today. If you are among the 
lucky few who raked in that kind of 
money, give this article a miss. But if you 
are among the many who missed the 
bus, and have been kicking yourself for 
it, take heart and stop kicking yourself. It 
is never too late to invest in the market 
— provided you do your homework. 
Let's take what was at the forefront of 
this rally: the mid-caps. Since the post- 
election devastation, mid-cap stocks 
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(represented by the CNX Midcap 200 | 


Index) are up by 46 per cent. In contrast, 
large-cap stocks (represented by Sensex 
and Nifty) gained just 26-30 per cent. 
But mid-caps are not a new find, 
having been the biggest wealth creators 
in the last five years (See ‘Top Of The 
Charts’). An investment of Rs 10,000 in 
January 1999 in a hypothetical mid-cap 
index fund would have grown to Rs 
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37,300 by now, compared to Rs 18,600 in 
a Sensex-based index fund. Even in the 
future, mid-caps will always be more re- 
warding than large-caps. 

But there is a flip side too. Mid-caps 
are highly volatile. "Investors must 
realise that mid-cap is a high-risk, high- 
return investment," says Nilesh Shah, 
CIO of Prudential ICICI Asset Manage- 
ment. There have been times when 
mid-cap stocks have witnessed a 
sharper fall than the large-cap stocks. 
Already, the CNX Midcap has fallen by 
3.45 per cent from its recent peak. Also 
remember, you are buying into a small 
company and you need to give it time to 
grow, say four to five years. The bottom- 
line is you have to be a long-term inve- 
stor, especially while investing in mid- 
cap stocks. 

But before we look at how to pick up 
great mid-cap stocks, let's answer the 
question foremost in your mind. 





Is It Too Late To Join The Race? 
Today, only 40 of the 200 stocks that 


make up the CNX Midcap 200 Index are 


trading below their book value, down 
from 120 a year back. Also, 41 mid-cap 
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stocks have a market-cap of more than 
Rs 750 crore — the upper limit for a 
stock to be in the CNX Midcap Index. 

Market watchers and fund man- 
agers feel it's going to be tough to spot 
mid-cap winners now. And they won't 
come as cheaply as they did some 
months back. Anoop Bhaskar, fund 
manager for Sundaram Select Midcap 
fund, feels that valuations for mid-cap 
stocks are stretched over the short term. 
"At current levels, one will have to work 
harder to find value among them," adds 
Prudential's Shah. 

Nishid Shah, CIO of Birla Sunlife As- 
set Management, agrees that some 
stocks have run ahead of valuations. 
"But there are several of them which can 
give double-digit returns for the next 
few years," he adds. 

Even Sundaram Mutual's recent 
study of mid-cap stocks over 8-year and 
12-year periods shows that the overall 
profitability of mid-sized companies 
has reached record levels. As many as 63 
mid-sized companies have doubled 
profits since 1991. Their market cap is 
also close to the historic highs of 1994 
and 1997 (indicating a sharp rise in pri- 
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ces). But some of them are available at 
low valuation — even at current prices. 


How To Pick Mid-cap Winners 


Most mid-cap companies have a re- 
structuring story around them — the 
falling interest rates helped bring down 
cost of operations and become more 
efficient. Some are niche players pursu- 
ing global expansion plans. Some are 
benefitting from the current economic 
growth. Their size also enables them to 
be more responsive to changes. 

Still, picking the winners is no easy 
task. Don't depend on regular stock tips 
and buy-sell recommendations. Most of 
the mid-cap companies are lesser 
known names, aren't widely tracked or 
covered by the media. So ensure you do 
your homework. For example, one way 
to invest in technology sector is to pick 
up Infy or TCS. But to to find a mid-cap 
stock, you will have to research more, 








and find out niche players who have the | 


potential to grow faster than the sector. 

Of course, you will need to screen 
the stocks using the standard stock se- 
lection parameters — nature of the 
business, management of the company, 
financials, etc. But within these, you will 
need to find out the triggers that can 
transform it into a large-cap in the fu- 
ture. So look at: 

E How strong the business is 

Take a television media company 
and a retailing company. The TV com- 
pany can grow only by starting new 
channels. And since there is a glut of 
channels, an explosive growth seems 
unlikely in the near future. But consid- 
ering the boom in retailing, triggered by 
malls, a retail garment company will 
have a relatively higher potential. In 
2000, retail major Pantaloon had a sales 
turnover of Rs 134 crore. Trent, a much 
smaller player, had sales of Rs 41 crore. 
Today, Pantaloon's turnover is Rs 235 
crore and Trent's is Rs 150 crore. The 
Pantaloon stock has gained a whopping 
1,500 per cent and Trent is up by 260 per 
cent since 2000. 

Similarly, technology looked promi- 
sing in 1998-99. The erstwhile mid-cap 
stocks like Infosys and Wipro are today's 
large-caps. The trick is in identifying the 
most promising sectors, and then the 


mid-sized companies that are poised to 
benefit. Look for the trends, socio- 
economic changes or broad govern- 
ment initiatives. Try to find out what 
businesses will benefit from these 
trends and changes. Take the boom in 
IT-enabled services. IT companies have 
been the obvious beneficiaries. But the 
large-scale job growth and the increase 
in purchasing power have boosted the 
real-estate sector, which in turn has 
fuelled the demand for cement and 
steel sectors. 

On the policy front, take the govern- 
ment's keenness to push infra- 
structure reforms. Apart from 
huge budgetary allocations, it 
plans to use forex reserves to 
fund infrastructure growth. Do 
some research on which busi- 


from 11.77 per cent in 2001 to 15 per 
cent in 2004. Birla Corporation had a 
ROCE of 4.7 per cent in 2001, which has 
doubled to 13.2 per cent in 2004. It reg- 
istered a whopping 895 per cent growth 
in profits last year, as compared to 
ACC's growth of 99 per cent. So it's the 
rate of growth that also makes the 
difference. 

Apart from looking at historical per- 
formance, look into the future. "Can 
you foresee a dramatic change in the 
company's fundamentals over the next 
two to three years? Is a huge inflexion in 


Top of the charts 


Growth of Rs 10,000 






40,000 
nesses will get a fillip from this 
and which small and mid- -. NSE Nifty 
sized companies will benefit. 35,000 Bl CNX Midcap 200 
The bottomline is the sector 
| has to show real promise. 25,000 ll BSE Sensex 


B How the company com- 
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pares with big players 

An important determinant 
is the companys position vis- 
à-vis the leader in the industry. 
If the leader is formidable and 
aggressive, the smaller players 
have to struggle hard. On the 
other hand, if the leader's slow- 
ing, it's easier for the smaller 
players to grow. In FMCGs, for 
example, the smaller players 
have been showing better 
growth than the leader. 

B How is the company's 
financial health? 

All the above factors will 
not help if the business isnt consistently 
profitable — a big jump in sales, or prof- 
its, in one or two quarters will not do. 
Look at whether the company has sus- 
tained thesales growth or profit margins 
over at least four to five years. Some of 
the biggest gainers of the mid-cap rally 
like Sesa Goa and CESC have one thing 
in common: they have consistently 
shown higher sales, profit margins, and 
return on capital over the past five years. 

Also, compare their profitability 
with that of larger ones. ACC's return on 
capital employed (ROCE) improved 
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profits underway?" asks Jamshed De- 
sai, head of research, IL&FS Invest- 
smart. It is easier to find such triggers in 
manufacturing than in services. For ex- 
ample, if an engineering company re- 
ceives a huge order that is two to three 
times its sales, that is a trigger fora jump 
in profits over six months to one year. 
Increase in capacity or increased 
utilisation is also a growth trigger. Mer- 
cator Lines, a shipping company, in- 
creased its tonnage capacity by a whop- 
ping 400 per cent during the last fiscal. 
The result: its topline grew by 290 per 
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Stock universe of mid-cap funds 





Amtek Auto 

Ashok Leyland 

Berger Paints India 

Birla Corporation 

Chennai Petroleum Corp. 
Geometric Software Solutions 
Goodlass Nerolac Paints 
Hindustan Construction 
IVRCL Infrastructures & Projects 
Ipca Laboratories 

Marico Industries 

Motor Industries 


Cummins India 

UTI Bank 

Uniphos Enterprises 
Maharashtra Seamless 
Britannia Industries 
Essel Propack 
Ingersoll-Rand (India) 


125.1 
152.2 
21.9 
248.4 
6220 .— 
2049 | 
2425 | 


Share prices as on 15 Oct 2004. PAT figures as on 31 March 2004. 


cent as against a mere 11 per cent in the 
previous fiscal. The stock has gained 116 
per cent over the last one year. Besides, 
some fund managers also use quanti- 
tative benchmarks. Sundaram Midcap, 


for instance, picks up stocks that have | 


price-to-earnings ratio of not more than 
10, a dividend yield of at least 2-3 per 
cent, and a consistent dividend payout 
record for at least three years. 

E Who owns the stock? 

If a promising mid-sized company 
has not yet been discovered by the big 
institutional players, it is one reason to 
pick up the stock. In this rally, foreign in- 
stitutional investors — apart from do- 
mestic players — have bought up mid- 
cap stocks in big way. But catch such 
stocks ahead of anyone else, so you get 
the maximum value when the turn- 
around happens. 

However despite a great stock pick- 
ing skill, there can be liquidity risks with 


| 


mid-cap stocks. There are times when 
these stocks aren't actively traded. In 
most of these companies, promoters 
hold a majority stake and a very small 
proportion of shares are actively 
traded. Despite the current rally, the 
daily traded value for each of the 200 
stocks of CNX Midcap Index is not 
more than Rs 10 crore. Vinay Kulkarni, 
fund manager for UTI Midcap Fund, 
warns that with the lowering of short- 
term capital gains tax to 10 per cent, the 
speculative interest in these stocks will 
rise. Further, some promoters resort to 
frequent trading, leading to jacking up 
of volumes. Thus, one way to mitigate 
these risks and lessen your burden of 
research is to go the mutual funds way. 
The number of mid-cap funds has 
gone up from three to seven. Each has 
its own definition for mid-cap stocks, 
but usually invest 60-70 per cent in 
these stocks. However, most of them 
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_ Average no. of shares traded 


14,2101 
1606,645 - 
63,884 

. . 89,904 
196,947 
12,347 

|. 14,627 
. 8,567 
51,300 
9,002 
20,995 
4,551 


61,029.1 
108,817.6 
38,1793.6 

71,745.2 

- 52120 

10,080.4- 

27,926.5 


don't have a historical performance to 
show. So, look at the performance of 
other equity funds managed by the 
same fund house. This should give 
some indication about its track record. 
The fund route will take away the 
higher risk associated with direct in- 
vesting, but within the realm of diversi- 
fied equity funds, mid-cap funds tend 
to be the most volatile. The way to beat 
the volatility is to have a long-term hori- 
zon and limit your allocation to mid- 
cap stocks and funds. While you ought 
to give at least three to four years for 
the stock to become a large-cap, you 
cant bet all your horses on them. Expe- 
rienced players say it should not be 
more than 15-20 per cent of your total 
equity investments. z 
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I AM a 46-year-old man working in a 
private sector manufacturing firm, 
which gets me a salary of Rs 8 lakh per 
annum. I plan to retire in 8-10 years, 
and don't foresee a major increase in 
my income. Till now, I haven't made 
any retirement savings as such, but 
have been putting in Rs 50,000 in PPF 
for the last 20 years. Besides, | have 
around Rs 1 lakh in savings account, Rs 
5 lakh in bank fixed deposits, about Rs 
50,000 in shares and equity funds. 

I don't have any liabilities in terms 


of any loan, and I have sufficient funds | 


to meet my only son's higher educa- 
tion. Will these savings take care of my 
retirement if I continue saving Rs 
50,000 per year? If not, please suggest 
an appropriate savings plan. 

— Bhaskar Varma 


ETTER late than never. It's 
good that you have started 
thinking about how to go 
about the years after 
you retire. With the 
amount of savings you 
are comfortable making, the time 
you have to invest before you 
retire, and the corpus you require 
for a comfortable living there- 
after, your options are limited. 

What I have tried to do here is 
paint you a picture of what you 
would earn each month after 
your retirement, allowing for your 
childs advanced education if 








you were to carry on in the same vein, 
and then juxtapose what I think you 
should be doing with your portfolio and 
future earnings in order to allow for 
some considered aggression in the way | 
that your money grows. 

So let's us start by assuming that you 
retire nine years from now. Your objec- 
tive is to have a healthy inflow of money 
for your regular expenses after retire- 
ment till the age of 80. To meet this ob- 
jective, you can invest Rs 50,000 per 
year. You haven't mentioned when you 
would have to incur higher education 
costs. We'll presume it is three years 
from now, and that the estimated cost of 
your sons education will be Rs 10 lakh. 


The Game Plan 


The current net worth of your invest- 
ments stands at around Rs 3,438,000, 
derived after adding PPF balance as 
on date of Rs 2,788,227 (based on a 9 per 
cent compounded annual rate of retu- 
rn); savings bank balance of Rs 100,000; 
fixed deposits worth Rs 500,000; and eq- 
uity funds of Rs 50,000. | 
Based on these assumptions, if you | 
are able to generate a return of 8 per cent 
as against inflation of 6 per cent, you 
would be able to provide for the inflated 
| value of your child's education of Rs 
11.9 lakh and then be able to sustain a. | 
monthly expenditure of Rs 13,500 (pre- 
sent value) after retirement, up to the 
age of 80 (See 'Cash Flows Till Retire- 


Your investment pie 





Equity Shares 150,000 
Equity Fund 150,000 
Small Savings 200,000 
Avg Return 500,000 
Total Return 1,25,000 


* Average indicative returns in %; investment in Rs 
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Retired and secure 


ment Age’). The table shows that you 
would have a corpus of Rs 56.3 lakh at 
the time of your retirement. 

As stated earlier, if you strive to earn 
8 per cent return even after retirement, 
this corpus would be adequate to sus- 
tain a monthly expenditure of Rs 13,500 
(present value) up to the age of 80. 


Make Your Money Work 


Now, we will deal with how you can get a 
rate of return that is greater than 8 per 
cent on your investments. Investment 
avenues such as PPF and Employees 
Provident Fund will be inadequate in 
the long term. It must be noted that in- 
flation at 7.5 per cent, as is being experi- 
enced today, would wipe out real earn- 
ings from the traditional avenues in 
which you have been investing. 

It is therefore suggested that you in- 
crease asset allocation towards equity in 
your portfolio by breaking your fixed 
deposits. This is a comparatively risky 
strategy, but is suggested considering 
the limited options available. 

It is also suggested that your annual 
savings of Rs 50,000 be invested in 
both equity and small saving schemes, 
some of which yield higher risk-free in- 
come as compared to fixed deposits. 
We, therefore, suggested earlier that you 
break your fixed deposits. You could in- 
vest the Rs 5 lakh as follows: 

B Direct investment in equity stocks: 
Rs 150,000 
B Equity & sectoral funds: Rs 150,000 
B Small savings: Rs 200,000 


Investing In Stocks 


There are ample investment 
opportunities offered by stock- 
markets for the prudent investor. 
Please understand that investing 
in stockmarkets, either directly or 
via equity mutual funds, is not 
always a recipe to earn large 
upsides. And the strategy is only 
for someone who is prepared to 
take some amount of risk. You 
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also need to carefully 
research the company 
in which you are put- 


FINALY 


Cash flows till retirement age 


. 
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ting your money. Ies j AM. 
Prudent investors 46 3,450,000.0 7 3,450,000.0 276,000.0 50,000 3,776,000.0 
have almost always ! 776 ANN 6 RA P T | 
made the returns they ^7 VERE MEN 3020000 MEME 4.125,050.0 
expect in the long term. 48 4,128,080.0 — 4128,.0800  330,246.4 50000  4,508,326.4 
For instance, the pri- 
marv market has been 49 45083264 1,191,016 33173104 265,384.8 50000 . 3,632,695.2 
vibrant in this past year 50 3,632,695.2 — 3632.6952 290.6156 50000 3,973,310.8 
with many strong IPO 
issues. Some of the IPOs 51 3,973,310.8 — 29733108. 317,864.9 50000 4,341,175.7 
in recent times have de- 
livered an average re- 52  4341,175.7 m 43411757 347,294.1 50,000 4,738,469.8 
turn as high as 50-00 — 53 veeaess| — — LAISSABSRI 379,077.6 B0000 5.167.547.4 
per cent in the near and | 
short term. 54 54167,5474 — 443.403.8 50,000 5,630,951.2 
Secondary markets 
offer opportunities with 
sectoral outperformers and fundamen- | idend yielding stocks. from a corpus of Rs 1.52 crore which 


tally sound picks. These are solid com- 
panies that are already listed. There are 
also arbitrage opportunities in buy- 
backs and open offers announced by 
companies from time to time. 

And finally, there are opportunities 
in investing in dividend-yielding stocks 
or those with a good track record of pay- 
ing high dividends. However, they nor- 
mally come at high valuations and must 
always be looked at in conjunction with 
capital appreciation. 


Mutual Funds 


Mutual funds offer a hands-off appro- 
ach to investing in stocks. Always main- 
tain diversity of funds, and be sure 
about the merit of the asset manage- 
ment companies that manage them. 
These days, asset management 
companies have specific funds that 
offer a host of investment opportunities 
based on the capital of the company, 
sensex indicators, sectoral stocks or div- 


It is, however, essential that you al- 


ways seek the advice of wealth manage- 
ment professionals before investing. 
This is because you need to ensure that 
you don't overexpose yourself in any 
specific sector or asset company. 


Small Savings Schemes 


Despite the presence of alternate in- 
vestment options, small savings 
schemes continue to be the preferred 
choice fora sizeable chunk ofthe invest- 
ing population. The high safety levels, 


coupled with the attractive returns, | 


make small savings schemes a must- 

have proposition for most investors. 
Putting together a diversified portfo- 

lio that reduces your risk still works far 


. more efficiently than the investment av- 


enues you have currently adopted (See 
"Your Investment Pie"). 

Assuming we even consider a more 
realistic return of 19-20 per cent 


| based on the diversified portfolio men- 


tioned, the rate of return that 
your portfolio would gener- 


you will have on your retirement, after 
considering expenses that you will in- 
cur on your child's higher education. 

You must also think of getting an 
insurance plan to protect yourself 
against life risks to the extent of half the 
planned corpus you hope to have at the 
time of retirement. 

Since you already have a healthy 
corpus, à pure term policy cover of one- 
third your expected corpus should 
suffice. A pure term policy of Rs 50 lakh 
coverage for 10 years would cost you 
approximately Rs 23,000 per annum. 

You may also wish to protect your- 
self from increased medical expenses, à 
reality as one gets older. A mediclaim 
cover would cost you under approxi- 
mately Rs 5,000 per annum for a Rs 
4 lakh cover. The advantage of such 
a cover is that you don't touch your cor- 
pus for unforeseen medical expenses, 
and instead have insurance companies 
paying your bills directly through à 
cashless transaction. 

Theaforementioned recommenda- 


tions take into account the information 
provided by you. However, please con 

sult a reputed wealth management 
consultant before taking any decision 


With ample investment 
opportunities, here is how 
to make your money work 


ate is up 12 per cent per an- | 
num. In other words, your | 
money will work more effi- | 
ciently for you, getting you an 





harder for you, SO you additional earning concerning your portfolio. LJ 
can have a comfortable of Rs 76,500 annualised in 

lifea ft er retirement absolute terms. Vasu Krishnamurthy is the director 

This will result in you of Allegro Capital Advisors 

earning Rs 90,000 per month headquartered in Bangalore 
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N the last column, we discussed | 


what happens after you file your 

tax return. The real worry starts if 

your case is chosen for scrutiny. 

The assessing officer selects 3-5 

per cent of returns filed for detailed 
scrutiny assessment under Section 
143(3). We will now discuss how cases 
are chosen and how you can be best pre- 
pared if your tax return is among the 
chosen few. You'll know that the return 
has been picked for scrutiny when you 
find a notice at your door. 


How Are The Cases Chosen? 


The tax department lays down norms 
from time to time for choosing cases for 
scrutiny (See "Will Your Case Come Un- 
der Compulsory Scrutiny?’). There are 


cases which do not come under these | 


norms, but are chosen because the 
assessing officer believes scrutiny is re- 
quired for specific reasons. For example, 
cases of builders/contractors who fol- 
low project completion method to de- 
clare their income, or cases with prima 
facie evidence of dividend/bonus strip- 
ping. The cases are selected after record- 
ing the reasons in writing and with prior 
approval of the chief commissioner of 
income tax concerned. 


What To Do When Under Scrutiny? 


Prepare for a long haul. The assessment 
is completed after a number of hear- 
ings. One can personally attend the pro- 
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ceedings or engage a CA/lawyer to rep- 
resent his case. Your best friends in the 
scrutiny stage are your supporting doc- 
uments. Keep them ready. Normally, 
the assessing officer asks for the follow- 
ing documents/information during 
scrutiny assessment: 

(i) A detailed analysis of bank pass- 
book explaining each debit and credit. 

(ii) Investments made in immovable 
properties, FDRs, shares, debentures, 
bonds and sources of funds for making 
such investments. 

(iii) Details of loans accepted and 
given during the year, along with confir- 
mation from other party. 

(iv) Details of gifts given and taken 
during the year. 

(v) Details of motor vehicles pur- 
chased during the year and the sources 
of funds thereof. 

(vi) Details of household expendi- 
ture, including expenditure on tele- 
phone bills, electricity bills, children's 
education expenditure, kitchen expen- 
diture and movable assets purchased 
for personal use. 

(vii) Details of drawings made to 
meet household expenditure. 

(viii) Details of foreign travel under- 
taken and expenditure thereon. 

(ix) Details of assets held by minor 
children and the source of acquisition. 

(x) Details of assets held by spouse 


Till when 


can you 
expect the 
notice 


under scrutiny. 
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Deal with scrutiny 


and sources of acquisition of the assets. 

(xi) Details of income of minor 
children. 

(xii) Details of immovable property 
constructed during the year and the ex- 
penditure incurred thereof. 

(xiii) Details and proofs of rent paid 
during the year for which HRA has been 
claimed as exempt. 

(xiv) Details and proofs of donations 
made for which deduction has been 
claimed U/S 80G. 

(xv) Details of various payments and 
reimbursement received from the em- 
ployer in case of a salaried class person. 


A Stitch In Time: The Assessment Stage 


Remember the following points during 
the assessment stage to avoid problems: 

(i) You should analyse all passbook 
entries to ensure that the incomes are 
accounted for in the income tax return. 
Itis advisable to prepare a balance sheet 
every year even though it is not legally 
required. This helps in tracking income 
in the long run. 

(ii) Keep proper records of invest- 
ments made along with their sources. If 
the sources of investment are not ex- 
plained to the satisfaction of assessing 
officer, then such unexplained invest- 
ment is treated on income of the as- 
sessee, and taxed. 

(iii) Do not accept or repay any loan 


The assessing officer has to serve the notice U/S | 
143(2) on the assessee within 12 months from the _ 
end of the month in which return is filed. So if 
you file the return for assessment year (AY) 2004- 
05 on 31 October 2004, then the notice U/S 143(2) 
must be received on or before 31 October 2005. 
Any notice served after 31 October 2005 is invalid 
and void ab initio. So if you have filed the return 
for AY 2003-04, say on 28 September 2003, but did 
not receive notice U/S 143(2) up to 30 September 
2004, then your case for AY 2003-04 cannot come 
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Will your case come under compulsory scrutiny? 


THE finance ministry has instructed that the following cases 
will be compulsorily scrutinised in the current financial year: 


(i) All cases where income exceeding Rs 2 lakh has been 


claimed as exempt. 


(ii) All retums where deduction claimed under Chapter VI-A of 
the IT Act is Rs 10 lakh and above in specified cities*; and Rs 
5 lakh and above in other places. Chapter VI-A consists of 
deductions which are allowable from the total income. E.g. 
Deduction under Sections 80G, 80L, SOHHC, 80IA and 80IB. 


(iii) All returns where refund claimed is Rs 10 lakh or above in 
specified cities; and Rs 5 lakh and above in other places. 


(iv) All cases wherein addition/disallowance has been 
sustained by the CIT (Appeal) in any of the three preceding 
years amounting to Rs 5 lakh and above in specified cities; 
and Rs 1 lakh and above in other places. 


(v) All cases of stockbrokers/sub brokers where gross 
brokerage disclosed is Rs 50 lakh or above and income 
declared is less than 10 per cent of gross brokerage. 


(vi) All cases of stockbrokers/ sub brokers where the bad 


debts claims are Rs 5 lakh or more. 


(vii) All cases of professionals who have gross receipts of 
Rs 50 lakh or more and income declared is less than 20 


per cent of gross professional receipt. 


(viii) All cases of non-residents where income disclosed is 
less than that determined U/S 195 or 197, as the cases may 


or deposit of Rs 20,000 or more in cash. 
Use a crossed cheque because the 
penalty is enormous. Any loan ac- 
cepted/repaid in cash above the speci- 
fied limit attracts a penalty equal to the 
amount of loan accepted/repaid. 

(iv) Keep a record of gifts accepted 
during the year including the gift deed, 
permanent account number of donor 
and bank statement of donor. It may be 
noted that if gift of money exceeding Rs 
25,000 is accepted on or after 1 Septem- 
ber 2004 from non-relatives, such gifts 
are treated as income of the receiver. 

(v) Ensure that proper withdrawals 
are made from income for monthly 


household expenditure. If withdrawals | 


are less than the household expenditure 
estimated by the assessing officer, the 
shortfall is treated as income. 

(vi) Include the income of minor 
child in the income of the parent whose 


total income is highest. In other words, if | 


| be. U/S 195/197 of the IT Act, the assessing officer has the 
| power to determine the taxable income of non-residents 


(ix) All cases of contractors whose gross contract receipts 


exceed Rs 2 crore and net income declared is less then 5 per 


exceed Rs 5 crore. 





cent of gross contract receipts. 


(x) All cases where exemption is claimed U/S 11 of IT Act and 
the gross receipts exceed Rs 5 crore. Charitable and religious 
trusts and institutions are entitled to exemption U/S 11. 


(xi) All cases where Section 143(3) is applicable. These are 
cases of hospitals, educational institutions and other insti- 
tutions entitled to exemption under Section 10 of the IT Act. 


(xii) Cases where value of international transaction, i.e., the 
transaction of Indian assessee with his foreign collaborator, 


(xiii) All cases of banks and non-banking finance 
corporations with deposits of Rs 5 crore and above. 

(xiv) All cases pertaining to search and seizure. 

(xv) All cases pertaining to survey conducted U/S 133A. 
(xvii) Returns of local authorities assessable to income tax. 


(xviii) All cases of deduction under Sections 10A/10B of the 
IT Act with export turnover exceeding Rs 5 crore. Deduction 


U/S 104/10B is available to certain exporters having their 
units at specified places. E.g. Kandla Export Processing zone 


the total income of the father is higher 
than that of the mother, then the in- 
come of the minor child will be in- 
cluded in the father's income. 

(vii) If some assets have been trans- 
ferred to the spouse at lower than the 
market rate, or if the spouse has pur- 
chased assets from money gifted by 
you, then any income from such assets 
should be included in your income and 
not in the income of spouse. 

(viii) Ensure that if any house is con- 
structed during the year, the expendi- 
ture on construction is properly ac- 
counted for. If as per the assessing 
officer, the cost is Rs 4 lakh and the cost 
of construction as per the assessee is 
Rs2.5lakh, then Rs 1.5lakh will be taxed 
as income. 

(ix) Ifexemption for HRA is claimed, 
then the proof of rent paid has to be fur- 
nished. Also ensure that if rent is paid to 
your father, mother or any relative, then 
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* Specified cities are Delhi, Mumbai, Chennai, Kolkata, Pune, 
Hyderabad, Bangalore and Ahmedabad. 


the rent has to be shown in the return of 
income of the person receiving the rent. 


Till When Can The Scrutiny Go On? 


The scrutiny assessment must be com- 
pleted within two years from the end of 
the relevant assessment year (AY). 
Therefore, for the financial year ending 
31 March 2003, the AY is 2003-04 and 
scrutiny assessment should be com- 
pleted by 31 March 2006. 


What Is The Penalty? 


In scrutiny assessment, you not only 
have to pay the tax on the addition to 
your declared income, but also a pen- 
alty for concealment of income unless 
the addition is on account of interpreta- 
tion of law. The minimum penalty of 
concealment of income is 100 per cent 
of the tax sought to be evaded, and the 
maximum penalty for the same is 300 
per cent of the tax. » 
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The future of an alliance 


funds had slipped during the stars’ time, 
but sharper comparisons emerge from 
the time after they left (Shah in late 2002, 
and Arora, a year later). During some of 
the bull and bear phases since, Alliance 
Equity posted a superior record. For in- 
stance, between April 2003 and January 
2004, Alliance Equity delivered a 140 per 
cent return, while Birla Advan- 
tage gained 133 per cent. After 
that, till May 17, Birla suf- 
fered a sharper fall. Since 
then, both have posted 
equally good returns. Dur- 
ing this while, Birla's invest- 
ment management team 
has been reshuffled many 
times, while Alliance has stuck to 
the same team, more or less. 
On the debt side, Alliance has been a 


ALL it the coming together of "yes- 

terday's stars”. Birla Sun Life Mutual 

Fund's acquisition of 14 of Alliance 
Capital's schemes brings with it a legacy. 
Just five years back, Birla Advantage and 
Alliance Equity were star performers, 
with their respective star fund managers 
— Bharat Shah and Samir Arora. 

Today, Alliance's fund managers 

face the prospect of not being 
called over to Birla with the 
schemes. Do Alliance in- 
vestors need to worry? 
The performances of the 
















Birla vs Alliance 
Name of Returns/Ranking ? 
scheme — 5004 | 2003 | 2002 























aha | peck conservative manager, while Birla has 
been disciplined. So Alliance's debt in- 

110.34 | 3.33 vestors have little to worry about. 

32/71 | 54/60 The new entity, with 17 equity and 30 

72.30 | 10.96 debt funds, will have some duplication. It 

10/29 — will be a challenge for Birla to have a clear 

69.15 | 15 positioning and keep up performance, 

12/29 | asian especially for the equity funds. That 

8.35 16.39 ' 0 i 

11741 | 12/33 would need a stable team. So it would be 


best for Alliance investors to wait and 
watch awhile. On the brighter side, they 
can choose from a bigger basket and en- 





8.11 17.27 
39/42 | 19/41 6/33 





Returns in %. Ranks given out of the total number of joy a larger distribution network. *» 
schemes in category. Source: Valueresearchoniine.com RACHNA MONGA 








TRAI’s audit billing initiative 





HE Telecom Regulatory Authority's 
T (TRAI) new initiative may put an 
end to your phone bill woes. It will 
introduce audit of billing systems of var- 
ious service providers by the year-end. 
Trai seeks to tackle the problem of 
billing, following a series of complaints. 
The audit of billing systems, a practice | 
that telecom regulators around the | 
world have put into place, will help iron 
out flaws and discrepancies. It will look 
into a variety of areas. All faults will have 
to be cleared within 24 hours, the call 
drop rate should be under 3 per cent, 


more than 95 per cent of connections 
should have good voice quality, and 
billing complaints per 100 bills should 
be below 0.1 per cent. 

Trai's monitoring of service provi- 
ders showed that the billing parameter 
is far below the quality of service norms, 
and operators need to focus on this as- 
pect. An IMRB survey shows that al- 
most all operators have problems. Whi- 
le all of them have billing problems, 
BSNL has the most problems across cir- 
cles, according to the survey. * 

ANUP JAYARAM 
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WHO IS INVESTING? 

That's the question anyone look- 
ing at the assets invested in our 
stockmarkets would ask. Well, 
the RBI data on 'Financial as- 
sets of the household sector' 
answers it partly, but it also 
throws up more questions. It 
shows that Indian households in- 
vested just 1.81 per cent of 
their financial assets in 2003-04 
in equity. In the preceding finan- 
cial year, they had invested 2.12 
per cent. And this fall in the 
share is despite buoyancy in the 
stock markets. 

So who opened so many de- 
mat accounts? Who subscribed 
to the big IPOs? Who actually in- 
vested in the mutual fund IPOs 
that showed increased partici- 
pation of the retail investor? The 
answers aren't in the same data. 
What is known is that bank fixed 
deposits, despite their meagre 
returns, remain the first choice 
for household investors. 

It shows that the regulator, 
advisors and intermediaries 
have a lot to do if a broad-based 
equity investment culture is to 
be founded in India. 


Fixed deposits still rule 


42.82 ™ 






40 


0 
2003-04 


ASHISH SAHI 








NSE REDUCES CASH PAYMENTS 
The National Stock Exchange 
has decreed that all its trading 
members will have to receive 
payments by account-payee, 
crossed cheques or demand 
drafts, or by direct credit to 
their bank account through an 
electronic fund transfer facility. 
This would be also applicable 
for payment of mark-to-market 
settlements for futures. Only in 
exceptional cases can a trading 
member receive cash. But then, 
under the income tax laws, that 
is to be capped at Rs 20,000. E 


I 


BEING NO. 1 

MAKES US KING. 
UR CUSTOMERS 

WEAR THE CROWN. 


IBM © server xSeries. The leading server in its market segment. 


















Our customers don't just buy servers from us. They buy years of expertise and trust. They buy IBM because of the huge 
range of products they can choose from. For the unmatched technical excellence. For the sheer breadth of market coverage. 
And for the kind of attention we give our customers. And it's paying off. The ultimate accolade came from Mr. Abir Basak, 
a Senior Manager at Aviva Life Insurance who said, “Our customers trust us with their lives. With our server consolidated 
on IBM xSeries, we can now focus on serving them - for life and beyond.” An accolade from a valued IBM customer who 
swears by our products and makes us fee! great. Like kings. 








(O server — 


IBM is a registered trademark of Internationa! Business Machines Corporation in the US and/or other countries. Other company product or service names may be trademarks or service marks of Thes respective owners, intei, intel logo, fter inside 
intei Inside logo. Intel Centrino, Intel Centrino logo, Celeron, Inte! Xeon, Intel SpeedStep, Itanium, Pentium, and Pentium Ill Xeon are trademarks or registered trademarks o! Intel Corporation or its subsidiaries in Phe United States and othar countries 
* Source: IBM led the x86 server segment in India, in Q2 2004 with 274% unit shipment and 36.2% revenue market share according to DC AP Enterprise Server Tracker, Q2 2004 OFM 1086: 
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Pay IT online 


DBI Bank has launched India’s first- 
| ever online tax payment facility with 
the support of the Central Board of 
Direct Taxes (CBDT) and the National 
Securities Depository. To pay taxes, log 
onto https://tin.nsdl.com/etax. Once 
there, choose whether you want to pay 
income tax, corporate tax, or wealth tax. 
That isn't all — other than self-assess- 
ment tax, you can also pay advance tax 
and tax on regular assessment. 
But first, you need to be registered 
for IDBI Banks Internet banking facility. 
To sign up, IDBI customers need to sub- 





e-return intermediaries. At first, regis- 
tered e-return intermediaries in 60 
cities will be authorised to receive paper 
returns, digitise them, and electroni- 
cally transmit them to the Income Tax 


_ department under digital signatures. 


mit a form and they are promised a user | 


ID and a password within 10 days. 

On 30 September, in a first-of-a-kind 
outsourcing effort, the CBDT allowed 
chartered accountants, advocates, em- 
ployers who deduct tax from salaries, 
and registered companies to function as 





Other banks, too, are expected to of- 
fer the e-tax facility soon. But given that 
the last date for filing returns this year is 
31 October, it seems IDBI customers will 
be the only ones availing of this facility 
this time around. LI 

ASHISH AGGARWAL 





Get Unique ID 


ing out deals of Rs 1 lakh or more 

will have to quote their Unique 
Identification numbers (UIN). It's part 
of Sebi's efforts to build a database ofin- 
vestors and brokers. As on 20 October, 
49,590 persons had been allotted UINs. 
The database lets investors see if an in- 
termediary is facing disciplinary action. 

Applications forms are available at 
https://mapin.nsdl.com. The fee of 


SIP's the way 


F ROM 1 April 2005, investors carry- | 








ROM 1 October, equity-oriented 
mutual funds have come under the 
ambit of securities transaction tax 


| (STT). The finance ministry had ini- 


. tially said that the STT of 0.15 per cent 





Rs 300 is payable by demand draft to. 


'Sebia/cmapin database' Investors will 
have to visit points of service (PoS) to 
provide fingerprints for registration. Ni 

ASHISH AGGARWAL 


POINTS OF SERVICE | 


s i 





Ci 





Name 


te list available on www.nsdl.co.in 





would be levied every time an equity 
fund investor trades in units, and has to 


| be shared equally between the buyer 


and the seller. This would have meant 


, an additional 0.30 per cent cost for the 


investor. However, a clarification says 
that an STT of only 0.15 per cent would 
be levied and that too only when you re- 
deem your units. This, in a way is bad 
news, because you pay a lower STT, but 
on an enhanced value (assuming your 
investment in the fund appreciates). 
There is a smart way out: systematic 
investment plans (SIP). Here, most eq- 
uity funds don't charge entry load. But 


, any redemption within a year attracts 


an exit load of 2.25-2.50 per cent, plus 
the STT charge. Stay invested for more 
than a year and avoid exit load or capi- 
tal gains tax — yes, that’s exempt too. W 

RACHNA MONGA 
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In its latest plan, borrowers can 
decide if they want to stay with a 
fixed rate or shift to the prevailing 
floating rate. The rate of interest 
will be fixed at 8 per cent for a 20- 
year loan, while corporate clients 
can avail a 20-year loan at a fixed 
rate of 7.75 per cent. Currently, LIC 
Housing Finance is offering loans 
at a floating rate of 7.5 per cent for 
individuals and 7.25 per cent for 
corporate clients. 





NDTV 
DN Is] VN LARGEST 
NEWS NETWORK 1100001 


In the news genre, NDTV has left the competition way behind. This is only 
inevitable when you have 16 years of expertise behind you, a programming 
line-up that's unparalleled and the most experienced journalists in the 


indian broadcast industry No wonder. over 500 advertisers and 1000 
brands have reposed their faith in the NDTV Network. 


© India's Largest News Network ) 


f AA " >. "s TARA Eae 
MSBIilliuiaizd Source ATV TG LOS -+ 


th Jun '04 - 2nd Oct '04, Day part: All Day 























EXPERIENCE. TRUTH FIRST 





EMPI Institute of Advertising, 
2 Communication and Management (A dCoM) 
oli pi ie 


Presents 


AdCoM Knight 2004-2005 
i, 


The Prophet of Advertising keeps his pen down for a day and reveals the secret: 


“How to turn Advertising Expenses into Investments” 
On 26th November, 2004 at Grand Hyatt, Mumbai 


Registration Details: 
Delegate Fee Rs. 12000 per person. Group Registration Fee Rs. 8000 per person (for 3 or more) 
EMPI Associates (Visiting Faculty, Organisations with EMP! Alumni) Rs. 6600" 
EMPI Alumni - Rs. 2000 (Limited Seats, Contact your Programme Office)" 
Early Bird Discount 1096 up to 31st October 


send your crossed cheque or bank draft in favour of 'EMPI International' payable at 'New Delhi' at the address given below: 


To register, 


Contact: Prof. Suman Sarkar / Dr. D.J. Pati 
EMPI Institute of Advertising, Communication and Management (AdCoM) 


CSKM Educational Complex, Satbari, Chattarpur, New Dethi - 110074 Media Partn 
Culd Fa CI 


E-mail: empi@vsni.com / sumansarkar56@rediffmail.com 
"all: (011) 26652373 / 2375 / 3764 | 3927 Fax: 91 - 11 -2665 4422 Businessworld 


Website Play the Game 
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Mutual funds 


Best 1-yr 
return 


Return 


3-yT 


Worst l-yr 
return 


Return 
1-yr SIP 


Assets Return 





(Rs crore) l-yr 


EQUITY: DIVERSIFIED 

Reliance Growth 615.32 55.16 47.31 72.73 229.36 -56.73 
Franklin India Prima 827.48 54.82 40.29 77.5 21785 -47.60 
HSBC Equity 1,401.44 51.45 39.00 — 195.44 49.18 
Birla Dividend Yield Plus 475.89 38.08 22.72 — 146.00 33.59 
Franklin India Bluechip 2,015.39 35.89 21.78 47.19 199.42 -36.54 


Best and worst returns calculated since launch of the scheme 








Composition Return Return Return Best 1-yr Worst 1-yr 
Scheme (equity:debt E l-yr SIP 3-yr return return 
HYBRID: EQUITY-ORIENTED 
Magnum Balanced 70:28 32.96 26.19 28.55 268.77 -63.06 
DSPML Balanced 58:34 28.28 20.34 32.52 90.91 -32.99 
Tata Balanced 6827. 27.58 20.21 31.40 120.81 -36.53 
HDFC Prudence (64:31 26.47 22.24 42.12 113.90 -24.31 
Kotak Balance | 64:22 26.08 22.66 27.91 76.67 -31.09 
Best and worst returns calculated since launch of the scheme 
Expense Avg. matu- Return Return Return Return 
Scheme ratio rity (yrs) 6-mth EI l-yr SIP 3-yr 
DEBT: MEDIUM-TERM 
UTI Bond 5 1.31 * 4.12 198 -0.04 O0. 7.30 
Templeton India Income Bui. 1,64 2.83 — 434. -1.34 -0.96 . 9.42 
Templeton India Income 1.588 325 -0.96 -0.96 -0.73 8.89 


Return Return 


l-yr SIP 


Return Return 
6-mth l-yr 


Composition Avg. matu 


Scheme (equity:debt} 





rity (yrs) 


HYBRID: MONTHLY INCOME PLAN 

FT india MIP 20:71 1.78 094 825 7.57 12.59 
DSPML Savings Plus Mod. 10:89 0.26 1.68 7.79 6.20 — 
Templeton MIP-G 14.65 157 -0.09 5.96 5.32 1167 


Returns as on 20 October 2004. Portfolio data (asset size, average maturity and composition) as 
on 30 September 2004. Fund returns (in %) are annualised, except for the six-month period 
(absolute). Schemes with the largest corpus (and not having a single investor with more than 25 
per cent of assets) are ranked in order of 1-year retums. SIP (Systematic Investment Plan): 
Returns on Rs 1,000 invested on the 10th of every month in the scheme for the last 12 months. 





TOP 15 STOCKS BOUGHT 
Company — 
MF ACTIVITY (SEPTEMBER) 
Reliance Industries 122.50 
TISCO 96.42 
SBI 80.80 
Tata Consultancy Services 74.95 
Oriental Bank of Commerce 72.21. 
66.58. 
63.11 
57.98 
mce 57.70 
Mahindra & Mahindra 57.04 
Union Bank of India 51.83 
TV Today Network 45.33 
SAIL 42.20 
Strides Acrolabs 39.05 
KEC international 38.90 
TOP 15 STOCKS SOLD 
| Maruti Udyog 109.68 
Grasim Industries 66.81 
Satyam Computer Services 61.59 
HPCL 60.60 
Hero Honda Motors 51.52 
Matrix Laboratories 49.83 
ACC 44.53 
BHEL 41.68 
indian Oil Corp. 33.90 
— 33.22 
Century Textiles & Industries 28.70 
Indian Rayon & Industries 27.08 
Ballarpur Industries 22.43 
Kochi Refineries 20.96 
Ashok Leyland 20:73 


Data based on August-September 2004 data 
of all open-ended funds 
Source: Value Research 





Hopes. Dreams. Independence. 


You can enjoy a good standard of living today and maintain it even after retirement. 
Let our Financial Advisors show you how. Call Free on 1-600-44-6969 (Mon-Fri, 9 am-6 pm). 





Insurance is the subject matter of solicitation. MetLife India Insurance Co. Pvt. Ltd., Regd. Office: ‘Brigade Seshamahal’, 5 Vani Vilas Road, Basavanagudi, Bangalore 560 004, www.metlifeindia.com 100578 
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A group of 
Si [silii In 
Bangalore 
nave 
farmed an 
innovative 
wmpany 
with only 
ane product 
I sell: 
maths. 
Evidently, 
an algorithm 
mould 
ahange 


your life. 
By Vidya 
Viswanathan 
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SCIENCE 





0 od pusiness 


GROUP of scientists in Ban- 
galore now believe that sell- 
ing maths can bring them 
profits. Too good to be true? 
Then how about this: they 
think India has a big edge, 
and want to experiment 
with new business models to create a 
whole host of companies. 

Six months ago, a 43-year old scien- 
tist — who had left his public sector job 
to set up an R&D outfit for a multina- 
tional in Bangalore — took the first leap 
and set up a company called Abstract 
Algorithms. (He can't be named just yet, 
so we will just call him 'CEO ). He has al- 
ready raised about half a million dollars 
of equity from private individuals. 

The CEO has been mulling this idea 
and talking about it for over six years. 
What makes him different from other 
scientists is that he has managed large 
projects, has a keen business sense, and 
is networked extensively both in India 
and abroad. Other eminent scientists 
want to work with him, and some have 
even officially joined him. 

Abstract Algorithms has four found- 
ing associates: Prabhakar Vaidya of the 
National Institute of Advanced Studies 
(NIAS), Tom Binford (a former Stanford 
computer science professor) of Read- 
Ink Technologies, R.M. Jha of the Na- 
tional Aeronautics Laboratory and T.K. 
Sivadas of the Central Fisheries Institute 
in Kochi. They will all continue to run 
their own companies or work in their 
own organisations, but will work for Ab- 
stract on a project basis in collaboration 
with their respective institutes. 

"This is a network model.... If Ab- 





Pabhakar Vaidya (R), one of the 
founding associates of Abstract 
Algorithms, and Tim Poston, a 
fellow mathematician at NIAS 








stract needs the expertise of another sci- 
entist who has a company of his own, 


we will work together. If somebody | 


wants to build any product using our al- 
gorithm, we will get into an agreement 
with them, and help them till it gets pro- 


ductised. That is the way to create many | 


companies and zillions of jobs," the - 


CEO explains. 

But what precisely is Abstract's busi- 
ness? To put it very simplistically, the Ab- 
stract group believes that current maths 
can be used to solve all sorts of prob- 
lems — in areas as diverse as engineer- 
ing, biology and economics. 


New Maths And Old Problems 


The bespectacled, burly and genial 
Vaidya, a quintessential professor, has a 





treasure chest of engineering problems - 
that he has collected over the last 30 | 


years. “Tell me an area, and I'll tell youa 


problem to be solved," he laughs. Ask 
him to name just any and he spews 
them out one after the other. 

"If you can solve the problem of 
smooth airflow around a plane, you can 
reduce turbulence and also save fuel. A 
car has a hundred problems. An ECG 
(electro cardiogram) shows a normal 
graph even though a person may get à 
heart attack soon after. If the heart con- 
tinuously generates signals, you should 
be able to detect any irregularity years 





before the problem shows up. A mobile — 
phone should block out all surrounding 


noise and voices — then you don't have 
to hold it close to your mouth. This same 
algorithm can be used in an operation 
theatre. A doctor could talk to the dis- 


play and, without using his hands, ask | 
for different images of the patient." He : 


could go on, and on and on. 

Vaidya has had a long career. After 
getting a PhD in engineering, he taught 
at Purdue University and also worked 
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with companies like Boeing and Lock- 
heed. He is now a professor at the NIAS, 
a multi-disciplinary think tank in Ban- 
galore. A few years ago, when he came 
back to India, he started attending 
mathematics classes at the Indian Insti- 
tute of Science and the Tata Institute of 
Fundamental Research. 

His reason: the mathematics that 


engineers use today is often at least one 


hundred years old. Vaidya tells of a 
problem that a person he knew was 


| solving with four values. Using heuristic 


methods (trial-and-error methods, like 
what software programmers use) 
meant trillions of calculations. Five peo- 
ple worked on a neural network-based 
solution, and found they needed to do a 
billion calculations! Using genetic algo- 
rithms, like those found in nature, 
brought it down to a manageable mil- 
lion. But a 100-year-old concept called 
dual space could reduce all the work to 
just one calculation. 

To explain the insufficiencies of 
maths used in engineering, the profes- 
sor goes back in time. He speaks of the 
life ofa mathematician named Rudolph 
Lipschitz in the mid 1800s. He was an 
engineer, but after an accident that left 
him unable to do physical work, he 
turned into a pure mathematician. "He 
was the purest of the pure, and brought 
rigour into maths," Vaidya says. "The 
word rigour is also part of rigor mortis, 
the description used by doctors to de- 
scribe the hardening of a dead body. 
Maths also became very rigid, and hard 
for others like physicists and engineers 
to understand. There were many pure 
mathematicians around that time. They 
have built a language that only they can 
understand," he points out. As a result, 
engineers don't understand modern 
maths, and mathematicians don't apply 
their knowledge to practical problems. 





BEEN TO ums ee eee 
nam 


According to Vaidya, there is much 
room for new ideas in physics, engi- 
neering, biology and economics. If cur- 
rent maths is applied to a lot of today's 
problems, the results could be dramatic. 
An example: he took a three-year-old 
recording of his son's voice and then 
jumbled it up with a lot of noise. Using 
some topology concepts in maths 
that are about 100 years old, he recon- 
structed the voice. This topology is so 
unique that it can even identify his son's 
current voice. Incidentally, Vaidya 
helped build the speaker identification 
algorithm that helped identify the per- 
son involved in the 13 December bomb- 
ing of Parliament in Delhi. 

For about six months now, Vaidya 
has been playing with a 15-minute ECG 
signal. “I'm in love with that signal. It is 
like a woman for me. I have examined it 


from all sides,” he chuckles. 


Ifhe can create a model of the signal, 
he believes that he can put it into a com- 
puter and predict what will happen to 
the heartbeat when a few variables are 
changed. Now doctors ask people to run 
on a treadmill to see what really hap- 
pens when people undertake strenuous 
physical stress, but that is risky and not 
fool-proof. Vaidya promises that in five 
years, there will be systems out there 
that can model what could happen to a 
persons heart in various situations. 

Tim Poston, an Englishman with a 
flowing grey beard, occupies the room 
next to Vaidya's on the second floor of 
the NIAS campus. Poston is a mathe- 
matician with a PhD from Warwick; his 
work on catastrophy theory is a land- 
mark. He is a co-holder of eight patents 
(two more are pending) and has co- 
published papers in a myriad of areas 
and has even published some fiction. 

This morning, he drops in to have a 
conversation with Vaidya. The two are 
alike in many ways — Vaidya can recite 
Sanskrit verses and Poston can sing you 
Irish labourers' songs. Both appreciate 
the beauty that happens when maths 
translates to geometric shapes, and 
even have carved 'sculptures' of such 
shapes in their offices. But most impor- 
tantly, both want to solve real life prob- 
lems using advanced maths. 

Poston came to India because 
Rakesh Mallik, a scientist working at the 
Jack Welch Research Centre in Banga- 
lore, invited him to the city to work with 


— — — — — — — 


the centre's engineers. However, his ca- 
reer has not always been so easy. “Inter- 
disciplinary mathematicians do not 
have respect in their own community,” 
he says, “so funding is not easy.” He 
should know. He has worked in maths 
departments across the world — Rio de 
Janeiro, upstate New York, Singapore 
and many others. 

Poston has been working on prob- 
lems in medicine. He has already pro- 
duced surgical tools that have been 
patented, and is working on more. Ima- 
gine having to get to a tumour under the 
cortex in the brain. You can't cut; you 
must have devices that pierce through a 
single point. One way is to go in with a 
straight needle. Another is an arc, a part 
of a circle. That could reach a 
tumour in the front of a spine 
from behind instead of piercing 
through the abdomen. Poston, 
along with a collaborator, built 
helical devices (shaped roughly 
like a DNA model) that will 
pierce through a point too. Says 
Poston: "You can now navigate 
around parts that you don't 
want to touch. That requires a 
lot of maths. You have to build a 
3D image of the brain and 
model how helices of different 
sizes will move." In just a couple 
of years, the GE research centre 
in Bangalore may actually put 
out a device based on what Pos- 
ton is working on. 

Virtual surgery is another project 
that he is working on. You could do vir- 
tual surgery with the same kind of hand 
movements that you would in an actual 
one. How? Project the medical image 
from a computer screen onto a mirror. 
You would wear a stereovision glass, put 
your hand beneath the mirror, and ma- 
nipulate that holographic image just 
like a real heart. "Playing around with a 
3D image with a mouse, which can only 
move in two directions, is ridiculous," 
he says of current technology. 

Both Vaidya and Poston have been 
playing around with the visual imagery 
that comes from the application of 
maths on a high-end personal com- 
puter. "Just 10 years ago we bought a Sil- 
icon Graphics machine at the university 
in Singapore I was working at for a mil- 
lion dollars. Today, this laptop of mine is 
more powerful," Poston points out. 
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Universal Utility And Indian Sources 
Now there is a critical mass of expert 
scientists in Bangalore who use current 
maths. They, like Vaidya and Poston, 
believe that mathematical algorithms 
will be increasingly used to solve real 
life problems. 

There will be embedded chips (digi- 
tal signal processors) in a variety of de- 
vices, from very cheap toys to very ex- 
pensive equipment, that will run these 
algorithms. And, with all the data being 
continuously collected — be it from fi- 
nancial markets or MRI scans — it is 
time to make sense of the massive 
amounts of data being generated. 

Different areas of maths could be 
applied to different problems. One of 
the biggest commercial examples of a 


A normal, two-dimensional ECG reading. This 
displays a limited amount of information, and 
it is hard to spot irregularities 





complex algorithm today is Google. The 
Google email, Gmail, has changed a 
completely commoditised application 
by using search algorithms. 

The Bangalore group of scientists 
believes that mathematics is a big op- 
portunity for India. ( There is proven re- 
search that Indian and Chinese stu- 
dents have high competency in maths.) 
According to them, using maths will be- 
come as common as software program- 
ming is today. Kids could be building al- 
gorithms to play games. After all, just 20 
years ago, all computer programmers 
had advanced degrees in computer sci- 
ence, but today computer program- 
ming is considered a very basic skill. 

That was how Abstract Algorithms 
came about. The idea of the Abstract 
group is that whatever experts or hu- 
mans do today can be automated. For 
example, a cancer specialist can look at 
an electron microscope scan of cells, 


and point out if there are cancerous 
cells. But each specialist may have a dif- 
ferent opinion. If a computer can detect 
the differences between normal cells 
and cancer cells, it will be accurate and it 
can do many slides at a time. In fact, Ab- 
stract is working on just such a problem 
for the Mumbai-based Tata Memorial 
Cancer Research Hospital. 

Abstract operates out of a poky little 
house in Bangalore's Vinayak Nagar, and 
has already built a few algorithms. Alok 
Bharadwaj, a biomedical engineer who 
is working on the cancer detection algo- 
rithm, can demonstrate all of them. The 
first of Abstract's creations is a speaker 
recognition algorithm being developed 
for a government security application. 
This system can recognise a speaker af- 





| miniature devices are expensive to | 


_.. [5 Transformed ysing algorithms 


Different functions can be applied to 
the same data to further analyse it 
and look for additional irregularities 


ter catching just two seconds of his | 


voice, if it has a sample of 20 seconds of 
speech stored from before. 

They also have a program that can 
take a scanned page and convert it to 
text. This, along with the signature veri- 
fication system that Tom Binford's com- 
pany is developing, could be used to 
convert paper documents into an elec- 
tronic database format, eliminating 
some data entry jobs. “All our algo- 
rithms are among the top five in the 
world in terms of accuracy. We have 
benchmarked them,” states Bharadwaj. 

Abstract’s final agenda is to develop 
low-cost solutions for India. It already 
has a fingerprint recognition system, 
but fingerprint sensors are small and 






‘blip’ is now trans- 
formed into two 
new sorts of graphs 
which display new 
information 
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build. So, it is developing a palm print 
reading algorithm that can build a 
unique identification using a picture of 
a palm taken with even a very ordinary 
digital camera. 


A Networking Model 


Abstract has a unique low-cost model. 
It will hire graduates in many discip- 
lines to build algorithms under the 
guidance of a few scientists. It now has 
an employee strength of seven. “We 
will take students from hinterland 
colleges across the country as long as 
they have mathematical ability... We 
will have high-quality, low-cost algo- 
rithms which will bring down the costs 
of devices," says the CEO. "Today, 
Papnet — a device which can detect 
cancer — costs half a million dollars. 
Even hospitals in the UK cannot afford 
these devices." 

Eventually, Abstract wants to en- 
courage Indian companies to build 
devices using algorithms. Two months 
ago, it finalised an agreement that it had 
talked about nearly two years ago with 
Deepak Mukherjee, the ex-general 
manager (operations) of Lucent Tech- 
nologies in Bangalore, to sell its finger- 
print algorithms for personal locking 
systems and the palm print program for 
security systems. Mukherjee has an 
agreement with Abstract in which he 
pays for the cost of development of the 
algorithms. He has also given the maths 
hotbed a 20 per cent stake in the manu- 
facturing company, AM Datacom Sys- 
tems, that he has started with his wife 
Anu Modi. 

"What Abstract has is mind-blow- 
ing. They remove disturbance from any 
signal, and at an amazing cost. Today, a 
fingerprint-based locking system is 
available only in a high-end Mercedes 
Benz. When we are done, it will be there 
in every Bajaj Scooter system. A finger- 
print locking system will not cost more 
than Rs 500," claims Mukherjee, who 
says he is already talking to auto manu- 
facturers in India. 

Even in a Mercedes, a manual lock 
supersedes the fingerprint system. Yet 
Mukherjee is so confident about the ac- 
curacy that he says he will give 1,000 sys- 
tems to auto manufacturers to play with 
for a while. 

So a fingerprint will be the only key, 
and maths will make it possible. G 





Somak Ghosh 
Country head, Yes Bank 


LAM reading SURVIVING HITLER: 
Corruption And Compromise In The 
Third Reich by Adam Lebor and 
Roger Boyes. The book is about how 
ordinary Germans and, indeed, large 
parts of occupied Europe adapted to 
the Nazi regime. It examines how 
‘moral compromises’ were made by 
normal, decent Germans, which 
allowed the regime to last from 1933 
to 1945. I am fascinated by history, 
and | found this book particularly 
interesting since it combines history 
with my other area of interest: 
human psychology. 

I have also finished HIGH 
CONCEPT: Don Simpson and the 
Hollywood Culture Excess by 
Charles Fleming. Simpson was the 
celebrated producer of movies such 
as Top Gun, Flashdance, Bad Boys, 
etc. The book covers the life and 


times of this Hollywood legend. Wi 


ALERT 
Energy Auditing Made Simple 


P. Balasubramanian 
(Bala Consultancy Services) 





THIS book is not just for 
professional energy au- 
diters, but anyone inter- 
ested in energy conser- 
vation. It has everything 
to help you start: a mo- 
del questionnaire, report 
formats and over a hun- 
dred energy conservation opportu- 
nities for various industries. The 
author tells funny anecdotes about 
the trade and how to keep power 
consumption down in your home. li 





The wilder 


SHISHIR PRASAD 





HAT we cannot speak 
about we must pass over 
in silence. This is not an 
excuse to suspend our 
thinking about the matter | 
in question, but merely an 
admission of our limitations. Unlike the 
philosopher who said that we must not 
try to express the inexpressible, scien- 
tists are a hardier bunch. What has been 
intractable for one generation of scien- 
tists is suddenly turned mundane by 
the succeeding generation. Take, for 
example, the mathematical assertion 
that almost every high school stud- 
ent knows to be true: the shortest dis- 
tance between any two points is a 
straight line. This was once 
considered one of the 10 
most intractable prob- 
lems at the turn of the 
20th century. 

One must then read A. 
K. Dewdney's Beyond Rea- 
son: 8 Great Problems That 
Reveal The Limits of Sci- 
ence with a belief that this 
book is taking stock of the 
work that remains before 











SELECTION 


What creates 
growth? 


T is so easy to forget just how remar- 

kable an era the age of capitalism has 
been. Today, pundits fret about India's 
GDP growth rate falling below 5 to 5.5 
per cent. China routinely grows at rates 
above 7-8 per cent per annum. Yet, as 
William Baumol points out in THE FREE 
MARKET INNOVATION MACHINE, growth 
rates for the 1,500 years before the age 
of capital were, on an average, zero. 

What accounts for such extraordi- 

nary growth? Economists have circled 
around this question since the time of 
Adam Smith, but the profession today — 
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THAT Styga 
Tree TLIRS 
OF Strince 


A. K. DEWONEY 


scientists in this century. It is not an 
epitaph on scientific reason. The book 
rests on the fact that the world, as we 
experience it, is based on a mathemati- 
cal order that is at times beautiful and 
elegant, but on the whole extremely dif- 
ficult to decipher. Dewdney takes the 
mathematical order and splits it into 
two parts. The first part is about mathe- 
matics that applies to large-scale phe- 
nomenon — essentially the mathemat- 
ics that governs your car engine or the 


_ thermal power plant that lights up your 


house. The second part refers to the 
structure of mathematics itself. 
The first part opens, predictably, 


_ with the perpetual machine, which is 


one of oldest quests of mankind: to 
create a machine that once started 
would require no 


BEYOND 
REASON 

8 Great problems 
lhat Reveal The 
Limits Of Science 
By A. K. Dewoney 
John Wiley & Sons 


Wie. j 


though it has become highly technical 
and mathematical — often fails to 
come up with convincing answers. 
Baumol's book itself traces its ancestry 
right back to Joseph Schumpeter, who 
along with Karl Marx before him, 
pointed out that innovation was the key. 
This is not earth-shattering, but 
what Baumol attempts is to come up 
with a theory that uses innovation to ex- 


INNOVATION 
MACHINE 


By William J. 
Baumol 


Oxford University 
Press 


Pages: 318; 
price: Rs 595 
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k orders of science 


further energy to keep running. Dewd- 
ney describes how enthusiasts like 
Robert Fludd tried to design a perpetual 
motion flour mill (it never worked) as 
well as charlatans like Charles Red- 
heffer who claimed that he had de- 
signed a mechanism to keep a wheel 
rotating indefinitely without any ad- 
ditional energy. This claim was false; 
Redheffer's wheel had a concealed 
spring motor. 

Fludd's machine never worked, and 
the reason is simple enough: the perpet- 
ual machine is an attempt to produce 
more energy than it consumes, which is 
zero, really. This is actually a contradic- 
tion of the energy conservation princi- 
ple which says that you can only convert 
energy from one form into another, but 
cannot make material changes in its 
quantity. This is one of the better 
sections in the book, as the author ex- 
plains Newtonian mechanics and the 
thermodynamics underpinnings of 
this problem quite well. However, one 
would have wanted a little bit more on 
Maxwell's Demon, as it is more relevant 
to the information technology era that 
we live in today. 

Dewdney' next problem is one that 
only a small segment of mankind — 


plain the growth rates of the last 200 
years.He believes that what sets capital- 
ism apart from earlier eras in history is 
that in the biggest firms, innovation has 
become a day-to-day affair and not an 
accidental afterthought that companies 
resort to when all else has failed. 

The book has its drawbacks though. 
The government's role in promoting in- 
novation is hardly mentioned. More 
than putting patent laws in place, its the 
government's billions of dollars of inves- 
ment that provides companies with à 
relatively risk-free market. If it hadn't 
been for the military-industrial complex 
in America, it's fair to argue that many 
of the most important innovations of 
the last half century (like the Internet), 
would have, at the very least, taken 
much longer to arrive onthe scene. W 


AVINASH CELESTINE 








A.K. DEWDNEY is author of several 
critically-acclaimed books on math and 
science, including A Mathematical 
Mystery Tour and Yes, We Have No 
Neutrons. He was earlier with the 


computer department of the University 
of Western Ontario and at the 


University of Waterloo. 


sci-fi writers — has overcome. The limi- 
tation is that nothing can travel faster 
than the speed of light. Of course, there 
are people who believe this is a limita- 
tion that has been imposed to justify 
Einstein's theory of relativity. (Anything 
travelling faster than the speed of light 
can make the famous equation E-MC2 
extremely strange and quite beyond 
comprehension). The conspiracy theo- 


rists have found it hard to answer the | 


following flaw with their argument. 
Suppose you could go faster than the 


speed of light: if it happened, you could, | 


after some decent acceleration, catch 


up with all the light rays that had left | 


earth thousands, not millions, of years 
ago. You could go and watch, and per- 
haps assist, Porus in his battle with 
Alexander. That's time travel, and we 
know it isn't happening. 

However, Dewdney does not do jus- 
tice to this section. He spends so much 


J 


Memories ” 
of ‘Big B’ 


Yo should buy this 
book only for two rea- 
sons — the design by 
Sucharita Sengupta and 
the etchings by Mona 
Mathur Ali. AMITABH AND I by Anwar Ali 
(Songkrran Thoughts) is a pocketbook 
of anecdotes about the friendship of 
two men from different backgrounds 
who struggle together for stardom. The 
most interesting is that Ali wanted the 
lead role in Saat Hindustani. However, 
Bachchan, who Ali thought was not hero 
material, bagged it. As it turned out, the 
film's only significance is that it was Ba- 
chchan's and Ali's first. 
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time discussing why the speed of light is 
a mathematical impossibility that the 
reader finds it hard to grasp the physical 
significance. He also fails to provide any 
new insights in the section on quantum 
mechanics. Actually, the indeterminacy, 
or the uncertainty of quanta is far better 
dealt with in popular books like Danc- 
ing Wu Li Masters or In Search of Schro- 
dinger's Cat or The Quantum World. 
Here, too, Dewdney fails to relate the 
limitation back to the physical world. 
He does not mention that the uncer- 
tainty principle leaves the door open for 
a non-deterministic universe. 

The latter section in the book on the 
nature of mathematics itself is much 
better. Dewdney does full justice to 
Godel's incompleteness theorem. His 
explanation of why "squaring the circle" 
is an impossibility is simple and ele- 
gant. The area of any circle involves 
Pi-22/7, which is a number that cannot 
be expressed exactly (irrational num- 
ber) and, therefore, cannot be drawn 
exactly! His treatment of computing 
impossibilities, too, is well done. De- 
wdney is clearly more at home with 
the nature of mathematics itself rather 
than dealing with mathematics of phys- 
ical phenomenon. a 


Despite the initial ri- 
vairy, All and his brother, 
Mehmood, became 
Bachchan's saviours. 
They gave him room and 
board and even pro- 
duced several the films 
he starred in. 

Ali talks in short 
takes. We are told 
briefly about his rela- 


tionship with the superstar's wife, par- 

ents, his accident in 1982, etc. But none 

of this is new, nor does it offer any in- 

sight. The style is bland. For true fans, 
nothing beats the book by Khalid 

Mohamed and Jaya Bachchan, To Be 
or Not To Be. To write about a màn as 
private as Bachchan, it takes a real 


insider: his wife. 
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< JPA brand of divestmer t 


OW to privatise and yet not privatiseisthe | scribed to it 3.11 times and put in Rs 373 crore. The retail 
United Progressive Alliance's dilemma. Af- | segment, too, has been oversubscribed by as much as 3.8 
ter all, the National Common Minimum | times, while qualified institutional bidders have bid 19 
Programme (NCMP) constrains it from | times more. 
privatising profit-making public sector | That there is demand and depth for the right kind of 
units, much less the navaratna PSUs. And thereisalsothe | PSU shares has been proved already — by Maruti, ONGC, 
matter of the Board for Reconstruction of Public Sector | IPCL, IBP and Dredging Corporation. And now comes the 
Enterprises (BRPSE) and the purchase-cum-price prefer- | NTPC public issue. At the determined price of Rs 62 a 
ence. Unrealistically, the finance ministry wants the 10 | share, NTPC mopped up Rs 5,368 crore, and from sale of 
per cent price preference to be slashed to 5 percent, or | just 5 per cent of its equity. Half of this amount will go to 
scrapped along with the purchase preference. the government, which will still retain overwhelming 
Perversely, and perhaps for want of anything betterto | control with 89.5 per cent shareholding. Ergo, the Rs 2,684 
do, the ministry of heavy industries has decided to extend | crore that goes into the government kitty meets 67 per 
the preference to March 2006. With the bulk of sick Cen- | cent of the disinvestment target! 








tral PSUs under his belt, Thus, we have 20 listed and 
Santosh Mohan Deb will no 1 > 15 unlisted PSUs lined up. As 
doubt want to control the The sale of minority shares for the rest, there are 75 chroni- 
BRPSE, which will replace the does not involve loss of cally sick PSUs, 48 of which 
Disinvestment Commission. management control, and have been referred to BIFR. For 
Indeed, the government has so the Left can hardly object these, the BRPSE will be 


assured the Supreme Court in 
the Jessop case that the previ- 
ous government's disinvest- 
ment policy is under review. 
Courtesy the Left, that means 
no handing over management 


figuring out a restructuring 
package that will give them 
both managerial and commer- 
cial autonomy. It is anyone's 
guess how autonomy can be 
granted as long as the govern- 


to the private sector. ment retains 51 per cent 
However, finance minister control. Besides, this is a path 
P. Chidambaram has a Budget that has been trodden several 


times since the late 1980s. But 
the beauty of setting up the 
vestments. Rarely have actual BRPSE is that it buys more 
disinvestments exceeded Bud- time. Even if minority sales 
get estimates, but they did last fetch lower values in the aggre- 
year when proceeds from disinvestments totalled | gate than majority sales, the political economy of resist- 
Rs 14,500 crore against the target — and a fairly ambitious | ance justifies such a trade-off. 


receipts estimate of Rs 4,000 
crore to be met through disin- 





ANTHONY LAWRENCE 


one — of Rs 13,200 crore. Naturally, Chidambaram would However, before the government begins to pat itself 
like to reach his vastly reduced target, if for no otherrea- | on the back, some caveats are in order. First, this isn't 
son than to convince the world that reforms are still on. proper privatisation. Second, imagine what the response 


What can the finance minister do in the circum- | wouldhavebeen had there been genuine power sector re- 
stances? The answer is easy. Draw a semantic distinction | forms. Third, several people will make a tidy bit of money 
between privatisation and disinvestment and go backto | once NTPC gets listed on 5 November. SBI, LIC, UTI, 
the creeping disinvestments of the early 1990s, that is, the | HSBC, GMO, Pictet, Capital International and Merrill 
route used for Container Corporation and Indian Oil Cor- | Lynch are among major institutional allottees. 
poration before the National Democratic Alliance'sstrate- | There is already a grey market for National Thermal 
gic sales option messed up life. Since these are sales of mi- | Power Corporation stock and post-listing premiums are 
nority shares (domestic plus overseas) and does not | expected to be between 15 and 20 percent. Certainly, part 
involve loss of management control, the Left can hardly | ofthe retail segment will also sell on listing. There are also 
object. To make the IPOs more palatable, additional baitis | short-sellers who have oversubscribed to cover their posi- 
thrown in: offer shares to employees. | tions and these have begun to sell even before listing. 

For a vindication of this strategy, the government will | While people making money on the capital market is fine, 
draw ammunition from the success of the National Ther- | there are question marks about the funding channel used 
mal Power Corporations IPO. Even employees have sub- | to finance the purchase of NTPC stock. p 
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Wake up in luxury and wander out to your own 
private deck. Where your expectations of what 

the day could hold will stretch as far as the horizon. 
‘A room with a view' doesn't even begin to describe it. 
It's just one of the promises we make of all our hotels. 
We know because we've hand-picked every one. 


Life's a journey of self-discovery. 
Let Emirates Holidays be your quide. 
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For more information contact your travel agent or call Emirates Holidays in Mumbai on 5655 0707 and in Delhi o! 
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Greet each new day with th 


of freedom. Knowing that yi 


going to be supremely comfort 


every situation. 
9 Classic Polo T-Shirts, Shirt 
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Kodak Easyshare 


system 


The easiest way to go from 
picture to print. 


[1| Take a picture 
[2] Place the camera on the EasyShare printer dock 
(3. Press print and make great Kodak quality prints 














— KodakEasyShare « 3X optical zoom, 
wy a 4273303 0  3.3x advanced digital zoom 
. zoom digital camera * Kodak Retinar Aspheric all-glass lens 
à * Continuous digital video with audio 


GREAT 
OFFER! 


The Kodak EasyShare CX7330 zoom 
digital camera and printer dock now 
available together at a fantastic 

low price! 


KodakEasyShare , 
printer dock 


* Print directly from the PictBridge-enabled 
digital camera without a computer 

* Transfer images and recharge camera batteries 

* Get prints with vivid color and stunning details — 
Kodak Color Science inside 

* 4 selectable photo sizes — 
1-up full-size 4" x 6" (10 x 16 cms), 2-up credit card 
size with borders, 4-up wallet size, 9-up mini photos 


A -— 
SCIENCE PictBridge 


For more information, please contact 


t Kodak India Limited on e-mail: 958402N@knotes.kodak.com, or call Mumbai: 022-56416300; Chennai: 044- 
23621490/23621838/23622271; Kolkata: 033-22172324; New Delhi: 011-23387215/23073068/23387216/23382770 or log on to www.kodakindia.com; for sales and 
demo call: 011-23315300/23318500. Distributor: Neoteric Infomatique Pvt. Ltd., Ahmedabad: 079-6754523/6754524; Bhubaneswar: 0674-2508103/2545160; 
Chandigarh: 0172-5087467/69/2728105; Cochin: 0484-2319530/2324310; Coimbatore: 0422-2482259/2490085; Dehradun: 0135-2750756; Guwahati: 0361-2606152/58; 
Indore: 0731-5026619/20; Jaipur: 0141-2360978; Kolkata: 033-22346347/86/87; Lucknow: 0522-2201154/2201325; Mumbai: 022-23812874; Nagpur: 0712- 
3099498/2525243; New Delhi: 011-26433549/50/51; Pune: 020-25450118; Raipur: 0771-3090878; Ranchi: 0651-2331376; Surat: 0261-3099753/3113671; Trivandrum: 
0471-3102327. Distributor: MCC, Bangalore: 9886563514; Chennai: 9840025684; Hyderabad: 9849624888. 
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The new Indigo Marina. A car that combines the luxury of a sedan, and the convenience of a multi-purpose vehicle. Add to this, great looks Ir) ry] O " 
unique street presence, comfortable interiors and a large trunk space of 670 litres that increases to 1370 litres when the rear seats are flipped "M g k 
forward. Allowing you to carry all your household shopping and any oversized piece of luggage without a hitch. All accessible from within the j — y 
car. A roof mounted storage and convenient utility pockets are ideal for small store-aways. If you're driving with your loved ones, they caf f | f ] 
travel with all the things they love. If you're by yourself, you can carry everything that you need. The Indigo Marina. You'll never drive alone | - | | 
1370 LITRES OF STORAGE SPACE * INDEPENDENT 3-LINK REAR SUSPENSION « GAS SHOCK ABSORBERS · 85 PS MPFI PETROL & 62 PS TURBO CHARGED DIESEL ENGINE + RETRACTABLE AND-RPANOVABLE PARCEL SHELF 
Visit us at www.tatamotors.com For assistance or queries on our passenger car range, call our toll-free number: 1600-225552. Accessories shoWo ate not part of standard equipmgm 


FATA MOTORS To locate dealers and service centres, sms ‘helpline’ to 8243. Service available omsett networks. 
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Q I do not think your consumer 
durables survey took into account 
the following variables. The 
customer may have bought the 
appliance without cost or 
quality in mind. Was it out of 
basic need, or envy? Was it a gift? Was he 
enticed by advertisements? Was the buyer and the actual user 
the same person? Did the customer read the instructions? And lastly, 
did the customer install the product properly, and did he take care of it? 
Without knowing these important variables from the consumer's 
end, your numbers don't accurately represent the performance of the 
brands. Also, conditions and service quality vary between regions. 
Therefore, the survey should have been divided by regions too. 


Suhit Anantula, posted on BW website 


TALENT BEYOND THE DEGREE get better quality, and we will have two 


My belief is that most of us are good at | people to bill. 

only one or two things. As for the rest, Ketan Patwardhan, via email 

we peform average or below ('Manag- 

ing Talent Differently, BW, 25 October). | Bl I agree there is definitely a huge 


L agree that IT companies should stop 
focusing on just hiring engineers and 
expand to other fields, but I want to 
add a point. A client of mine, three 
years back, expected separate tech and 
domain experts (and often there were 
no domain experts to be found in 
India). Now, they want an all-in-one. 
Can a true techie really be a good 
domain expert, and vice versa ? I think 
only a few such people exist. 

So why are we (Indian IT firms) 
shooting our own foot and offering cli- 
ents all-in-one services? The compet- 


non-engineer, yet very employable, 
talent pool available. If ITcompanies 
start looking for learnability, 
commitment and determination 
instead of four letter degrees, they may 
even end up solving their problems of 
| high attrition, rising wage bills, etc. 
| Most of what engineers learn in their 
| academic years is never utilised in their 
jobs with an IT company. What counts 
| is what they learn during their initial 
training and subsequent expe-rience. 
Non-engineer graduates, who have an 
| aptitude for learning, will be willing to 
ition — which we are trying to take lower their monetary expectations in 
business from by forever expanding return for a more fulfilling career. 
our ‘expertise’ — is usually another | Pramesh Agarwal, via email 
Indian IT firm. Can we not, in a 
centralised manner, convince clients | PITY THE RODENTS 
that they need two separate experts for | Having graduated from a top B-school, 
long-term impact? They will I delibrately refrained from the 
placement process ('Be Peer- 
Pressured Or...; BW, 25 October). 
This made me realise how much 
peer pressure really exists. After all: 
"Even if you win the rat race, it still 
means that you are a rat." 
Shruti, posted on BW website 


Write in at 
editor(bworldmail.com 











— 4 — 
2 | 
: | 
— 
—: 
* 
— 
— — 


BUSINESSWORLD 4 8 NOVEMBER 2004 






Many Tasks. 


One Machine. 


PRINTER 






Samsung Multi Function Laser Printers not 


Cheil 0096 


only print but scan, copy and fax as well. Get 
one and see how well it fits into your life 





COPIER 


P 1 
| 


OGUEI >) hl || 


GETA SAMSUNG Laser 


S 


E 






The 


Moat! Company, Award 
BOO 
a? 
We give respect where its due 


No. 1 Infosys Technologies, Nandan Nilekani, 
CEO. 


No. 3 Wipro, Azim Premji, Chairman 
Photographed by Namas Bhojani 
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BW case study and Mahesh Murthy’s 
column will appear next issue 
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INFORMATION TECHNOLOGY RETAIL 


INFRASTRUCTURE TELECOM MUNICATIONS 


INSURANCE TRAVEL 





Cartoon Networks patented kids’ lifestyle survey — New 
Generations 2004. 


A An interview with Uday Saxena, CSO, Dr. Reddy's Labs 
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FOREWORD 


— The price of respect 


ERE was a time when power and riches 
brought you respect automatically. No longer. 
You could be the most powerful man on earth, 
but still feel shortchanged on respect — remember 
George Bush's ‘shock and awe’ tactics in Baghdad? 
You could have more money than you know what to 
do with and still be desperate for that elusive acco- 
lade — look at the Page 3 madness! In the era of mate- 
rial plenty, there just doesn't seem to be enough 
respect to satisfy everyone's want. 

So what does it take to earn respect? True respect 
is earned by the willingness to take on extraordinary 
tasks at great cost to oneself and the ability and skill to 
accomplish them well. It needs courage (willingness 
to take on extra large tasks), sacrifice (readiness to 
pay a big personal price) and skill (the ability to com- 
plete the task). It is assumed, of course, that the task is 
worthwhile and the means, ethical. 

Without taking great risks, you don't get great re- 
spect. Which is why we still respect M.K. Gandhi and 
the men who won us freedom, but not the medley of 
ordinary politicians who ruled over us later. Or why 
we still hold a Jamsetji Tata in great esteem, but not 
many of the men who led the Top 20 charts of Indian 
business in the licence and control raj. Everyone 
wants respect, but not everyone has got what it takes. 

What stands for individuals stands for companies 
as well. In the 21-year history of Businessworld’s Most 
Respected Companies Surveys, the companies that 
came out on top have almost always been those that 
have set new standards for others to follow in critical 
but difficult areas. During the licence raj, when most 
businesses got rich by cosying up to politicians and 
were run like family estates, companies like Tisco, 








Telco and HLL dominated the charts because they 
were seen to be setting the benchmarks in profes- 
sionalism and performance, without compromising 
too much on integrity. In the eighties, then, a good- 
sized task for a businessman to take up was to show 
that itis possible to run a successful business in a pro- 
fessional manner in a highly restrictive environment. 

Since the early nineties, when the shackles on 
business were lifted, companies that have come out 
on top have increasingly been those that have set 
new benchmarks on global competitiveness and ag- 
gressive growth — companies like Infosys, Reliance 
and Wipro. A good-sized task for a businessman to 
take up today is to show the world that Indian com- 
panies can compete as well as the best anywhere, on 
home ground or on foreign ground. In a sense, re- 
spect today belongs to those who, in turn, are able to 
bring respect to their country. At no time in recent 
history has there been such a strong desire on the 
part of Indians to claim their seat on the world stage 
and such a high level of confidence that greatness is 
within reach, if only we would strive harder. 

Theidea that the struggle for respect and recogni- 
tion is the driving force behind human history is not 
new. From Hegel to Fukuyama, many philosophers 
have expanded on that theme. To a large extent, the 
economic resurgence of China and India are also ac- 
companied by a rising sense of national self-asser- 
tion — or to use the vocabulary of V.S. Naipaul, a 
mutinous desire to change the status quo. It is no 
wonder then that many of the Indian business lead- 
ers who have taken their companies to the top of our 
list admit that they have been driven by a desire to see 
India win. The Tatas — three of whose companies fig- 
ure in the list of top 25 — are on a mission to put their 
stamp on countries around the world. Mukesh Am- 
bani talks about the future of India with as much pas- 
sion as he talks about the future of Reliance. 
Narayana Murthy revels in his role as the face of a 
technologically resurgent India, and Azim Premji is 
fired by the desire to see the next generation of Indi- 
ans being educated well enough to be a force to 
reckon with. 

This is why the Businessworld Most Respected 
Companies Awards are not merely a pat on the back of 
companies who have done well financially. They are 
an effort to raise the scope of our dreams and the level 
of our determination. The Most Respected Compa- 
nies Awards are not just about a few companies and 
their future. They are about India and our future. M 
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SBI MUTUAL FUNI 


A partner for life 





Vinal 
stant 
: today : 


for SBI Mutual Fund investors. ; 


SBIMF announces attractive dividends in the following Schemes: Fee! Light. Chaho Toh, 


Dividend (%age) per unit Dividend (Rs) per unit 
on face value of Rs. 10/- | on face value of Rs. 10/- "onto Por 


Magnum TaxGain Scheme 2.70 29th October, 2004 

Magnum Sector Funds Umbrella- 

Contra Fund 2.10 9th November, 2004 
f: 2,40 19th November, 2004 


After payment of Dividend, the NAV will fall to the extent of payout, The NAV of the schemes may go up or down depending upon the f 2t rs 
and forces affecting the securities market. pe 





















i.d 
+ 


Asset Management Company: SBI FUNDS MANAGEMENT (PVT) LTD, 191, Maker Tower E, Cuffe Parade, Mumbai -400 005. Tel.: 91-022-2218022127, 
Fax: 91-022-22189663. Website:www.sbimf.com.E-mail: partnerforlife@sbimf.com 43 


SBIMF Investor Service Center: Ahmedabad - Ph: (079) 550 7442. Bhopal - Ph: (0755) 255 7341, 527 3983, 528 8277(D). Bhilai-Ph: (0788) 501 0955, 227 3261. Bhubaneshwar - 
Ph: (0674) 240 2401. Bangalore - Ph: (080) 2227 2284, 2212 2507, 2212 3784(D). Chandigarh - Ph: (0172) 2709 728, 271 1869. Chennai - Ph: (044) 2829 3384, 2829 3385. Coimbatore 
Ph: (0422) 2303 863. Cochin - ph: (0484) 2318886, 2320107. Goa - Ph: (0832) 5642475. Guwahati - (0361) 252 1993. Hyderabad - Ph: (040) 2475 6241, 2475 6066. Indore- 
Ph: (0731) 2541141, 5045944. Jaipur - Ph: (0141) 2256 7354, 2257 4134. Kolkata - Ph: (033) 2282 1471, 2282 2816, 2282 6999. Ludhiana - Ph: (0161) 2449 849. Lucknow = 
?h: (0522) 2234042, 2234060. Mangalore - Ph:(0824) 244 5892. Mumbai - Ph: (022) 2265 8302, 2265 8303. New Delhi - Ph: (011) 331 5058, 3317 7262. Pune -Ph: (9520) 567 0961, - 
367 1524. Patna - (0612) 222 0232, 222 0235. Ranchi - Ph: (0651) 231 5212. Siliguri - Ph: (0353) 253 7065, 253 4206. Vijayawada - Ph: (0866) 257 8215, 257 4113. Vadodara - 
>h: (0824) 2225628, 2225629. SBIMF Investor Service Desks: Ajmer: 09829067357. Hubli: (0836) 2368477. Gurgaon- Ph: (0) 9810064560. Jamshedpur: 09835367720. Kanpur: (0512): 

2331631. Kota: 9829067358. Moradabad: (0591) 2411411. Madurai: 9843266670. Nagpur: (0712) 2543123. Nasik: 09823246886. Rajkot: 09825504876. Raipur: 9826633577. Surat - 

Ph: 09879114453. Thiruvananthapuram: (0471) 2724790, (0484) 3339225. Vishakapatnam: (0891) 3093018. | i 


Principal Trustee: Statutory Details: SB! Mutual Fund has been set up as a trust sponsored by State Bank of India under Indian Trusts - 
Act, 1882. Investment Objective: Magnum Global Fund ( a diversified Equity Fund) - To provide investors maximum growth opportunity 
ocn well researched investments in Indian equities, PCDs and FCDs from select industries with high growth potential and in Bonds. 
MSFU - Contra Fund (a Diversified Equity Fund) - To invest in undervalued scrips, which miy be currently out of favour but are likely to show 
attractive growth in the long term. Magnum TaxGain Scheme (An Equity Linked Savings cheme)- To deliver the benefit of investment in 
a portfolio of equity shares, while offering tax rebate on such investments made in the scheme under section 88 of the Income-tax Act, 1961. 
Risk Factors: Mutual Funds and Securities Investments are subject to market risks and there is no assurance or guarantee that — 
the fund's objectives will be achieved. Past performance of the sponsor/AMC / Mutual Fund does not quantae the future performance of 
the schemes of the Mutual Fund. Magnum Sector Funds Umbrella - Contra Fund, Magnum Global Fund and Magnum TaxGain - 
Scheme are only the name of the schemes and do not in any manner indicate either the quality of the schemes, its future prospects 
or returns. Past performance may or may not be sustained in the future. Please read the offer document of the schemes before i 7 
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»by niranjan rajadhyaksha | | 


Can Arabia be the 
Next Frontier? 


economics 2 





You can email the author at 
niranjan_r@hotmail.com. 


Thanks to 
the rise in 
oil price, 
the Arabs 
have 
billions of 
dollars to 
spend. 
India Inc. 
could 
soon be 
coveting 
oppor- 
tunities in 
West Asia 








OMETIMES, threats magically dis- 
solve to become opportunities. In- 
dian industry was worried silly about 





cheap Chinese imports, some five | 
years ago. Today, there is hardly a | 


large company in India that does not have à 
plan to get a piece ofthe Chinese pie — through 
exports, direct investment or sourcing deals. A 
friend of mine sardonically says that if Stanley 


Kubrick were still around to film the transfor- 
mation, he would call it How I Learned To Stop | 


Worrying And Love The Chinese. 


| suspect we will see a similar change in our | 


view of the Arabs very soon. Currently, every- 


one is spooked by the high price of oil. The | 
headlines constantly remind us that crude oil is | 


now selling in excess of $55 a barrel. This has 


| stoked fears of higher inflation and lower 
growth. But is there an opportunity hidden | 


here as well, behind the dark clouds of doubt? 
The oil exporting countries will soon be sit- 
ting on a mountain of cash. The US Energy In- 
formation Administration has recently come 
up with some estimates. It says that the net oil 
exports by the Organisation of Petroleum 
Exporting Countries (Opec) have climbed 
steeply, from $195 billion in 2002 to $240 billion 


in 2003, to an estimated $286 billion in 2004. | 


That's an extra $136 billion of revenues in two 


. years. If oil prices continue to march north, the | 
booty will grow bigger. Some say that extra | 


revenues will eventually top $500 billion by the 


| endof2005. 


| 


What will the Arabs do with this money? 
Spend it, in all probability. (What else do gov- 
ernments do when they get windfalls?) Most 
countries in West Asia have had huge budget 


deficits in recent years, as the price of oil fell | 


after the first Gulf War. Now, they are likely to 


report fiscal surpluses. Saudi Arabia, for in- 


stance, is expected to end this year with a sur- 
plus of $15 billion. 
The International Institute of Finance (IIF) 


has said, in a recent report, that West Asia will | 
spend an extra $200 billion on physical infra- 


structure over the next three years. This still 
pales in comparison with what China is cur- 
rently spending on stuff like roads and new 
cities, but its economy is slowing down. West 
Asia could pick up some of the slack. Remem- 
ber, it was the construction boom in the Gulf 
during the 1970s which helped the Indian 
economy recover from recession. And, the 
money wired home by expatriate workers there 
helped give us our first current account surplus 
after Independence. 

An equity strategist tells me that some com- 
panies are already eyeing the Arab opportunity. 
Hesays a bagof cement costs Rs 150in Mumbai 
and Rs 250 in Dubai, an indication that build- 
ing activity is picking up. Many turnkey project 
companies, too, are looking across the Arabian 
Sea. And far more companies may be able to 
join the party this time, since the Opec coun- 
tries are also thinking about using their recent 
windfall to invest in building a post-oil econ- 
omy. That may mean investments in areas like 
education, telecom and finance. 

Meanwhile, another question: what will 
happen to the money that is not spent? In the 
1970s, the Arabs parked their surplus funds 
with US banks, who blew it up by giving loans 
for crazy projects in Latin America. The banks 
were bailed out, while the Latin American 
countries had to suffer years of stagnation. 
Now, thanks to the war on terror, it is said that 
the Arabs are wary about pumping their bil- 
lions into the American financial system. Euro- 
pe is one alternative. And, perhaps, Asia as well. 

India may have a chance here. Its economy 
has traditionally received very little of the 
money that the Arabs have invested abroad. 
This may perhaps change. It did with Singa- 
pore, which traditionally poured its billions 
into China but is now looking at India as well. 
Similarly, the new boom in West Asia could 
mean à few billions flowing into the Indian 
economy — either as direct investments or into 
the stockmarket. Let's see where the petrodol- 
lars go in the coming months. m- 
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CREDIT POLICY: MID-TERM REVIEW 


Caution the keyword 


HE strong message that 
comes through from 
Y.V. Reddy's second 
credit policy statement 
as RBI governor is one of caution. 
This is a ‘on-the-one-hand-on- 
the-other-hand' statement of pol- 
icy for which central banks are 
justly famous. The RBI's estimate 
of GDP growth for the year, which 
it had to revise down to 6-6.5 per 
cent following the bad monsoon, 
was tentative to say the least. And 
even its move to raise the repo 
rate (the interest rate at which it 
sucks out money from the bank- 
ing system) by 25 basis points 
upwards, was, say analysts, more 
of a signalling step than one of any 
major consequence as far as the money 
market is concerned. 
"The call money rate was already on 


the way up and had risen by around 50 | 


basis points in the last 3-4 months," 
points out Saumitra Chaudhary, chief 
economist at ICRA. "So liquidity was al- 


ready tightening. I wasn't expecting the | 


central bank to raise the rate." The mar- 


POLITICS 


Securing the 
eastern border _ 


M 


ORE than any other bilateral 
relationship, India's growing 
ties with neighbouring Myan- 
mar reflect the element of realpolitik 





that has entered our foreign policy cal- 


culations. After cold-shouldering the 
ruling military junta in Yangon to es- 


pouse the cause of the pro-democracy 
movement led by Aung San Suu Kyi, In- 


dia is today doing business with the 
generals. This week's visit by Myan- 


M Number of new committees/working groups set up: S X 






In a NUTSHELL 





GDP growth estimate for FY2005 revised down to 
6-6.5% from 6.5-7.0% 


Inflation estimate for FY2005 up to 6.596 from 5% | | 
Repo rate raised by 25 basis points to 4.7596 | 
Housing loans can be considered priority sector lending f 
Risk weight on housing loans raised by 25 basis points 
Interest rate cap on NRE deposits raised 50 basis point 


Number of times the central bank said it will wait for 
committee/working group/task force reports before - 
taking a decision: NINE 











E. 


"T: 


Graphic: NEERAJ TIWARI & Photograph: SANJIT KUNDU 


mar's head of state General Than Shwe 
(R) to New Delhi, the first in 24 years, is 
the culmination of nearly a decade of 
painstaking efforts to normalise ties 


ket too wasn't expecting a rate cut — a 
poll by Reuters of economists showed 
that a majority of them expected rates to 
stay where they were. "I think this mea- 
sure is more to signal to the market that 
the central bank was serious about 
fighting inflation," says Chaudhary. 

The main reason why the RBI is so 


cautious is global oil prices. In internal | 


estimates, the RBI has found that if the 


with the military government. 
Myanmar's importance to India is 


_ two-fold. One, the jungles along its 


1,670-km border with five north-east- 
ern states have become a safe haven 


. for insurgent groups operating in As- 
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entire increase in international oil 
prices since January (by around 66 per 
cent) were to be passed on to domestic 
customers, the current inflation rate, 
which is around 7.1 per cent, would 
have been higher by around 2.2 per- 
centage points. That's uncomfortably 
close to double digit inflation, some- 
thing that India has not seen since 1994- 
95 (in terms of the annual average infla- 


. sam, Manipur and Nagaland. Myanmar 
, has conducted two operations so far to 
flush out insurgent camps on its terri- 


tory. The MoU on non-traditional secu- 
rity issues signed with Than and his as- 
surance to Indian prime minister 
Manmohan Singh (L) to quash anti-In- 
dia activists operating from Myanmar 
underline the enhanced security coop- 
eration between the two neighbours. 
Equally important is Myanmar's 
strategic value to India. It is the gate- 
way to Asean (Association of South- 
east Asian Nations) and a key element 
in building India's profile as a regional 
power. Systematic efforts since the 
mid-nineties to prise Myanmar away 


from China's influence have paid divi- 

dends. Today, India is the only country, 

apart from China, to have a consulate 
È in strategically located Mandalay. 


tion rate). The RBI, in its earlier policy 


statement in May, had estimated the OUR years af- ITC E-CHOUPALS what ITC was ready 
year to end with an inflation rate of E ter it was kick- " to pay at its local 
around 5 per cent. It has revised that es- ed off, ITC's It S fa rmers buying centres. So 
timate up to 6.5 percent. Worse, it points e-choupal model, the farmer did not 
out that though the domestic impact of which raised visions  VOl'SUS traders have to travel to the 
higher international oil prices has been of transforming In- mandi to find the 


moderate so far, this situation might not 
continue given that "...| The] headroom 
available for absorbing the burden both 
by the fisc and oil companies gets pro- 
gressively reduced". And if the RBI, in 
anticipation that the inflation rate could 
head higher in the future, did go ahead 


dian agriculture, has run into strong | price. He also had options: sell to ITC 
opposition. Last week, traders in 220 or atthe mandi, or defer the sale. 
galla mandis (grain auction centres) Word got around that ITC's prices 
in Madhya Pradesh downed their . tended to be above mandi prices. "If 
shutters for a day to protest against | mandi prices dropped, we realised 
the "unjust choupal system", which | the ITC prices did not drop as fast,” 
allowed large companies like ITC to | says Arun Nahar, a lead farmer in Pi- 


and raise the bank rate or the cash re- bypass mandis and buy from farmers. | palrawa. For traders, the transparen- 
serve ratio, it risked nipping a nascent But a group of soya farmers inthe | cy made speculation difficult. Also, 
recovery in industrial credit in the bud. state who are part of the 

The RBI has also cracked down on choupal system have 


housing loans. In the policy, the central taken up cudgels on be- 
raised the risk weight on housing loans half of ITC and threatened 
from 50 per cent to 75 per cent, which to reveal the "real truth" 
means that banks have to set aside more to the chief minister and 
capital than before for each housing mandi commissioner, and 
loan they make. This, it says, is intended at a press conference this 
as a ‘temporary counter cyclical mea- week. Says Durga Prasad 


sure’ because of the strong growth in 
home loans. 
At the same time though, the central 


Patidar, a sanchalak (lead 
farmer) in the ITC choupal 
system in Misrod: “Obvi- 








bank has provided additional housing ously the traders will 
loan sops to banks by allowing them to protest, They cannot 
classify all their housing loans as priority make the same kind of 
sector lending to “improve the flow of money now... [But] we arehappyto | unlike at mandis, at the ITC buying 
credit to the sector”. * see an end of an unjust mandi sys- ^ centres the weights were right, the 
AVINASH CELESTINE tem that exploited farmers." sale quick and the payment in cash. 
aM oo Sources say the battle had been From the outset ITC had taken 
brewing since the e-choupals began | care to co-opt traders and give them 
proliferating rapidly across MP. Today, | new roles. They were paid a commis- 
India's strategy has been to inject in some mandis, a quarter of soya _ sion for arranging volumes and offer- 
economic stakes into the ties via now goes through e-choupals, of ing storage and logistics support. 
high-value projects. One is a 1000- which there are 1,750 in 9,000 vil- Their help was sought in appointing 
MW hydro-electric power project on lages reaching 1.5 million farmers. sanchalaks. Though 85 traders be- 
the Tamanthi River, for which a pact ITC had placed Net-enabled PCs in , came samyojaks in MP, some of the 
was signed during Than's visit. Once homes of farmers in the rural hinter- big ones didn't. Now, four years later, 
commissioned, it will provide power land. This allowed them to find prices — they are realising the power of trans- 
to Myanmar's underdeveloped west- of soya prevailing at local mandis and ^ parency and choice, the hard way. IN 
em region bordering India. India has in international markets, as well as INDRAJIT GUPTA 
also invested heavily in a trilateral 
highway that will connect the North- =a MGE 
east, Myanmar and Thailand and help TRANSFER PRICING 
Yangon to upgrade its ports. The pro- ` 
ject is expected to uplift the economy No threat to tax holidays 
of the region and help India tackle in- 
surgency problems in the North-east. NFOTECH companies need not lose sleep over tax holidays under Section 10A 
The roads will also boost India’s ties of the Income-tax Act even if they do a major part of their onsite work abroad. 
with the other Asean members, a big Says B.M. Singh, DGIT (international taxation): “We are only trying to see whether 
step to balance out China's influence employees sent abroad by undertakings in India on work are charged to their for- 
in our eastem neighbourhood. "v eign parent or subsidiary at arm's length price (price between unrelated parties); 
ARATI R. JERATH not whether such undertakings are eligible for 10A exemption or not." LJ 
ASHISH AGGARWAL 
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NDIA is not the only economy in 

the world that is threatened by 
high inflation. Prices have risen 
across the globe. Consumer price 
inflation in emerging Asia has 
increased by 1.75 per cent since 
the end of 2003, according to 
David Burton, director of the Asia 
and Pacific department of the 
International Monetary Fund (IMF). 

The average headline inflation 
rate in the region is now 4.5 per 
cent. Yet, there is a difference 
between inflation in India and 
elsewhere in Asia. The rise in the 
consumer price level in the rest of 
Asia is largely because of food 
prices. Shortages in China and 
erratic weather in many food- 
exporting countries have pushed up 
global food prices, says Burton. This 
has added 1 per cent to the 
average consumer price inflation in 
emerging Asia (including India). 

Higher prices of oil, on the other 
hand, have pushed up consumer 
prices by a mere 0.5 per cent. This 
is because food still accounts for a 
larger share of consumer spending 
in Asia than energy does. In India, 
consumer inflation has been 
pushed up by the strong prices in 
various industrial commodities. 
Food prices have been under 
control because of last year’s 
exemplary monsoon. And high oil 
prices have not hurt consumers 
because of price controls, tax cuts 
and subsidies. 

The question is how long the 
government can use such methods 
to protect household budgets. The 
more interesting issue is food 
prices. That global prices are 
climbing does not seem to concem 
too many people in India. Perhaps 
we are living in a fool's paradise. It 
is very unlikely that India can be an 
exception to the global rule. And 
remember: high food prices are 
inevitably a source of social unrest 
and political trouble. Governments 
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by Niranjan Rajadhyaksha 


| have been hammered because of 
high onion prices. One wonders 
what could happen if prices of all 
types of food started climbing. 


BS 


SANJIT KUNDU 


AN you guess which country 

will grow the fastest in 2004? 
It could be Iraq. Nominal GDP fell 
by 35 per cent in 2003. The new 


government expects growth in 


| 2004 to touch 52 per cent (from 


the low 2003 base) and then a 
further 17 per cent in 2005. 
Between 1983 and 2004, says 


| the IMF in a new country report, 


Iraq suffered because of both 
economic mismanagement as well 
as intemational sanctions. GDP per 
capita dropped from over $3,000 in 
the early 1980s to as low as $200 
in the early 1990s. It recovered 
after that, and reached $800 by 
2001. The conflict in Iraq has once 
again pulled it down to $500. 

Iraq scores poorly on human 


| development indicators as well. 


Unemployment is close to 30 per 
cent. There is rampant 
underemployment. Around 60 per 


| cent of Iraqis are dependent on the 
| government food distribution 

| system for subsistence. And all this 
| in a country that has between 100 

| billion and 130 billion barrels of oil 

, under its land and accounts for 11 


per cent of the world's proven 


| petroleum reserves. 


es 


EGENDARY investor Marc Faber 

has struck a note of waming in 
a recent piece on asset bubbles. 
"Sure there will be a time when, as 
was the case at the time of the 
Mississippi Scheme and the South 
Sea Bubble, the present 'chain 
letter' type of fiat money operation 
practiced by the US Federal 
Reserve Board will no longer work 
and lead to a sharp depreciation of 
the US dollar..." 
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IDB/UTI 


The 
legal 
googly 


$ 
L] 
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INDUSTRIAL Development Bank 
i of India (IDBI) and Unit Trust of In- 

dia (UTD, set up in 1964 under spe- 
cial Acts of Parliament, were brought to 
their knees in the nineties by bad man- 
agement. So, in 2001, the government 
brought in M. Damodaran as UTI chair- 
man to do the troubleshooting there. 
Following his success at UTI, in Septem- 
ber 2003, he was made chairman of 
IDBI to get it out ofthe woods. 

Soon afterwards, Parliament re- 
pealed the IDBI Act and converted the 
development financial institution (DFI) 
into a bank. Nowadays, Damodaran di- 
vides his time between the UTI head of- 
fice in Mumbai's Bandra-Kurla Com- 
plex and the IDBI office in Cuffe Parade. 
UTI is now more or less in order, but alot 
remains to be done to nurse IDBI back 
to health. The grapevine has it that the 
finance ministry wants Damodaran to 
focus only on IDBI and would not ex- 
tend his term at UTI when it ends in Jan- 
uary 2005. His term at IDBI is till 2007. 

But there is a more compelling rea- 
son to keep Damodaran in charge of 
IDBI alone — Banking Regulation Act, 
1949. Following the repeal of the IDBI 
Act, the erstwhile DFI is now a company 
within the meaning of the Companies 
Act, 1956. It is also a banking company 
under the Banking Regulation Act, 1949. 
Now, according to Section 10-B (4) ofthe 
banking act, a full-time chairman of a 
bank cannot be a director of any other 
company. A legal expert points out: "As 
an existing chairman of a bank cannot 
be a director of any other company [ex- 
cept subsidiaries], it follows that he can- 
not be the chairman either." 

As UTI is not a subsidiary of IDBI, 
come January it will most likely need a 
new head. Any takers? = 

VIKAS DHOOT 
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Airtel presents BlackBerry. 
The world's most powerful instant email mobile. 


Walk through life unhindered and with complete control. We invite you to get a BlackBerry, an instant email mobile phone 
that is being used by the world's leading personalities to empower their businesses and lives. This revolutionary solution 
with the patented "always on - always connected" technology, now comes to India to give you total control. Call for one today! 


* Synchronised instant email * 10 email accounts * Attachment viewing * Advanced security* Integrated phone & web browser * Synchronised desktop calendar 


BlackBerry. Now in India. Only on Airtel. 


Mobile Services i Al r tel 


Express Yourself 


“Conditions Apply. Service available in select cities 
All features may not be available in all products. The RIM and BlackBerry families of related marks, images and symbols are the exclusive properties of and trademarks or registered trademarks of Research In Motion Limited - used by perm uon 


For further details call: Ahmedabad: 98980 12345 * Bangalore: 98450 12345 * Chennai: 98400 12345 * Cochin: 98950 12345 * Coimbatore 98940 12345 * Delhi: 98714 
* Hyderabad: 9849 012345 * Jaipur: 98290 12345 * Kolkatta: 98310 12345 * Lucknow: 99350 54321 * Ludhiana: 98150 12345 * Mumbai 98920 12345 * Pune: 9890! 
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"ing a 46% Compounded Annual Growth Rote 
years can be a little overwhelming. However, as 
continues to grow, it's reassuring to know that our 

Ire based on a very strong foundation of trust. The 

hose who have invested their confidence and 

Sify; our customers, investors, service partners, 


lend associates. 


only Internet company to be recognised os a 
Win India. A status we achieved by pioneering a 
Bernet, Networking and eCommerce services. 
i» a zero debt company with $ 32 million in cash 
g profits in 2003-04. With unmatched Internet 


sservices expertise, technological capability and o 





4l Market Leodership Award 2004 


team of 1,500 dedicated professionals, Sify stands a clear 


leader. 


We began with the purpose of impacting the lives of millions 
of people and organisations with the power of India and the 
Internet. Today, over 900 companies like GE, Whirlpool, 
Oracle, Lucent, Tata Motors, Gillette, Dupont, Citibank, Hutch 
Godrej, Toyota, Xerox, Wipro, Satyam and Cable & Wireless 
depend on Sify's network services for their business critical 
applications. As do over a million consumers for high quality 


Internet access and portal services. 


So, as we complete five years on the Nasdaq, we invite 
you to share in our joy and celebrate this milestone with us. 


(720) 
2001-02 2002-03 2003-04 
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Clear trend towards net profits 


For more information log on to www.sifycorp.com 
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NDIA has received its fair share of 
attention from the venture capital- 
ists (VCs) in the US, but has till now 
remained off the radar for VCs in 
Israel, Taiwan and Shanghai, which are 
world's leading centres of technology 
entrepreneurship. This may be about to 
change. VCs in Israel, especially, are 
looking at India with a new interest to 
reduce the cost of product development 
and also to tap into Indian marketing 
and sales skills. A delegation from India 
is visiting Israel this month to explore 
possibilities of coopera- 
tion. “The possibility ex- 
ists. There is the case of 





Oron 





VENTURE CAPITAL 


Exploring 
India 


Ness Technologies, which has a devel- 
opment operation in India. The crucial 
thing is that Israeli firms usually deal 
with cutting-edge technology, while In- 
dia is more focused on services,” says 
Yoram Oron, managing partner, Vertex 


Venture Capital, a $300-million fund | 


based in Tel Aviv. 
Israel's venture market is estimated 


at $2 billion, and the dominance of | 


Israeli companies is significant in the 
communications sector. Almost 50 per 
cent of world’s codecs — algorithms 
that convert sound and images into dig- 


ital form — are developed in Israel. : 


Laure Wang 
(L) and Yoram 












Right now more than half of the compa- 
nies are into telecom-related develop- 
ment, mostly subsystems for telecom 
equipment in wireless and fixed-line 
segments. Indian companies, especially 
Wipro, Sasken and Hughes Software, are 
pretty strong in telecom software. "... As 
R&D activity globalises, and [spreads] in 
India also, we as VCs will have to follow 
that pattern in terms of investments; if 
not directly then through our portfolio 
companies, says Zeev Holtzman, 
chairman and CEO, Giza Venture Capi- 
tal, a $316-million fund based in Tel 
Aviv. A key issue before Israeli firms 
is that many of them tend to sell to 
original equipment manufacturers, 
and that means that their sales 
skills are more attuned to whole- 
sale rather than retail. "Indian 
companies sell to many end 
users. It is an area where India 
could be useful from an Israeli 
perspective," says Oron. 

For the Chinese and Tai- 
wanese VCs, India is ‘interest- 
ing, but little beyond that at 

the moment. Taiwan wants to 
become the chip design hub now 
that semiconductor manufac- 
turing has started shifting to 
China. With foundries like SMIC 
and CSMC in China, there will 
soon develop an ecosystem 
there, and Taiwan would have to 
increase its expertise in design. "Like 
most US VCs, we don't do a deal unless it 
leverages Asia. But we haven't come 
across opportunities that can leverage 
Taiwan, China and India. Perhaps in de- 
veloping algorithms India can be an in- 
teresting place to look at," says Laure L. 
Wang, general partner, Pacific Venture 
Partners, a $800-million US fund that 
invested in world-class Taiwanese com- 
panies like TSMC and UMC. A key rea- 
son is that companies from both 
economies are too busy looking at each 
other through a competitive lens to ex- 
plore opportunities. "Many of my 
friends were Indians while I was study- 
ing in Canada and I have spoken to 
them about making our portfolio com- 
panies in China work with Indian com- 
panies. But it never seems to work out," 
says Feng Tao, managing partner, New 
Margin Ventures, a $100-million VC 
fund based in Shanghai. e 
SHISHIR PRASAD 
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INTERVIEW 


“New 

norms 
will be 
helpful” 


Simon Friend, global pharma 
leader, PriceWaterhouseCoopers, 
LLC, was in India and spoke with 
BW's Gina S. Krishnan on issues 
ranging from financial reporting 
standards for companies to the 
changing industry environment. 





© On international Financial 
Reporting Standards (IFRS): 

The European Union has already 
announced 2005 as the date for 
moving from the generally ac- 
cepted accounting principles 
(GAAP) to IFRS. In the long run, as 
businesses come under the World 
Trade Organization and assuming 
the future capital markets come 
closer, it makes sense to have a 
single accounting standard for 
every company so that they can 
access the big markets. 


m On how IFRS is different from 
other standards: 

In IFRS, costs incurred by compa- 
nies on internal development, 
R&D, generics, marketing, adver- 
tising, in-licensing and out-li- 
censing agreements, even dona- 
tions and grants for research and 
legal costs, etc. are all dealt with 
separately. The idea is to remove 
existing ambiguities and make the 
process more transparent. 


For Indian companies to take to 
IFRS sooner is beneficial as they 
become part of the WTO next year. 
A global accounting standard will 
give them access to finance from 
the global markets, as well as a 
deeper understanding of how 
these markets operate. a 





Explosive Performance. 
Rugged-Compact in Size. 
Designed for the jungle. 


Introducing the new Brother HL 5100 Series of Laser Printers 
Designed for your office. 
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HL-5140 

* Optional Lower Tray 

* Optional Network Interface 

* Standard 250 sheet paper tray 
* Optional Network Interface 


The HL 5100 series thinks big. With a jumbo drum that churns out 20,000 pages 
and a high-yield toner that delivers 3,500 pages (at 5% coverage), that's a big 
money saver. A built in auto duplex unit (standard on the HL 5150D and the 
network-ready HL 5170DN), halves paper usage by printing on both sides of the 
sheet. The HL 5100 series is big on print quality, delivering a crisp HQ1200 
resolution at a blistering 20 pages per minute. It's big on memory, with 16 MB | 
expandable to 144 MB in the case of the HL 5140 and HL 5150D, and 32 MB : 
expandable to 160 MB on the HL 5170DN. Finally, the HL 5100 series is big on 
user-friendliness. A three color LED on the display panel visually signals the 
display of the printer status. Green for Printing, Amber for Processing and Red for 








HL-5150D 
* Built-in Auto Duplex 
* 50 Sheet Multi-purpose Tray 


Error. Print out the status report for immediate verification of the number of pages 
printed and the balance yield of the Drum and Toner. The HL 5100 series. Think 





* Optional Lower Tray performance and it's spot on! 
* Optional Network Interface 
* Standard 250 sheet paper tray SAP Printing (HL-5140, HL-5150D & HL-5170DN) 
Demonstrating Brother's continual commitment to this global printing solution 
Barcode (HL-5140, HL-5150D & HL-5170DN) 
Most useful application for documents which require stringent monitonng and referencing. 
Email Notification (HL-5170DN) 
The printer will inform individuals or groups of network users of any day to day problems 
BRAdmin Professional Software (HL-5170DN) 
HL-5170DN 
A free tool for the efficient management of LAN connected printers 
* Built-in Auto Duplex ! " 
* Network Ready i 
* 50 Sheet Multi-purpose Tray At your side, 
Optional Lower Tray 
* Standard 250 sheet paper tray 
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IDFC 


Still an orphan 


T'S been seven months since man- 
aging director Naseer Munjee and | 
his senior team quit Infrastructure | 
Development Finance Corpora- 
tion (IDFC) in a huff, apparently oppos- 
ing the government's idea to merge the 
company with the State Bank of India 
(SBI). But the search for anew MD is still 
on. The other six officials promptly 
walked back after they were reassured 
. that there would be no merger. In fact 
one of them, A.K.T. Chari, who was the 
chief operating officer before he quit, 
came back to assume charge as the act- 
ing-MD till chairman Deepak Parekh 
finds a replacement for Munjee. 

When P. Chidambaram, who con- 
ceived IDFC in 1997, came back as fi- 
nance minister this year, one thought 
IDFC would get a shot in its arm. Five 
months down and the search for a new 
chief still continues. Chidambaram and 
company have been talking about infra- 
structure development at every chance 
they get, and have even quoted a figure | 
of $150 billion for revamping infrastruc- 
ture. However, IDFC has seldom figured 
in their scheme of things. Also, Rakesh 
Mohan, who chaired the expert group 
on commercialisation of infrastructure 
. projects that suggested the need for 
IDFC, and who later became the execu- 
tive vice-chairman of IDFC, is now fi- 







nancial adviser to the finance minister. 
So what are Chidambarams plans? 
There are some theories doing the 
rounds. Here is one. The quantum of in- 
frastructure development the govern- 
ment is talking about will require a ded- 
icated development finance institution 
(DFI) that will be able to lend huge 
amounts to jumpstart 
the sector. With a 4 
total of just [o a. 
Rs 6,140 crore 
disbursed dur- 
ing six years of 
its existence, 
IDFC's track 
record hasn't 
been too im- 
pressive. In 
this case, 
IDBI, under the 
chairmanship 






(Clockwise from 
of turn-around bottom left) 
man M.Damo- Deepak Parekh, 


daran, emerges 
as a clear con- 
tender for get- 
ting the man- 
date to revamp 
the infrastructure sector. And now with 
talks of IFCI being merged with IDBI, 
the latter will have an asset base of 


P. Chidambaram 
& Rakesh Mohan: 
When will they 
find IDFC a chief? 


Rs 66,921 crore, second only to ICICI 


HIS one's a treat for old-film will be released nation-wide on 12 No- 
buffs. Shapoorji Pallonji's Ster- vember, Diwali day, taking on biggies 
ling Investments has just fin- like Yash Chopra's Veer-Zaara. But 
ished restoring, colourising and digitis- | Sterling, which started the project two 
ing K. Asif's Mughal-e-Azam. The film years ago, is confident of making 
t money. The rights to the Mumbai terri- 
tory have been sold 
i ENTERTAINMENT for Rs 2.5 crore; 
; there are other rights 
Epic recreated 7757 
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Bank. Historically, IDBI is responsible 
for kick-starting Indian industry. Will 
IDBI get the mandate of doing an en- 
core with the infrastructure sector? 

The other theory, albeit a little far- 
fetched, is that the government plans to 
launch an altogether new DFI to cater to 
the needs of the infrastructure sector. 

Meanwhile, with all the uncertainty 
around the future of the company, re- 
sumes of IDFC employees are floating 
around in the job market. They need not 
worry though. With so many commer- 

cial banks wanting to 
get into infra- 
structure sector 
lending, they 
shouldn't have a 
problem being 
placed. Munjee 
himself has already 
landed a consulting as- 
signment with KPMG. 
But IDFC, with a lack- 
lustre track record, is 
^. likely to stay on 
~. tenterhooks 
> forsomemore 
i time. = 
^ SUPRIYA 
M KURANE 
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yet. The cost of restoration, says pro- 
ject director Deepesh Salgia, was 
“more than a medium-budget Hindi 
film”, (about Rs 10 crore). Incidentally, 
the original 1960 epic was financed by 
Sterling. The Indian Academy of Arts 
and Animation created a software that 
accepts only those colours that match 
the original input and incorporates 
features for a 35 mm release. 
Naushad, the original music com- 
poser, was involved with the remaster- 
ing of the music into Dolby digital 
sound. So, get ready to see the 
ravishing Madhubala, the 
hottest poster-girl even today, 


singing in a young Lata’s voice. W 


VANITA KOHLI-KHANDEKAR 


HINESE consumer electronics LCD TVs or plasma TVs. But her 

major Konka is planning to conflict between the two large play: 

make a comeback to India, and S d likely. The CEO ofan Indian durable 
is scouting fora strong local partner to econ major summed up the sentime! 
leverage the latter's existing network. “They (Konka) are not vet 


o 
Konka, which leads the Chinese colour ti I | ] e luc 2 € clearaboutwhatt 
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cent, will initially focus on CTVs and l tion chi 

mobile phones, its key strengths. “The new players to fret 

Chinese are looking at the Beijing make a begin- r f Ither v 

Olympics as the threshold for laun- ning here. Chi- ‘ can't afford 1 

ching their brands globally, like the Ko- nese appli- ; fringe player 

reans used the Seoul Olympics," says ances major ` game. In the 

Indrajit Ghosh, Konka's representative Haier re- ; brands have faile: 

in India. cently started its Indian innings, and finding the competitioi 
There's been a growing realisation Konka is readying for a relaunch. It has hot to handle. "It's a high staki 

among Chinese consumer durable two options: join hands with regional EF game. Either you play at fu 

companies that they need to make a players like Oscar, Beltek or Bestavision, fF swingor you get knocked dov 

transition from being original equip- who have lost ground and need new here's no case for gradual ent 

ment manufacturers (OEMs) to brand- products to differentiate their offerings and consolidation," says the marketin 

ing their products. India is the only something that Konka can offer. How- head of a durables company. Koi 

market that is witnessing a double-digit | ever, it fails to give it the pan-India would do well to rethink its entry st 

growth in CTVs, a 30-40 per cent surge reach its looking for. The other optionis | egy orit would be far fron pi 

in mobile phones, and promisesagreat | togo with oneofthe national players try (Konka means happins 

potential in other consumer durables, like Videocon or Onida, who could nese). And, it can't afford an u 

as penetration remains poor. This leverage on Konkas strong R&D andget | one, the second tim: 

throws up à brilliant opportunity for the latest technology off-the-shelf for RA 
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US Elections - The global consequences. 


HTTTTLL ETATS 


Win o trip for 2 


to Mong Kong” 


No election in the history of the USA has generated so much passion, and interest across the world. 


People across the globe feel that this is one election that will determine the long-term future of not only the US but also of the entire world. 
The Elections maybe in the US, but the impact is on your world. So, follow the road to the White House with CNN. 


edifion.cnn.com/ELECTION/2004 Be the first to know. CAN 





- Fords next splash 


— 


AUTOMOBILES 


Ford Fusion: 

Designed for the s / 
multiple needs 
of the Indian 
market 


- 


OES Ford India finally have another winner ready? 

That's the question being asked of the company's 

new urban activity vehicle (UAV), Fusion. The 

question is pertinent because this is Ford India's 
biggest launch since it unveiled the Ikon five long years ago. 
And the answer lies as much in Fusion's unique styling as it 
does in Ford India's recently acquired manufacturing muscle 
(Read: pricing power). 

David Friedman, managing director and president, Ford 
India, believes Fusion's hybrid styling — a crossover between 
the space and solidity of an SUV and the agility of a mid-sized 
sedan — caters to a unique, emerging need being felt by ur- 
ban consumers. He adds: "So far we have seen products in a 
fixed segmentation and one-body style. There were no cars 


Systems' acquisition of a 21 per cent stake in Fuji Au- 
totech (FA), France for $6.15 million makes it the 
sixth significant investment 
overseas by an Indian 


T $m Rs 288-crore Sona Koyo Steering | 
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auto component maker f 

during the last one year. | Domestic company 

For Sona Koyo chairman | 

Surinder Kapur, this is a e Amtek Auto 

big step. "This (acquisi- 

tion) will significantly e Bharat Forge 

boost our exports and al- e Sundram Fasteners 

low us to ride on FA's mar- 

keting network to access 

their existing clients,” said | © Sona Koyo Steering Systems 

an enthused Kapur. = 
And he's not the * Wholly-owned subsidiary 

only one with such 
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that match the multiple needs of con- 
sumers. Fusion fills that gap.” 

It's been quite a while since the com- 
pany put a reasonably high-volume prod- 
uct in the marketplace. It hasn't had a big 
success since the Ikon. (Over 86,000 units 
of the Ikon have been sold in the domestic 
market so far, and a sales of 27,000 units are 
likely this year.) Ford India's two subse- 
quent launches — the D-segment Mondeo 
in 2001 and the sports utility vehicle (SUV), 
Endeavour in 2003 — are both fringe mod- 
els with small volumes. Ford India really 
needs another big seller. 

There are several reasons why Fusion 
could click. Foremost among them is Ford's 
competitive pricing ability derived from its 
manufacturing strength, an edge that the 
Ikon lacked. When it was launched, Ford 

was importing the engine and transmis- 
sion. Only later was Ford India's agreement 
with Hindustan Motors (HM) for the manufac- 
ture of engines formalised. 

Sourcing locally from HM, Ford India was able to pass on 
the benefits to customers in the form of price cuts. As indi- 
genisation hit 90 per cent, Ford India was able to breach the 
Rs 5-lakh barrier and offer Ikon Flair at Rs 4.95 lakh. 

Ford India’s manufacturing strength also comes from its 
export operations. Over 1.06 lakh completely knocked down 
(CKD) Ikon kits have been exported so far. Export container 
no. 5000 was shipped out recently. "Exports have been quite 
beneficial (to Ford) on a couple of fronts. First, we got more 
volumes and economies of scale. Second, exports was almost 
like another product line for us." Ford India was exporting to 
South Africa, Brazil, China and countries which were in a dif- 
ferent leg of the economic cycle as compared to India. In 
2001-02, the Indian market was stagnant but exports were 
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Overseas expansion Size of deal 










Smith Jones Inc., US (100% stake) $20 mn 

GWK Group, UK (100% stake) $37 mn 

Carl Dan Peddinghaus, Ger. (100% stake) $115 mn (app.) 
Dana Spicer, UK (100% stake in forging unit) $2.6 mn 
Sundram Fasteners (Zhejiang), China* $5 mn 

Fuji Autotech, France (21% stake) $6.15 mn 
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growing. Today, exports are stagnant and local sales are on the 
up. "That helps balance our business," Friedman adds. 

All this enabled Ford India to kick-off the second shift of 
production at its Maraimalai Nagar plant near Chennai in Au- 
gust this year. "That enabled us to spread our manufacturing 
fixed costs better and pass on the benefits to the consumer," 
says Friedman. In August, a new line-up of the Ikon was 
launched and the price ofthe base model was reduced further 
to Rs 4.49 lakh. 

Friedman reckons he can squeeze out 60,000 cars a year 
with the second shift in place. But with Ford India expecting to 
produce 30,000 Ikons, another 20,000 for exports, 10,000 Fu- 
sions and about 2,400 Endeavours in 2005, it will have to start 
thinking about a third shift pretty soon. “We will be humming. 
Squeezing out capacity to produce more, as you know, is good 
business,” he says with a smile. 

The third aspect of Ford India’s manufacturing ability 
comes from its financial turnaround. After piling up accumu- 
lated losses of over Rs 500 crore since its entry in 
1995, Ford India is likely to make its 
first net profit this year. “The cash 

generation is allowing us to in- 
ternally fund our expansion 
— the move to the second 
shift and the launch of En- 
deavour and Fusion were 
funded from our profits,” 
says Friedman. 

Without doubt, Ford In- 
dia now has the ability to 
price Fusion far more com- 
petitively than the initial 
pricing of Ikon. But to what 
extent the auto giant will 
exercise this option is a dif- 
ferentissue altogether. Ni 

M. ANAND 


David Friedman: 
Spreading the smile 

















aspirations. Acquisitions, whole or part, seem to be an in- 
creasing trend in the Indian auto component industry (see 
‘Expanding Overseas’). This is one way Indian companies 
can gain access to the state-of-the-art technology and 
ready international clientele as most suppliers are tied to 
car or assembly manufacturers. 

Amtek Auto made a couple of overseas acquisitions, 


while Bharat Forge and Sundram bought a firm each. Sun- 
dram has also set up a 100 per cent subsidiary in China. 


FA is the fourth largest supplier of steering columns in 
Europe and is likely to see its sales touching $90 million in 
2004. Sona Koyo is looking at supplying € 10 million (ap- 
proximately $11 million) worth of components to FA by 
2008. The move fits well with the company’s plans to foray 
into commercial vehicle steering systems next year, as this 
is an area of strength for FA. An amount of Rs 125 crore 
has been earmarked for this venture. »* 

AARTI KOTHARI 
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Cartoon Network 
Pogo 

Nick Jr. 

Animax 
Hungama TV 
Sony* 

Star Plus* 

Sun TV* 
Disney** 


kids programmes which are very popular 


6 METROS 


** To be launched soon *These run segments of 


Favourite channels 


Cartoon 
Network 54% 


Star Plus 13% 
Pogo 9% 

Sun TV 5% 
Ten Sports 4% 
Discovery 2% 
$^ Star Sports 1% 
is Sony 196 
j National Geographic 1% 
ESPN 1% 
gems 


- Network 52% 
Pogo 15% 
Star Plus 8% 
Sun TV 6% 
Ten Sports 4% 
Discovery 1% 
ETV Bangla 1% 


National Geographic 196 
KTV 1% 
DD Sports 1% 


Base:All kids 7-14(3,206); Source:Cartoon Network, TNS 


Can TV be damaging? 
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BROADCASTING 


Play time for 
KIDS TV 


T is not child's play. Plugging into children and what 

they want on TV is getting as crucial as understanding 

what grown-ups want in their news — the market is 

roughly as large. Last year, advertisers spent over 
Rs 200 crore on kids' programming. It is, in fact, one of the 
fastest growing slices of the Rs 5,000-crore ad pie. The evi- 
dence is in the number of players who have jumped in al- 
ready and those that are entering now. Last month UTV 
launched the first 24-hour Hindi kids' channel, Hungama 
TV. Pogo and Animax were both launched earlier this year. 
Then there is the imminent launch of Disney' three chan- 
nels in India, at least one of which will be a complete kids af- 
fair. Also, don't forget Star's plans to get into the space. Its 
Son-Pari and Shakalaka-Boom Boom (both from UTV) are 
already among the most popular kid's shows. Then there is 
the Disney Hour on Sony and Fox Kids slot on Star Plus. 

As the market gets competitive, researchers now split 
hairs alot more, trying to understand what kids are all about 
these days. So there is Nick Jr.'s (formerly Nickelodeon) re- 
search into the minds of pre-schoolers or 2-6 year-olds. It 
was conducted with child psychologists and educators. The 
idea: highlight the effects of television on children and, es- 
pecially, on pre-schoolers (2-6 years). It is providing impor- 
tant cues on what learning and interactivity mean for Indian 
children, and this will help the company localise, says 
Pradeep Hejmadi, director (business and operations), Nick 
India. Hejmadi, incidentally, was also the director (research) 
for Cartoon Network, which released its New Generations 
2004, a study of kids aged 7-14, its fifth one in as many years. 

Here's a look at a few key findings from the studies and a 
look at all the options children have today. Li] 

VANITA KOHLI KHANDEKAR 








€ A learning tool and entertainer 
€ Kids are sensitised to the medium, and it's 
put to ‘good’ use 
€ Accompanied viewing recommended 


€ Exposure by default (usually 6 A distractor 
driven by adults' viewing habits) 
€ Low dependence on TV; ® Little parental control 
appeal driven by medium, not € Onset of addiction over content and - 
content frequency of viewing 


e Desensitisation to violence 
e Build-up of aggression quotient 


€ Lowers opportunities for personal interaction with peer group 


As determined by psychologists and educators 


Source: Nick India, TNS 


Career 
choices... 


Engineer 
17% 


Engineer 
8% 





Base:All kids 7-14(3,206); 
Source:Cartoon Network, TNS 
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The author is the founder 
of CERG Advisory that 
Specialises in corporate 
consulting and economic 
advisory services, He can be 
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UBLIC sector mergers are the talk 
of the town. If newspapers are to be 
believed, the IDBI-IFCI merger is a 
done deal; we should expect a se- 
ries of big-time mergers to create 
four to five mega-sized public sector banks; the 
MTNL-BSNL merger is about to happen; and 
soon, we will see a merged public sector oil gi- 
ant. Ministries as varied as finance, petroleum 
and telecommunications are united in using 
the argument of scale economies to root for 
merging PSEs under their bailiwick. It all seems 


to be forward thinking, size-oriented heady | 


stuff. But are they necessarily going to be good 
for competition, consumers and the economy? 

Let us look at the proposed IDBI-IFCI mer- 
ger. Given the terrible state of IFCI, everyone 


| privately agrees that the best option would 


We need to 
carefully 
think | 
about 
merging 
public 
sector 
banks, FIs, 
telecom 
and oil 
companies 
before 


have been to liquidate it. However, it can't be 
done politically. For one, there is the ‘wisdom’ 
that India still needs development finance in- 
stitutions (DFIs), which has become even more 


| pervasive under the present political dispensa- 
| tion. A careful debate ought to demonstrate 


that in a world of debt swaps, the distinction 
between long-term finance to invest in fixed 
capital (hitherto the domain of DFIs) and 
shorter-term finance for working capital is spe- 


| cious. Banks can, and have lent oodles of 


money for plant and equipment at significantly 


1-4 Mergers aren't a 


lower interest than DFIs. With securitised debt : 


swaps, there need be no such thing as tenor 
mismatch between liabilities and assets. But as 
is often the case, ‘wisdom’ prevails over logic. 
Secondly, IFCI has a huge liability in terms of its 
public bonds, much of which is held by em- 
ployee provident funds. So, liquidating IFCI en- 
tails a severe haircut for bondholders, and the 
government can ignore this only at its peril. 
Therefore, we are perforce opting for a poor 


second-best solution where a fairly distressed 


| IDBI is being persuaded to merge with IFCI. 


jumping 
the gun 


_ Naturally, if the government wants to mitigate 


IDBI's balance sheet costs of this merger, it 


would have to provide some serious taxand de- 





ferred payment sweeteners. These would even- 
tually come out ofthe exchequer and comprise 
a dead-weight loss. Moreover, IDBI will have to 
oversee the workings of a demoralised institu- 
tion, which will stretch its management band- 
width to the hilt. I wonder if these costs have 
been taken into account. 

"Thats a bad example," you might say. 
"Everyone knows why IDBI is being persuaded 
to merge with IFCI." Fair enough. Take, instead, 
the proposed MTNL-BSNL merger. What is the 
logic of that? If, under the pressure of private 
sector competition, MTNL is finding it difficult 
to expand its footprint and high-value services 
in Delhi and Mumbai, it should focus on its op- 
erations, garner additional capital and do all 
that is needed to regain market presence. Why 
should one expect that MTNLs merger with a 
heavily-protected, public sector telecom jug- 
gernaut called BSNL solve its problems? And 
how will telecom consumers be better off by it? 

Let me end by stating a few obvious things. 
First, international experience shows that four 
out of five mergers fail because of wrong as- 
sumptions, overstretched balance sheets, rela- 
tively high cost of acquisition and, most impor- 
tant, inadequate post-merger organisational 
integration. Second, shotgun mergers between 
two PSEs are unlikely to create mega-efficient 
corporations. Each will carry organisational in- 
efficiencies, and the additional costs will most 
likely overshadow synergies. Third, in high en- 
try barrier, monopolistic industries like oil, 
mergers could be inimical to consumer inte- 
rests, which is why major mergers abroad must 
be scrutinised by a country's competition com- 
mission. Fourth, mergers per seare no panacea. 

That doesn't mean that PSEs should shun 
mergers. Let that choice rest on the manage- 
ment of these companies; let them use data to 
convince their independent boards; let it be ap- 
proved or rejected on merit, and without huge 
tax sops; and let ministries not decide what's 
good for their corporate wards. Mergers aren't 
tea parties. Let's approach them carefully — 8 
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Welcome to the future of air travel. Now, 
your favourite airline has made it possible for 
you to fly without a conventional ticket. 


On www.jetairways.com you can book 
your flight, pay with your credit card, take a 
printout of your e-ticket, and you are ready 
to fly. Remember to carry some valid photo 
identification* along with your e-ticket. 


Our payment mechanism is protected by 
VeriSignand Thawteusing powerful encryption 
technology (128-bit Secure Socket Layer 
— SSL) that meets industry standards. What's 
more, our web booking engine is connected 
to our Sabre Reservation System which has 


Conditions apply. 'Government-issued photo identification/Driving Licence/Voter ID/Passport (for international passengers)/Photo Credit Card 





direct links to the credit card associations 
This makes sure that your transactions on our 
website do not get exposed on the web. So it 
is safe to use your credit card on our website 


e-ticketing is the fastest and most 
convenient way to get a ticket, It lets you 
book your ticket anywhere, anytime. Now 
no matter where you want to fly, make sure 
www.jetairways.com is your first stop 


JET AIRWAYS 
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TOP 25 





No.1 Infosys Technologies 


No.2 Reliance Industries 
No.3 Wipro 

No.4 Hindustan Lever 
No.5 Maruti Udyog 


No.6 Dr. Reddy's Laboratories 


No.7 HDFC Bank 


No.8 Jet Airways 
No.9 ICICI Bank 


No.10 Ranbaxy Laboratories 


No.11 GCMMF (Amul) 
No.12 Tata Motors 

No.13 TCS 

No.14 Larsen & Toubro 
No.15 Tata Iron & Steel 
No.16 State Bank of India 
No.17 ONGC 

No.18 Hero Honda Motors 
No.19 Asian Paints (India) 
No.20 Bajaj Auto 

No.21 ITC 

No.22 Indian Oil Corp. 
No.23 Nokia India 

No.24 Citibank 

No.25 LIC 





































The composition of winners reflects 





N 1983, when the first ever Businessworld 
Most Respected Companies survey was 
conducted, companies were assessed on 
eight parameters — quality of manage- 
ment, quality of products and services, in- 
novativeness, financial soundness, ability to attract 
and retain talent, environmental responsibility, 
profitability and workplace environment. The most 
obvious and commonly used metrics such as mar- 
ketshare, market capitalisation and turnover, were 
deliberately left out. The whole idea of having a sur- 
vey such as this was to gauge how a company was 
perceived by its peers, based mostly on criteria that 
went way beyond the numbers. 
Over the years, the survey has been progres- 
sively refined, and new parameters added. None 
of the newer parameters (now there are 19) vio- 
late the original principle that this was meant to 
be a perception- based survey. Hence quantita- 
tive metrics such as profits, etc., are still es- 
chewed. Yet, what gets reiterated time and again is 
that respect in business is very much intertwined 
with market reality and performance. That respect 
rankings are as good as any other (size, market cap- 
italisation), to mirror changing realities. 
In the first year of the survey, the Top 10 were 
Hindustan Lever, Tata Engineering and Loco- 
motive (now Tata Motors), Tata Iron and Steel, 
Indian Tobacco (now ITC), Indian Oil, DCM, 
Reliance, Bharat Heavy Electricals (BHEL), 
Ashok Leyland and Oil and Natural Gas Cor- 
poration. Except two — Hindustan Lever 
and Reliance — none of these companies 
feature among the Top 10 in the 2004 rank- 
ings. Instead, there is a new set of compa- 
nies — Maruti, HDFC Bank, Jet Air- 
ways, Infosys and Wipro — that 
\ dominate the Top 10 rankings. 
] Some, like Maruti, were 
founded barely two years before 
Most Respected —— (wards | the first survey was conducted 
EN - | (the first Maruti 800 was 
launched in 1983) while others 
such as Jet or HDFC Bank 
weren't even born then. But, 
these new companies define 
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the concerns of the times 





India Inc. as well today as did DCM, ITC, BHEL and 
Tisco in the early 1980s. 

A word about the two survivors in the Top 10. 
Ever since its inception, Reliance Industries has 
been continuously reinventing itself. It started out 
as a commodities company (fibres), then moved 
into brand (Vimal), became an integrated petro- 
leum and petrochemical giant, and has now en- 
tered the services sector (telecom and petroleum 
retailing). The company's willingness to change 
with the times has ensured that it is not only still in 
the Top 10 after 20 odd years, but has also bettered 
its ranking (from No. 7, it's now at No. 2.) 

Hindustan Lever, too, perhaps because of the 
powerful brands it owns and the quality of its man- 
agers, has managed to stay, somewhat consistently, 
in the Top 10 over all these years. (In the previous 10 
surveys conducted, which have been bi-annual af- 
fairs till last year, Hindustan Lever came No. 1 four 
times, three of them consecutively — in 1983, 1985 
and 1987. And it has been among the Top 3 eight 
times.) Yet, Hindustan Lever would probably see 
this year's ranking as a setback of sorts. After having 
been the second most respected company in the 
1999 survey, the 2001 survey and the 2003 survey, it 
has dropped to fourth place. 

Thereasons for this aren't too hard to find. Many 
would say that the past two quarters have been the 
worst ever for the FMCG giant in several years. 

This year's newest entrant to the Top 3 is soft- 
ware major Wipro. It came No. 4 in the previous two 
surveys (2003 and 2001), 16th in 1999 and 65th in 
1996. Wipros climbing a rung is as much an ac- 
knowledgement of the company's performance as 
it is a commentary on the subtle shifts in the way 
Corporate India judges itself. 

Examine the way the top three rankings 
changed this year. Over the latest three surveys 
(2004, 2003, 2001), Infosys continues to remain the 
countrys most respected company. Reliance, 
which stagnated at No. 3 in 2001 and 2003, moved a 
notch towards the pinnacle. The company has 
Mukesh Ambani to thank for that. Under him, the 
company invested close to Rs 10,000 crore in tele- 
com diversification, and overcame early setbacks to 
build up a subscriber base of seven million. More- 
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We give respect where itt ds 


“Respect is important. 
Every million dollars of profit 
follows the law of diminishing 
psychological returns, but 
respect has incremental 
returns. What gets respect is 
living a set of values, creating 
value for customers, building 
an organisation people feel 
excited to work for, consistent 
performance and being a good 
citizen. On the last dimension, 
a good example is our work in 
primary education across 17 
cities and 200 schools that 
impacts over 200,000 children.” 
Azim H. Premji, chairman, Wipro 


over, it also became the first private company in In- 
dia to post profits in excess of $1 billion. If that does- 
n't command respect, what will? 

Over the same period, Hindustan Lever lost its 
lustre somewhat, paving the way for Wipro to move 
up. Of course, it also helped that many of Wipro's 
moves, like entering the BPO business or resolutely 
building up its telecom vertical, even in the face of a 
telecom meltdown, earned it respect. 

One of the more fascinating insights that 
emerge from an analysis of the Top 25 companies 
this year is that ambition, and sheer doggedness to 
pursue a strategy once convinced of its merits, 
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We give respect where it due 


“Good compa- 


nies become great through a 
series of initiatives done consis- 
tently over time. There are no 
shortcuts. It is a painful 
process, but they must be done 
to keep companies alive for 
tomorrow's challenges, not just 
for today's challenges." 


M.S. Banga, non-executive chairman, 
Hindustan Lever 


seem to have been rewarded. Some examples: Dr. 
Reddy's Laboratories has been pilloried for its insis- 
tence on investing in its innovator-led pharma 
strategy even when that has dragged its profitability 
down. Yet, the company has improved in its overall 
rankings (from No. 7 to No. 6) and also emerged as 
the Most Respected Company in the pharmaceuti- 
cals sector. Fellow pharma major Ranbaxy, too, has 
moved from the No. 16 position overall to No. 10 on 
the back of its aggressive global strategy that has in- 
cluded M&A activity. 

Similarly Maruti, which auto analysts had writ- 
ten off in the face of acute competition from a pack 
of hungry competitors, has emerged as the Most 
Respected Company in the Automobiles sector and 
also been ranked five in the overall category, up 
from No. 12 last year. The reason: the company 
showed a lot of spunk in kicking off a price war 
which it benefited from, introduced innovative 
schemes to extend the life span of the Maruti 800, 
and finally pulled off a successful IPO. 

It's the same with many of the others in the top 
25, including two Tata companies. Tata Iron & 
Steel's ambitious move to emerge as an Asian steel 
major appears to have helped it jump to the 15th 
position, from the 27th. rank Meanwhile, Tata Mo- 
tors has moved from No. 18 to No.12, perhaps be- 
cause of the success of the Indica and the com- 
pany's stated desire to stretch its wings across the 
world. Incidentally, these two Tata companies seem 
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to be on an upswing again. Till the early 1990s, they 
were among India’s top three respected companies, 
though since then, they have dropped considerably 
in the respect scales. That is, till the 2004 survey. 

A detailed analysis of the 17 different sectors 
also demonstrates how perceptions towards com- 
panies (and products) are shifting. Take consumer 
durables. For the first time, Businessworld decided 
to include mobile handset makers in this category. 
There were two reasons for this. One, a mobile 
handset is a consumer durable, much like a televi- 
sion or a refrigerator. Two, a lot of the durable com- 
panies such as Siemens, LG, and Samsung, also sold 
mobiles, along with the more commonly under- 
stood durables. And the surprise winner — Nokia. 

This Finnish company’s debut at the top of the 
heap says two things. One, that its strategies — in- 
cluding ones like developing a phone specifically 
for India — are respected. But, more importantly, 
Nokia's win is also an endorsement of the impor- 
tance of the ubiquitous cell phone as a durable in 
today’s world. After all, unlike its competitors, most 
of which offer a slew of durables, Nokia is mostly a 
cell-phone company. 

Another sector that throws up interesting find- 
ings is petroleum. Though Reliance Industries is In- 
dia's second Most Respected Company overall, hav- 
ing bettered its ranking over last year, in its sector it 
has stagnated at the third position. The top dog here 
is Hindustan Petroleum, which has moved from the 
No. 6 to the absolute top, while last year's winner 
Bharat Petroleum has fallen to No 5. So what ex- 
plains all this? 

Hindustan Petroleum's ascendancy is thanks to 
its aggressive and very visible retail activity. Over the 
last year, it has taken the lead in reaching out to cus- 
tomers as compared to its two other PSU competi- 
tors — Indian Oil and Bharat Petroleum. 

But what explains the contradiction in Re- 
liances rankings? The most plausible explanation is 
that Reliance is up there in the overall rankings not 
so much for its historical business lines (the petro- 
leum and petrochemicals business) but for its new 
telecom business and what it has done there. (Both 
businesses are a part of Reliance Industries.) Inter- 
estingly, the rankings of both Reliance Industries 
and Nokia indicate the importance telecom is gain- 
ing in the mind of the respondent. z 

D.N. MUKERJEA & RAJEEV DUBEY 
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MEASURING RESPECT 


Respondents shown a card of companies in 
that sector and asked to rank the 10 most respected 


These 10 firms rated on 19 parameters 


Top 3-4 firms selected from each sector to compile a 
shortlist of 68 companies. This list shown to 
respondents again to obtain the overall Top 10 
rankings 

These 10 firms rated on 19 parameters again 


HE Businessworld Most Respected Compa- 

nies list is based on a rigorous nationwide 

peer-perception survey, unlike most jury- 

based listings. This year, 1,078 (563 in the first 

phase and 515 in the second) senior man- 

agers across the country working in 17 industrial and 

service sectors were polled in an eight- month exer- 
cise to come up with the results. 

The first step was the pre-selection process, 
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which created a shortlist of companies to be ranked 
in the survey. We provided IMRB International — our 
partner in the research process — with a list of com- 
panies who are leaders (by way of revenues, prof- 
itability or marketshare) in the 17 sectors. (This year, 
three new sectors were added to last year's 14). In all, 
this list had 382 companies. 

The individual sectors were surveyed first to 
come up with the sectoral rankings. IMRB's survey- 
ors fanned out to eight cities — Delhi, Mumbai, 
Chennai, Kolkata, Bangalore, Hyderabad, Ahmed- 
abad and Pune. They asked 563 senior managers 
with an average work experience of 21 years to iden- 
tify the 10 most respected companies in their 
respective sectors. The companies were rated on a 
scale of 1 to 10 (1 being ‘very poor’ and 10 being ‘ex- 
cellent’) on 19 pre-defined parameters. 

The ranking for overall quality was done by taking 
into account both the number of respondents who 
voted for a company as well as the ranks they as- 
signed in order to get the correct, weighted score. Ifa 





company was selected by 30 out of 40 respondents in 
a sector, the mean score on overall quality was multi- 
plied by the number of respondents who chose the 
company to arrive at the total score. 

Once the sectoral rankings were done, the Top 3 
firms in each sector (Top 5 for sectors like IT which 
have a large number of firms) was compiled. Thus, 68 
firms were shortlisted for the second round to iden- 
tify the Top 10 Most Respected Companies overall. 

This second stage saw a major modification from 
last year's survey, and was done to bring in more ro- 
bustness to the overall respect rankings. In this 
phase, 515 respondents — some from the original set 
and some new ones — were polled to arrive at the 
overall top 10 rankings. 

Each year, this survey also tries to capture the dy- 


RESPONDENTS’ DESIGNATION 





Chief executive officer (CEO) 
Managing director 

President 
Vice-president/senior VP 
General manager 

Head (marketing/planning) 
Head of any department 


**in the second phase 
sectors, this year three sunrise sectors have also been 
added — IT-Enabled Services, Insurance and 
Auto Ancillaries. And we decided to restrict the tele- 
com sector to service providers, preferring to club 


the handset manufacturers in the Consumer 
Durables category. 


Another new feature of this year's poll was an addi- 


namic nature 
industry. 
Hence, while 
last year we 


SIZE OF of 
_ RESPONDENTS: FIRMS 


tional module in the first phase where the respon- 





had only 14 


dents were asked to rank firms in sectors with a high 





f 51-100 





4 consumer interface — Telecom and 
f 101-200 28 TYPE OF COMPANY Travel & Hospitality — based on their 
j 201-301 12 | oe EE SE opinion as customers (see findings 
| 401-500 di on page 42). 
| 501-1,000 1! i Hy The survey also collated open- 
| | Private Ltd fo 3-uxn-aiistal a 
| Above 1,001 31 | Public Ltd ended data for three special cate- 
' Avg. turnover er (Rs cr) 6 13 | | ; PSUs gories — Most Globally Competitive, 


C (Cx — —— — AMA —— 
SER OR, Fe z = oum 


*563 respondents **In the second phase 
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Most Ethicaland Most Dynamic. MN 





Here's news that's sure to hit all the right notes in the lifestyle products marker. 11.09 lakh Eenadu — - 
readers upgraded to the very latest in PCs, handycams, dipital cameras...and many other internationally coveted 
gadgets and gizmos this year. Over 8.84 lakh Eenadu audiophiles purchased high-end music systems. 
Over 27.67 lakh spiced up the sales of kitchen appliances. While over 4.47 lakh zoomed away in 
swanky new cars. 


So switch to Eenadu mode today. And plug in to a world of profits. 


Category Eenadu DC 





Hi-fi systems 884 536 
Kitchen appliances — 2767 1059 THE HEART AND SOUL OF ANDHRA PRADESH 
Lifestyle products 1109 532 
4-wheelers 447 214 


Figures in thousands. 
Source: NRS 2003 
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We give respect where its due 









Company 


TOP 25 OVERALL 
_ 1 Infosys Technologies 
..8 Reliance Industries 
—4 Wipro 
_ 2 Hindustan Lever 
12 Maruti Udyog 
JÓ 7 Dr. Reddy's Laboratories 
M 19 HDFC Bank 
NR Jet Airways 
5 ICICI Bank © 
à Ranbaxy Laboratories 

Gujarat Co-op. Milk Marketing Federation 
Tata Motors 
Tata Consultancy Services 
Larsen & Toubro 
. Tata iron & Steel 
| State Bank of India 
| ONGC — 
. Hero Honda Motors 
1 Asian Paints (India) 
1 Bajaj Auto 
9 MC 
5 Indian Oil 
R^ Nokia India 
L7 Citibank - 
NR Life Insurance Corporation 
AUTOMOBILES 
L8 Maruti Udyog 
44 Hyundai Motor India 
(6 TataMotors 
1 Hero Honda Motors. 


— 


— 2 Bajaj Auto 


10 Mahindra & Mahindra 




























Brakes India - 








Note: Tum to page 32 for detailed methodology. NR: Not ranked. 1: Auto Ancillaries is a new category. Las 
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2710 | 2570 | 
2522 | 2477 | 
239.1 | 2409 | 
2170| 2139 | 
1919 | 1999 | 
1420 | 1397 | 
1410 | 1467 | 
1330 | 1440 

121.0| 123.9 | 
102.0 | 97.1 


—— — 
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241.0 
241.0 
223.2 
199.4 
182.0 
141.8 
146.7 
132.1 
122.2 
101.0 


t year, MICO and MRF were ranked as part of the Auto industry 





2072| 2342 
2410| 2362 
2223| 2268 
1929 | 193.8 
1768| 1768 
136.1 | 135.5 
|. 135.1 | 125.6 | 
126.7| 1220 


1180 | 117.0 | 
97.1 96.0 


[Sf JERE |e ek 

/ 8/58 / SS /&F / 38 S/S lr: 

/ §§ / §§ / FF / EF / FS / FS 
FS/SE/GFE/SPE/SLVE/ VE / 
400 | 3360.0 | 3420.0 | 3328.0 | 3220.0 | 3240.0 | 3348.0 
306 | 23348 | 25153 | 23348 | 2307.2 | 21145 | 20349 
277 | 2210.5 | 2257.6 | 2213.2 | 21357 | 2108.0 | 2182.8 
256 | 1991.7 | 20352 | 2030.1 | 1989.1 | 1871.4 | 1914.9 
189 | 14307 | 1396.7 | 1372.1 | 1345.7 | 1360.8 | 1400.5 
179 | 1408.7 | 1426.6 | 1394.4 | 1328.2 | 1288.8 | 1335.3 
163 | 1253.5 | 12844 | 1204.6 | 1196.4| 1196.4 | 1248.6 
155 | 1196.6 | 1167.2 | 1131.5 | 1111.4| 1064.9 | 1066.4 
155 | 11424 | 11997 | 1131.5 | 11222 | 1119.1 | 1112.9 
147 | 11363 | 1133.4 | 1086.3 | 1061.3| 10452 | 1070.2 
138 | 10874 1043.3 | 968.8 | 9384| 9936 | 10874 
137 | 1033.0 | 1076.8 | 1027.5 | 1015.2 | 1023.4 | 1082.3 
129 | 1011.4 | 1029.4 | 1015.2 | 9894| 9662 | 1010.1 
125 | 9938 9888 | 9825 | 9500| 9400 | 9725 
124 | 9796 x 9449 | 9474| 946.1 | 10143 
123 | 9151]| 9102| 8905 | 8462| 8881 | 9274 
111 | 869:1| 8381 | 8258 | 8103| 8092 | 8580 
96 | 7498| 7478 | 7085 | 7027| 6864 7094 
95 | 7106| 6983 | 7011 | 6736| 6707 | 7097 
94 | 6928| 6965 | 6759 | 6580| 6495 | 6777 
92 | 6909 | 6918 6882 | 6900| 6477 | 6734 
80 | 6168| 5888 5776 | 5568| 5736 | 5952 
68 | 5277| 4869 | 4855 | 4950| 4780 | 496.4 
68 | 5120| 4957 | 5120 | 5032| 4753 | 4597 
68 | 5093| 4957 | 4821 | 4692| 5039 | 5290 








THE TALLY | 
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10322 | 9908 | 10157 990.8 
989.1 | 980.9 | 1008.3 974.1 
| 100114 | 9998 | 10049 981.7 
| 9775 | 9025 | 9175 915.0 
9486 | 8916 | 9176 931.2 
897.9 | 8831 | 883.1 916.4 
868.0 | 8492 | 8547 844.7 
| 7498 | 7430 | 7421 708.5 
723.0 | 7154 | 703.0 692.6 
| 6909 | 6947 | 7059 666.5 
694.6 | 6854 | 6817 6909 | 
6040 | 577.6 | 5792 607.2 | 
503.2 474.0 474.6 481.4 | 
5025 | 4746 | 4862 486.2 
| 5059 | 4889 | 4876 | 4950 
183.0 | 1800 | 1780 | 1780 
i | 1701 | 1617 | 1540 163.9 . 
| | 1579 | 1539 | 161.1 160.0 
AP E | gp | r | 1541 | 1499 | 1440 151.1 
» | | 1400 | 1381 | 1381 138.1 
- | $181 | 1280 | 1210 | 1205 | 1190 | 1190 | 1230| 1150 | 1210 | 1200 | 1190 | 1200 
UEN 890 | 1058 | 98.0 | 982 95.0 93.0 95.0 96.0 | 94.0 | 89.3 | 900 | 930 
x 940 | 965 | 959 | 943| 930| 991 970| 930| 991| 991 | 940 97.0 
i 840 | 959 | 910 | 920 880 | 840 891| 81 | o| 790 | 810 | 820 | 
65.0 698 | 690 | 675 680 | 640 670| 650| 680 | £608 | 620 65.0 | 
2442 | 2509 | 2432 | 2454 | 2480 | 2426 | 2400| 2416 | 2467 | 231.7 | 2422 234.6 
J 2458 | 2579 | 2448 | 254.1 | 2269 | 2282 | 2400| 2467 | 2461 | 2282 | 2259 241.6 
2223 | 2316 | 2286 | 2346 236.1 | 2328 2325 | 2280 | 2379 | 2292 | 2265 222.3 
1938 | 2030 | 2044 | 2134 | 2030 | 1940 | 2002| 1851 | 2089 | 1879 | 1862 | 1960 | 
1789 | 1869 | 1859 | 1919 | 1799 | 1781 | 1830| 1729 | 1890 | 1755 | 1851 175.0 | 
1345 | 1408 | 1381 | 1408 | 1370 | 1361 | 1418| 1355 | 1345 | 1301 | 1260 131.6 
^ 1379 | 1419 | 1419 | 1360 | 13979 | 1379 | 1419 | 1410 | 1419 | 1362 | 1307 | 1321 
čl 128.8 | 133.0 | 1321 | 1290 | 1360 | 1370 | 1290| 1170 | 1340 | 1300 | 1309 | 1241 
1148 | 1210 | 1222 | 1212 1170 | 1158 | 1170| 1141! | 1141 | 1080 | 1100 118.0 
990 | 1050 | 1031 | 1050 | 1010 | 990 | 1001| 971 1020 | 944 | 935 91.1 
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Company 


BANKING AND FINANCIAL SERVICES 


HDFC Bank 
6 ICICI Bank? 

— 1 State Bank of India 

— 3 Citibank 

. Canara Bank 

HSBC 

ABN-Amro Bank 
Sundaram Finance 
Bank of Baroda 


CONSUMER DURABLES? 
Nokia India 


...1 Titanindusties —— 

5 Samsung India Electronics 
S8 LG Electronics 

. 2 Philips India. 
4 Sony India - 

6 Whirlpool of India 



























- 

















— 8 Gujarat Co-op. Milk Marketing Federation - 


— 5  Nestlelnda 

. 2 Britannia Industries - MS 
. 10 Colgate-Palmolive (India) 

NR Marico Industries 


. 7 Procter & Gamble Hygiene 
Coca-Cola 


FOOD SERVICES 

















~ 1 McDonald's 
|. 2 Pizza Hut 14 
5 Café Coffee Day 14 
4  Barista Coffee 13 
.8 Domino's 13 






6 Pizza Corner 








INFORMATION TECHNOLOGY 
















_1__ Infosys Technologies 40 | 3220 | 3400 320.8 
"E Woo |. 40 | 3016 | 3280 | 3112 

3 Tata Consultancy Services 36 2725 | 271.1 267.8 

.4 Satyam Computer Services. 35 | 2307 | 2559 | 2489 

5 |-flexSolutions _ | 1 25 | 1958 | 1950 | 1895 

B Ww  — , 21 | 1386 | 1481 | 1409 

7 HCL Technologies 21 | 1380 | 1441 | 1460 

W 10 Polaris Software Lab — 19 | 130.0 | 137.9 | 134.0 
AM 6 Hughes Software System 1 16 119.5 112.0 116.0 
Tm NR Digital Globaisoft 15 | 1104 | 1020 | 103.1 





2: ICICI has merged into ICICI Bank. 3: This year, handset manufacturers have been included in the Consumer Durables segment 
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2429 | 247.1 | 






. 1970 | 1958 

| 1523 152.0 

151.2 149.9 

) | 1309 | 1450 
O | 1181 1200 | : 

104.0 101.9 
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Company 


INFRASTRUCTURE* 



























= 1 Larsen & Toubro 62 | 4861 | 4861 | 4786 | 4656 

- 3  Tatalron & Steel 60 4752 | 4812 445.8 450.6 | k . / 
— 2 Bharat Heavy Electricals 47 | 3389 | 3309 | 3309 | 3163 | 3050 | 3403 | 3309 
» NR National Thermal Power Corporation 41 | 303.0 | 2850 | 2882 | 2743 | 2763 | 2817 | 2829 
NR Grasim Industries 34 | 2468 | 2479 | 2370 | 2360 | 2285 | 2298 | 2193 
NR Tata Power 33 | 2449 | 2369 | 2383 | 2257 | 2247 | 2389 | 2340 
NR GE 29 | 2207 | 2175 | 2114 | 2163 | 1989 | 1978 | 1943 
NRA BSES | 30 | 2199 | 2181 | 2211 | 2109 | 1950 | 2037 | 195.0 
= 4 Gujarat Ambuja Cements 30 | 2109 | 2121 | 2070 | 197.1 | 1884 | 2049 | 1989 
6 Steel Authority of India 30 2016 | 1986 | 1977 | 2070 | 2109 





INSURANCES 














.NR .Life Insurance Corporation | 1269 | | 1246 | 1252 | 1203 | 1330 | 1543 
NR HDFC Standard Life Insurance — 18 | 1201 | 1181 | 1188 | 1215 | 1102 | 1208 | 1103 | 
NR  ICICI Prudential Life Insurance 18 | 1139 | 1190 | 1197 | 1123 | 1150 | 111.1 | 1103. 
‘NR Birla Sun Life Insurance 16 99.0 | 1061 | 1056 | 1024 | 990 | 981 | 917 
NR SBI Life Insurance zr. 13 829 | 780 | 823| 852| 835 | 91.0 | 910 
NR New India Assurance Company 13 82.9 82.0 81.9 79.0 | 888 91.0 91.0 
NR Max New York Life Insurance 12 810 | 840 | 851| 808| 790| 830| 768 
NR Tata AIG Life Insurance £n. 11 71.0 72.1 734| 746| 660 693 64.7 
NR United India Insurance Company . . t! 64.0 68.0 60.0 | 61.6 67.0 750 | 825 
NR Aviva Life Insurance Company 10 61.0 59.0 58.8 56.7 58.9 54.4 48.9 





IT-ENABLED SERVICES’ 











NR WiproSpectramindServices ——  ă 12 970 | 990 960| 97.0 
.NR Convergys India Services 12 870 | 870 82.0 83.0 
NR WNSGroup .— 12 850 | 850 84.0 82.0 
NR MsoucE — — — 12 810 | 850 83.0 | 84.0 
NR iCilCiOneSouce = ->~ 12 810 | 840 790 | 80.0 
NR Daksh eServices® - 11 780 | 790 | 730 | 740 
NA EXLSevce — | | | — 9 580 | 570 | 560| 570| _ 
NR HCL Technologies BPO I d 550 | 550 | 500| 550 
NR 24/7 Customer 7 420 | 420 | 400| 390 





MEDIA & ENTERTAINMENT 













1 Star India 

5  NDTV 30 

. 4 Bennett, Coleman & Company 28 , 
3 Sony Entertainment TV 26 

NR  Balaj Telefilms? 24 

2 Living Media India 22 

= 6  Hindustan Times 24 

..9 Zee Telefilms 23 

10 Sahara India | 16 

NR Kasturi & Sons 16 


PETROLEUM 
6  Hindustan Petroleum uu 24 















165.1 


— ———— — = — 








2 Indian Oil | ae he 22 | 1760 | | 170.1 | 1 169.0 | 169. 
. 8 Reliancelndustres'ó — 23 | 1760 | 1872 | 1780 | 1730 | 1500 | 1484 | 151.1 
'4 ONGC = 23 | 1750 | 1808 | L1 1750 | 177.1 | 174.1 | 175.0 
1 Bharat Petroleum _ 22 | 1599 | 1624 | 1639 | 1681 | 1639 | 1690 | 1619 
.7 GAIL (india) - 22 | 1560 | 1619 | 1571 | 1591 | 1610 | 1610 | 168.1 | 
18 Cavanda — |. 16 | 1130 | 1163 | 111.0 | 1110 | 1070 | 1130 | 1061 | —— 
NR BhaatShel — — — | 14 95.1 937 | 910 | 960| 91.0 | 930 | 900| = 
10 Indian Petrochemicals _ 8 520 | 510 | 490| 520| 510| 560 | 570 
9 Oillndia 7 490 | 513 48.0 | 470| 490 | 510 | 460 














4: Power companies have been included under Infrastructure tor the first time. 5: Ranked last year under Textiles; cement is a larger business unit now. 6 & 7: New categories. For ITES, captive BPOs not ranked. 
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179.0. 
| 1729 
1760. 
175.0 | 
163.9 - 
. 165.0 
119.0 
| 1000 
53.0 | 
52.0 | 





116.0 
96.0 
54.0 

46.0 


223.5 
228.0 
217.8 
188.0 
161.0 
162.4 
168.0 
151.1 
112.0 
114.1 


171.1 


170.9 
. 182.1 


169.1 
159.1 
159.9 


- 1170 
970. 


51.0 
48.0 





224.1 
218.4 
215.0 
192.4 
167.0 
157.1 
161.0 
149.5 
116.0 
102.1 


— — 


169.9 
165.0 
187.0 
169.1 
158.0 
159.9 
113.0 
960 | 
.. 490 

45.0 | 


—— — e 





213.0 
208.0 
187.2 
160.1 
151.8 
163.0 
149.5 
111.0 
105.0 


172.1 
165.0 
180.1 
170.0 
154.0 
157.1 
113.0 

|. 910 

49.0 
43.0 


80.0 
78.0 
55.0 
57.0 
41.0 


234.3 
216.9 
203.0 
187.5 
128.4 
145.4 
162.2 
147.9 
103.4 

97.3 


157.0 
157.1 
176.0 
166.3 
144.5 
146.7 
109.0 
90.0 
48.0 
40.0 









| 

i 

| 
4 











109.6 
94.7 


173.0 
174.0 
192.1 
178.0 
161.0 
157.1 
112.0 

91.0 

49.0 
48.0 


48.0 
49.0 


THE TALLY B 











8: Survey conducted before Daksh was taken over by IBM. 9: Media content firms included for the first time this year. 10: Reliance Petrochemicals had merged into Reliance Industries by the time of thes survey 
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Moet Respected furans 


We give respect where its due 


ula Rank Company 
AI 200. 


PHARMACEUTICALS 


. Dr. Reddy's Laboratories 
Cipla 
_ 4 Ranbaxy Laboratories 
Pfizer 
. GlaxoSmithKline 
Sun Pharmaceuticals 
10 Novartis India 

' Wockhardt 
NR Lupin Laboratories 
: Cadila Healthcare 


READYMADE & TEXTILES 


. Raymond | | . I 13 
Arvind Mills 11 


. Bombay Dyeing & Manufacturing Company 10 
' . Century Textiles & Industries 9 









. Indian Rayons — — 
_Vardhman Spinning & Weaving Mills 
NR Mafatlal Industries 

















— 1 Hutchison India 
— 5 Bharat Sanchar Nigam - 32 
7  Mahanagar Telephone Nigam 31 
3  Videsh Sanchar Nigam 
6 idea Cellular’? 


. 4 BPL Mobile Communication 
10  Escotel Mobile Communication!3 


TRAVEL & HOSPITALITY 





—8888 












1 JetAirways ! 31 2440 | 2378 | 2285 | 2179 | 2108 | 2170 | 1931 
2 ITCHotels — Me bat 32 238.1 | 2362 | 2362 | 2320 | 2259 | 2189 | 2122 
4 indian Hotels 31 2334 | 2266 | 224.1 | 2148 | 2223 | 2269 | 2037 
5 Sahara Airlines _ Ko LUV 32 2230 | 2154 | 2134 | 2122 | 1942 | 2032 | 225.0 
6 indian Airlines | 31 200.6 | 1820 | 1931 | 1956 | 1786 | 1953 | 2027 
- 7 Ainda | 31 197.5 | 189.1 | 205.2 | 203.1 | 1956 | 2037 | 2139 | — 
NS EH vey 26 186.9 | 1820 | 1820 | 1739 | 1726 | 1799 | 170.0 ' 
NR Asian Hotels — — Ý 28 171.4 | 1722 | 1714 | 1646 | 1627 | 1649 | 1568 
“mm NR — JaypeeHotes . 27 1547 | 1391 | 1490 | 1496 | 1404 | 1517 | 150.7 
DE 8 India Tourism Development Corporation 25 1250 | 1313 | 1418 | 1458 | 1393 | 1480 | 1573 








11: Ranked in the last survey as Hughes Tele.com, which has since merged into Tata Teleservices. 12: Ranked earlier as Birla-Tata-AT&T. 13: Escotel has since merged with idea Cellular 
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THE TALLY 
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CUSTOMER PREFERENCE 





N 


[o 
= 9 ' 
E Va Th e 0 t h e Y vi e W 


e BHARTI TELE-VENTURES 30 


e HUTCHISON INDIA 16 


HICH companies do our top business 
leaders prefer as customers? If they had 
to use certain services in their personal 


capacity, which ones would they prefer? 

This year, in an additional module, respondents 
were asked to rank, as customers, two widely-used 
services that often affect businesses seriously — 
telecom and travel & hospitality. Half of all the 
respondents were asked to rate telecom service 
providers and the other half were quizzed about 
travel & hospitality companies. Unlike in the rest 
of the survey, the respondents weren't given a list 
of companies. Also, people from these two 
sectors weren't asked to rank their peers. So, those 
in the telecom sector ranked only travel & 


CUSTOMER PERCEPTION 


Q: As a customer, which is the company that you admire 
most among those providing telecom services? Please rank 
them from 1 to 3. 


Ranki  Rank2 Rank3 


22 


e RELIANCE INFOCOMM 
e MTNL 

e TATA TELESERVICES 
e IDEA CELLULAR 


CUSTOMER PERCEPTION 
Q: As a customer, which company do you admire most 


among those in the travel and hospitality industry? Please 
rank them from 1 to 3. 


Rank 1 


e JET AIRWAYS 34 24 11 
e INDIAN HOTELS 28 21 

e ITC HOTELS 12 17 

e INDIAN AIRLINES 

e SAHARA AIRLINES 

ə AIR-INDIA 

e EIH 


Rank2 Rank3 


DopPuon»»NP 


Se PNP PS ry Tr 


hospitality companies, and vice versa. 
Was there a variation between peer perception 


, and customer preference? The results were 


interesting enough for us to juxtapose the two lists. 
Respect is to be aspired for, but it may not 


. always win customers. Peers respected Sahara 





: 





Airlines more, but as customers, they preferred 
Indian Airlines. In telecom, Tata Teleservices may 
be more respected, but as customers, respondents 
ranked it below BSNL, Hutch, Reliance and MTNL. 
It must, however, be noted that the pitch could have 
been skewed for some inadvertently. For example, 
most corporates are hooked on to GSM players like 
Bharti, and not CDMA players like Tata Teleservices. 
That could have affected their choice. LI 


PEER PERCEPTION 


Times 
chosen 


Company 


BHARTI TELE-VENTURES 
TATA TELESERVICES 
RELIANCE INFOCOMM 
HUTCHISON INDIA 


MTNL 

VSNL 

IDEA CELLULAR 

BPL MOBILE COMMUNICATIONS 
ESCOTEL MOBILE* 


*Since merged with Idea 


PEER PERCEPTION 


Company 


JET AIRWAYS 
ITC HOTELS 
INDIAN HOTELS 
SAHARA AIRLINES 
INDIAN AIRLINES 
AIR-INDIA 

EIH 

ASIAN HOTELS 
JAYPEE HOTELS 
ITDC 
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The natural choice to Canada 
Fly the only nonstop from Delhi to Toronto 


Now it couldn't be easier to get to Canada. With 5 nonstop flights a week and daily service starting 
October 21, 2004, you can travel to Toronto in record time—and from there, enjoy quick connections to 
cities across Canada and to major cities in the U.S. 


On board, we're equipped with Hindi- and Punjabi-speaking crew, a choice of Indian or Western cuisine, 
and inflight Indian entertainment. And you always have the option of flying our award-winning 
Executive First? service, for the ultimate in creature comforts. 





Call your travel agent AIR C ANADA Ge) 


or contact Air Canada at 91 (11) 5152 8181 


aircanada.com A STAR ALLIANCE MEMBER 2X 
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with the best in the world, you realise how small you are 


INFOSYS TECHNOLOGIES 





COMPANY that adds an organisation 
equivalent to half its size every year 
poses a very stiff challenge to those 
reclusive strategists — the board of di- 
rectors. When such scorching growth 
(40 per cent and above) comes on annual revenues 
of $1-billion plus, the responsibility grows manifold. 

For the board of directors, even one that 
includes the likes of N.R. Narayana Murthy, Nandan 
Nilekani, Omkar Goswami, Larry Pressler and 
Claude Smadja, piloting such an organisation can 
be treacherous. A simple error of judgement could 
spell disaster. So, how do they do justice to the 
onerous responsibility of defining future strategies 
without jeopardising the current rate of growth? 

The Infosys Technologies board believes it has 
found the answer in the 1:1:3 formula. In its 
offerings to the world, consulting was conspicuous 
by its absence. The board believes that the 
$20-million investment in starting the consulting 
practice, Infosys Consulting Inc., last year will be 
pivotal to how Infosys will grow. This is what the 
formula means: For every single consulting 
specialist on the job, Infosys Technologies would 
like to place at least one person on site and another 
three offshore. The attempt is to create a potent 
force in the IT industry by marrying consulting with 
global delivery. The Infosys board thinks that if the 
1:1:3 strategy can be implemented, it would be 
possible to piggyback more on the consulting 
business — that consulting will generate enough 
downstream work to keep the organisation on a 
high growth path. Infosys's revenues from 
consulting are at 3.4 per cent today. The company 
claims it hasn't set a revenue target for Infosys 
Consulting vet. 

Infosys Consulting is being led by CEO Stephen 
Pratt, former global leader of Deloitte Consulting's 
customer relationship management (CRM) 
practice. Its managing directors include Romil Bahl, 
ex-vice president, consulting services, EDS; Raj 
Joshi, former CEO of Deloitte Consulting Offshore 
Technology Group; and Paul Cole, ex-head, global 
operations, Cap Gemini. Infosys Consulting will hire 
75 people by March 2005 and 500 consultants by 
March 2007. 

To provide the support structure to 1:1:3, the 





board took a strategic decision. In November 2003, 
Infosys restructured itself from geographical 
business units to fully integrated vertical industry 
groups called Independent Business Units (IBUs). 
Its IBUs are Banking & Capital Markets; Insurance & 
Healthcare; Automotive & Aerospace; and Retail, 
Distribution & CPG. The board believes such a 
structure — most international IT firms are 
structured this way —will create multiple growth 
engines within the organisation. Especially since 
each IBU head has been fully empowered, like a 
CEO, to design and implement his strategy. 

The 1:1:3 plan will also draw support from the 
BPO business. While Infosyss BPO subsidiary 
Progeon lags behind its peers, its board has decided 
to keep off the call centre business. Instead, the 
company will focus on areas like business 
transaction, sales order and financial reconciliation. 
"Call centres has become a commodity business. 
We would like to keep away from it," says Nandan 
Nilekani, CEO and MD. Despite that, Infosys's ITES 
revenues will double to $34 million this vear, from 
$17 million last year. 

Next, to monitor targets and for mid-course 
corrections, Infosys has a triple-horizon strategic 
planning. In the first horizon, progress will be 
tracked from a quarter to a year. In the second 
horizon, the board will approve a three-year plan 
comprising business plans for all IBUs. The third 
horizon is scenario planning. It is a five-year crystal 
ball gazing to find answers to questions like Infosys's 
response if China becomes hugely competitive in IT 
or if there is a shortage of labour in India. Or the 
possibility of a radical technological change and the 
company's readiness for such a scenario. 

Infosys also has a Risk Mitigation group to look 
at a variety of risks, ranging from micro- and macro- 
economic risks to technological and geographical 
risks as well as risks in application areas. 

Strategies like these have kept any other Indian 
corporate from unseating Infosys Technologies 
from the top slot in the BW Most Respected 
Companies (Infosys has held the numero uno 
position since 2001). After all, dynamic industries 
require dynamic planning. And Infosys has more 
than proved that it's a veteran at that. m; 
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RELIANCE INDUSTRIES m 





AST year, Mukesh Ambani, chairman of 
India's biggest private sector company, 
Reliance Industries, had a point to prove. 
By investing Rs 10,500 crore at one go in 
Reliance Infocomm, the group's telecom 
venture, Ambani proved again that Reliance can pull 
off big projects — not just in petrochemicals, but 
also in any other field it lays its hands on. 

In just one year after its launch, Reliance Info- 
comm had garnered 7 million subscribers for its mo- 
bile telephone services. Its services are now available 
in more cities and towns than any competitor, bar- 
ring the state-owned Bharat Sanchar Nigam, which 
has been in the business for more than four decades. 

It is this ability to successfully pull off big bets 
over and over again that continues to earn Reliance 
its respect. 

But this success did not come easily. In its first 
customer-facing business, Reliance raked in 
revenues of Rs 2,707 crore in the first full year of 
operation, but Reliance Infocomm still ended the 
first year with a net loss of Rs 390 crore on account 
of bad debts. 

But that setback did not prevent Reliance 
Industries from reporting profits of over $1 billion, 
the first private sector company in India to do so. 
This ranks Reliance among the top 150 companies 
in the world on the basis of net profits, no mean 
achievement for a company which began its 
business just a little over 25 years ago. Says Reliance 
Industries chairman Mukesh Ambani: "For our 
shareholders, the year 2003-04 was a momentous 
year in wealth creation in the history of Reliance." 

What will be Reliance's next big quest? Though 
the company did not announce any big plans, 
except for expanding some of its petrochemical 
capacities by a few million tonnes, the first clues of a 
new, broad strategy became evident last year. 

Reliance will now focus on its energy business in 
a big way. It will invest more in oil exploration, gas 
fields and building retail outlets for its petroleum 
products. The reasons are simple. First, Ambani 
feels that energy is a big business to be in. It is no 
coincidence that three of the top five in the Fortune 
500 list are energy companies. 

Second, Indias primary energy consumption of 
315 million tonnes of oil equivalent has the 
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potential to increase eight times to 2,400 million 
tonnes of oil equivalent over the next 20 vears. 

Says Mukesh Ambani: "Oil and gas represents à 
fountainhead for the future of Reliance to emerge as 
a global energy major. For mainstream Reliance, 
this is a major growth area over next several years.” 

For that, first on the cards is achieving 30 per 
cent energy security for its Jamnagar refinery in the 
next 10 years, and up to 50 per cent by the year 
2020. This will be achieved through acquisition of 
small- and medium-sized oil companies and 
participation in exploration and development 
projects. Geographically, the company will focus on 
Africa, the Middle East, Australia and Latin America. 

Already, in India, Reliance holds the largest 
exploration acreage among private sector 
companies, covering about 300,000 sq. km. So, in 
the next few years, Reliance will continue to allocate 
significant proportions of its cash flow to the core 
energy value chain business and it will grow its 
other business domains like power, telecom and 
financial services, based on the prospects. 

And there are big strategic shifts in the offing. Till 
now, Reliance has invested only in India, as its late 
founder Dhirubhai Ambani believed "what is good 
for India is good for Reliance". For the first time, 
Reliance made two big investments overseas. Early 
last year, it acquired Trevira GmbH, an erstwhile 
division of the German giant Hoechst AG, a leading 
polyester producer and a well-known brand in 
Europe. Reliance will now have polyester plants in 
Germany, Belgium and Denmark, and will increase 
its polyester manufacturing capacity to 1.8 million 
tonnes per year. 

That will make Reliance the largest polyester 
fibre and yarn manufacturer in the world. 

Then, it acquired Flag Telecom to augment its 
telecom business. Flag has a 55,000-kilometre sub- 
sea optic fibre cable that connects 16 of the world's 
top 20 business centres and reaches 75 per cent of 
the world population. This will also enable Reliance 
Infocomm to reach out to global markets. 

In his speech at the annual general meeting, 
Mukesh Ambani commented that the future of 
Reliance will see new paradigms in its passage to 
global leadership. "n 
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now getting ready to handle huge IT deals 


WIPRO 





HE No. 3 position is Wipros highest-ever 
rank in the Most Respected Companies 
survey. While it retained the No. 4 slot in 
two consecutive surveys in 2001 and 
2003, this year it moved one rung up — 
with 277 respondents choosing Wipro above No. 2 
Reliance's 306 and No. 1 Infosys's 400. 

The key reason why it has moved up is because 
of the bets it took, which have paid off over the last 
18 months. Many of these were initially hammered 
by equity analysts and market watchers. Among the 
19 parameters, Wipros maximum weightage has 
come in Quality Of Top Management (2,257.6), 
Consistent Performance (2,224.3), and Global 
Competitiveness (2,216). 

Primary among those is the technology bet, with 
almost 40 per cent of revenues coming from 
technology areas like telecom, embedded systems 
and Internet access. Wipro didn't relent on its belief 
even during the tech bust. As the market improved, 
the largely criticised telecom business, for instance, 
led with 53 per cent growth in revenues. 
"Continuing to believe in and invest in our long- 
term strategy, (we are)... building the complete 
range of IT and BPO solutions for our customers, 
deep engagement in R&D services and technology 
domain and significant leverage from our India 
businesses," says Azim Premji, chairman, Wipro. 

Premji, of course, wouldn't easily forget the 
hammering Wipros management received from 
analysts when it entered the BPO space with the 
buyout of Spectramind in July 2002. Since then, it 
has managed to synergise its customer list with that 
of Spectramind'’s, allowing it to offer a consolidated 
service package to clients and also helping 
Spectramind grow from 2,994 employees to over 
13,000 employees today. "For us, the first 
implication of consolidated offering is that the cost 
of sales is lower," says Suresh Senapaty, CFO, Wipro. 

Wipro’ entire focus is now on getting the 
organisation ready to handle huge IT outsourcing 
deals — perhaps in excess of hundreds of millions 
of dollars. Despite the hype around India's IT capa- 
bilities, no Indian company has been able to bag an 
IT outsourcing contract in excess of $100 million. 
So, Wipros efforts will be watched very closely. 

The company believes that large deals happen 





for two key reasons. One, when prospective clients 
are convinced about the capability to deliver. Two, 
when the sales and marketing infrastructure is 
geared to grab large deals. One of the most 
significant initiatives in this direction has been to 
enhance the project management capabilities of its 
managers. For this, Wipro has adopted the 
certification process of the Pennsylvania-based 
Project Management Institute (PMI). The institute 
conducts examinations worldwide to assess project 
management skills and capabilities. 

The project management professionals also 
have to commit to continuous learning by satisfying 
PMI's Continuing Certification Requirements. 
Wipro has over 700 PMI-certified managers — the 
highest in India and 15th highest in the world. It has 
also set up a Programme Management Office, 
under which the leader — a senior professional — 
pulls in specialists from different departments when 
pitching for deals. It also has a sales infrastructure of 
160 people, mostly in the US and Europe, to pitch 
for business. Once a deal is concluded, the account 
goes to the Strategic Account Management Group, 
specifically set up to manage large clients. 

While the 37,063-people strong Wipro needs to 
take more people, its HR ensures that the cycle-time 
to turn fresh recruits into billable assets is low. 
Earlier, the cycle-time was 110-140 days. Today, it is 
60-90 days, but the company wants it at around 60 
days. So, it is re-working the training curriculum to 
include more blended courses and self-learning 
tasks while removing duplication. 

Internally, Wipro is refining processes by 
benchmarking with the best. In the account-closing 
cycle, for instance, it benchmarks against Cisco that 
does a virtual close of its quarterly account on the 
90th day itself. Wipro takes a day longer to close. 
Another major internal improvement has been in 
client complaint redressal through Wipro remote 
servicing infrastructure called the Global Command 
Centre. By tracing the root cause of a fault, it has 
reduced the number of alerts from an average of 
20,000 per day to around 60. Earlier this year, Wipro 
was ranked the largest third- party IT service 
provider in the world. Hopefully, the $100 million- 
plus deals will follow. * 
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allows brands to get more attention from senior people 


Hindustan Lever 





USTOMER management is the new 

motto inside Lever House. In his fifth floor 

office, non-executive chairman M.S. 

‘Vindi’ Banga is keeping a close eye on this 

attempt to redefine Hindustan Lever's 
famed sales and distribution system. “We are trying 
out several new ideas in channel segmentation. In 
the next five years, the effects will be transforma- 
tional. I'd reckon we would have the next generation 
of customer or channel capability.” 

Simply put, Lever's distribution advantage — or 
its ability to reach millions of consumers through a 
hugely fragmented trade structure — is now no 
longer a source of competitive advantage. Many of 
its competitors are able to come close or even 
match it on product availability. So Lever is now 
upping the ante at two ends: urban and rural. “At 
urban towns, we are addressing modern self-service 
formats as a concern (instead of operating in 
different divisions)," says Arun Adhikari, managing 
director (home and personal care). For the rural 
markets, Lever is no longer relying on conventional 
channels to expand coverage. For instance, Project 
Shakti, which relies on self-help groups consisting 
of women entrepreneurs, is expected to connect 
HLL directly to one million people. 

But what everyone is watching is how Lever 
tackles the middle piece — which accounts for the 
bulk of its sales. HLL is now junking its one-shoe- 
fits-all strategy for its trade partners. It will now 
finely segment chemists, paanwallas, large family 
grocers and kirana merchants. "Channel 
segmentation will enable us to offer each of them 
different terms of trade, promotions, credit and 
service levels," says Adhikari. 

Remoulding Lever’s mammoth sales and 
distribution system is no easy task. No competitor 
has the same level of complexity. The new customer 
segmentation model is, therefore, a priority in the 
flurry of sometimes tough changes that Banga and 
his team pushed through in the last four years. Says 
Banga: "Good companies become great through a 
series of initiatives done over time, consistently. 
There are no shortcuts to transformation. It is pain- 
ful, but must be done to keep companies alive to 
tomorrow's challenges, not just today's challenges." 
This transformation was, perhaps, overdue. To 
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compete effectively now, Lever has to discover new 
sources of competitive advantage. Not just in 
distribution, but across the entire value chain. 

Consider how the transformation has been 
sequenced. Four years ago, Lever took the decision 
to simplify the company. "We had a very large 
number of businesses, almost like a conglomerate. 
We decided to focus on our branded business and 
get out of all other business. Within that, we said we 
would focus on just a few brands," says Banga. 
Earlier this year, Lever went one step ahead and 
merged all the different business units into two 
large divisions: home and personal care (HPC) and 
foods and beverages (F&B). "The advantage is that 
these divisions get us enormous scale," says Banga. 

Four years ago, Lever moved to a new frame- 
work of category management. With its brand port- 
folio whittled down from 110 to 30, resources were 
no longer spread thin. "Very senior people, who are 
on the operating management committees of the 
two divisions, now manage just a handful of brands 
each. So our brands are getting an extraordinarily 
high degree of attention from senior people who 
understand the value of brands. These people put 
the strategy together, so that the elements are well 
coordinated and the parts fit together," says Banga. 

As he sees it, Lever's front-end will remain 
extremely focused on consumers. But at the back- 
end, the two big divisions will provide the scale to 
drive down costs substantially. To reduce the 
complexity, next-generation information 
technology will power the supply chain system. "We 
are moving to continuous replenishment, almost 
like an auto-ordering system, which will drive the 
supply chain all the way back and enable us to 
reduce inventory," says Adhikari. 

Coupled with all this is a big change in the Lever 
culture. "We have de-layered the organisation, 
created a much open environment where people 
are encouraged to speak up, put across their point 
of view, hold their point of view, discuss and debate. 
At the same time, there is a premium on speed of 
action. We want people to move quickly and to work 
as a team, rather than as brilliant individuals," says 
Banga. Despite initial hiccups, Lever's new sustain- 
able, profitable growth model is well on its way. E 
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concentrate on creating fundamentally new opportunities 


MARUTI UDYOG 





VER heard of the term ‘opportunities 
share’? It reverberates often in the 
11th-floor boardroom of Maruti Udyog 
near Connaught Place in New Delhi, 
and even more often in its executive 
management meetings. 

As opposed to marketshare, opportunities share 
— as conceived by Maruti Udyogs managing 
director Jagdish Khattar — is the portion of business 
that a company captures from new opportunities 
which the company itself creates. Khattar believes 
that all market leaders must concentrate more on 
creating fundamentally new opportunities and 
grabbing a larger share of business from those than 
from the existing market. Because growing the 
pie is the primary responsibility of the market 
leader. So, much of what Maruti does today is 
focused on creating and tapping as much 
opportunities share as possible. 

Though greenfield opportunities take a while to 
develop into concrete businesses, once they are 
developed, almost the entire business is there for 
the taking. This happens because, at least initially, 
no competition exists. “We have been telling 
ourselves, let's get away from marketshare. Let's get 
into opportunities share,” says Khattar. The board 
— comprising O. Suzuki, R.C. Bhargava, Kumar 
Mangalam Birla, M.S. Banga and Pallavi Shroff — 
couldn't agree more. 

The board sees the concept as an ideal fit for the 
most wholesome product profile in India's auto 
industry — Maruti 800, Omni, Gypsy, Alto, Zen, 
Wagon R, Versa, Esteem, Baleno, Baleno Altura and 
the Grand Vitara. First, the company needs to 
stretch the lifespan of its most successful model till 
date, the Maruti 800, as long as possible. The 
product is the best any company in the world can 
offer to an entry-level buyer — the biggest segment, 
where opportunities share can be created and 
tapped. Second, it needs to penetrate deeper into 
the B- and C-class towns and rural areas to widen its 
scope of geographical coverage. 

Maruti's concept of opportunities share kicked 
off in September this year with a scheme specifically 
for teachers. The company reckons there are more 
than 5.5 million teachers across more than 1 lakh 
schools in India, a majority of whom own a two- 
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wheeler, not a car. So, one of the first few 
opportunities is in the teachers’ community. Many 
of them have bank accounts with State Bank of 
India, particularly those employed in government 
schools and colleges. Maruti Udyog has worked 
with SBI to launch the scheme for teachers, so that 
they can upgrade to a four-wheeler. Interestingly, 
until now, teachers were in SBI's negative list of 
customers for loans. The scheme envisages a special 
incentive of Rs 3,000 to every dealer who sells a 
product to a teacher, lecturer or professor. 

After the few focused advertising inserts that 
have appeared in the vernacular press recently, 
Maruti has received over 9,000 enquiries. Of these, 
1,176 have already bought a vehicle, 1,912 are 
considered ‘hot’, and another 3,000 are likely 
customers. In Varanasi, for instance, after the 
company sold a Maruti 800 to a teacher, at least 32 
more cars were bought due to peer pressure in the 
following month. “These were known customers to 
SBI because they have had accounts with the bank 
for some time. The bank also knows their credit 
history well. It's easier for the bank to finance them,” 
says Khattar, explaining his first opportunities share 
victory. At the very least, Maruti expects 10,000 cars 
— more than the number of Maruti 800s it sells 
every month — to be sold under the teachers’ 
scheme. Till competition wakes up, that would be 
100 per cent opportunities share in the teacher 
community for India's largest car manufacturer. 

Having tasted blood, the company is busy 
identifying more communities like this. Under 
consideration are the armed forces, railways, police 
or any other large community. Each of these, it 
believes, is capable of delivering volumes higher 
than what the company sells every month. So, 
expect to hear more from the company in this area. 
In a sense, the concept has already been extended 
to the public at large in a different avatar. In its '2 to 
4' scheme (two-wheeler to four-wheeler), any two- 
wheeler owner can drive into a Maruti showroom 
with the necessary papers, leave his bike as the 
initial deposit, and drive out in a Maruti 800. 

Not convinced about opportunities share yet? 
Gurgaon-based B-school MDI is. The Maruti theory 
may be included in its curriculum. LJ 


RAJEEV DUBEY 


BUSINESSWORLD 53 8 NOVEMBER 2004 


į 
r 
1 
Bi 





BYM AJIN Sufeui "vl; StiN LNVINSH UOLO 





good stead during a challenging phase 


DR. REDDY’S LAB. 





ANJI Reddy has a thing about intellec- 
tual acumen. It flows from the fact that 
he is still a scientist at heart, despite the 
visible trappings of a businessman. Any 
conversation with him invariably ends 
with a discussion on the talent pool he is painstak- 
ingly putting together for Dr. Reddy’s Laboratories 
(DRL), the company he founded, and the scientists 
he keeps meeting around the world. 

That explains why the DRL board is stacked with 
some of the brightest minds around. It includes 
Anupam Puri, former managing director, McKinsey 
India, Omkar Goswami, former chief economist, 
Confederation of Indian Industry and now an 
independent consultant, Krishna Palepu, professor, 
Harvard Business School, and Ravi Bhoothalingam, 
formerly with British American Tobacco and East 
India Hotels. (The board comprises 10 members, of 
whom seven are independent directors.) 

The heavyweights aren't there just to make the 
DRL annual report look nice — they play an active 
role in the management. And there is good reason 
for that. DRL is trying to recast itself along the lines 
of a multinational — not just in terms of 
geographies (moving from India-centric operations 
to a global footprint), but also in terms of products 
(hunting for innovator products), talent (managing 
a global workforce) and capital (listing on the New 
York Stock Exchange). The company realises that at 
this critical phase, it needs advice from experts who 
have had prior experience of the game. 

The role of the board has become even more 
pertinent in the last year or so. During this time, 
DRL has been investing heavily in its R&D efforts, 
the results of which wouldn't be immediately 
forthcoming. Many, including some from the 
stockmarkets, have criticised this focus. The 
criticisms have been levelled along the line that the 
R&D investments are premature, and that DRL 
needs to grow a bit more to be able to play the 
high-risk (also high-reward) innovator game. The 
company’s stock, meanwhile, has taken a beating 
on the back of falling profitability. 

Despite being hemmed in, DRL stuck to its 
course. "I have to balance the two (profits and 
vision). After all, I have to show profit to investors on 
a quarterly basis. But for a company with a vision 
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like ours, to do so quarter on quarter is difficult,” 
says Reddy. The problem he faced was that the 
Indian pharma industry had been built largely by 
reverse engineering successful molecules. No one 
had taken such a big bet on innovator products. 

The board, however, sensed the opportunity in 
pursuing innovator products and resolutely backed 
the management's resolve on the strategy. "To say 
no to discovery would be absurd, because it is not 
sustainable,” said Puri in a recent interview to BW. 
Managers within DRL feel that the board's support 
of what they are trying to do gives them confidence 
about their chosen path. According to a senior DRL 
executive, at board meetings, sometimes even the 
nitty-gritties of DRLS strategies are discussed and 
the board gives its go-ahead only after that. 

But the board's role doesn't end with an 
imprimatur on strategy. It is, through different 
committees and teams, actively managing the 
framework within which the strategies are being 
executed. In 2003-04, the board spent 18 per cent of 
its time on strategic matters, 5 per cent on statutory 
and other approvals, 20 per cent on corporate 
governance and other issues, 13 per cent on 
financial review, 29 per cent on business proposals, 
and 15 per cent on operational matters. 

Reddy says a lot of thought went into putting 
this board together. The first two outsiders on the 
board were Goswami and Bhoothalingam, who 
were handpicked by Reddy. Subsequently, DRL 
vice-chairman and CEO G.V. Prasad got Puri and 
Palepu on board. Among the independent directors, 
there is also an understanding about where their 
expertise is mostly required. Bhoothalingam, for 
example, concentrates mostly on human resources, 
Puri on strategy, and Palepu and Goswami on 
finance and audit. 

Despite a decade's discussion on corporate 
governance and the role of boards, India Inc. is yet 
to use them actively. For some companies, boards 
are just a statutory requirement that needs to be 
fulfilled. Some others have worthies on their boards, 
but rarely use their expertise. In that milieu, 
companies such as DRL, along with a few others like 
Infosys and Wipro, are good examples of how good 
boards can add an edge to operations. LI 
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governance can help a business perform better 


HDFC Bank 


DITYA Puri'5 office in HDFC Banks’ new 
corporate building in Worli has a dart- 
board and a golf putting mat. When 
BW' photographer asked Puri to pose 
with his clubs or in front of his dart- 
board, the managing director refused. “I don't want 
my board to think I'm not working," he joked. 

Or maybe he said it only half-jokingly. Over the 
past eighteen months, says Puri, the role of the 
board and its importance has been institution- 
alised. Clear policies have been put in place in 
regards to human resources, shareholders, depos- 
itors and borrowers. "The aim is to ensure that all 
our policies are carefully laid out and defined, so 
you know what you are dealing with," he said. 
HDFC Bank's board now is clearly an entity that 
senior management must take very seriously. 

Corporate governance is often seen as some- 
thing that company managements have to do, 
whether they like it or not. But it's clear that there 
are benefits too — markets and shareholders trust 
companies which have a clean and proven record. 
And it's always good to keep investors happy, 
especially when you might be asking them for 
more money in the near future. 

All that investor goodwill does translate into real 
money even now. Rating agency Crisil recently 
studied the effect of corporate governance levels on 
the market valuations of 40 Indian companies. They 
found that other things being equal, superior 
governance practices increase market valuations. 
How much of HDFC Bank's 28 per cent increase in 
share price over the past year is due to its new 
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corporate governance initiatives is hard to say, but 
it's clear that investors have been hardly displeased. 
(Compare that 28 per cent rise to the BSE Bankex, a 
banking sector benchmark index, that has risen by 
around 8 per cent over the same period.) 

HDFC Bank has gone in for a corporate gov- 
ernance rating from Crisil. The agency awarded the 
highest rating of GVC 1 to the bank. Crisil confirms 
that HDFC Bank's board now has a majority of 
independent directors who, in the rating agency's 
opinion, adequately perform their role. 

Though the bank scores well on issues like 
customer service, its compensation levels are 
moderate, though it offers stock options to all its 
employees. And while it is one of the few private 
sector banks that have met or exceeded thier targets 
(set by the RBI) for lending to the priority sectors, 
the bank has not been able to meet its target for 
loans to weaker sections and direct agriculture. 

A governance problem faced last year concer- 
ned its entry into housing finance, which would put 
itin direct competition with its parent HDFC, creat- 
ing a possible conflict of interest. This was solved 
with an arrangement, in which the bank sources 
housing loans on behalf of HDFC for a fee, and a 
large portion of the loans originated by the bank are 
sold back to it. Crisil feels that the fee structure, 
which is subject to regular review, is a commercial 
decision. HDFC Bank is likely to hit the capital 
market early next vear to raise money for its growth, 
though the board is yet to take a decision. A clean 
governance chit can only aid its efforts. w 
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of Singapore Airlines and the reliability of Lufthansa 


JET AIRWAYS 


E'S notoriously reclusive when it comes 
to talking to the media, and prefers to 
stay in the background and run the 
company. Naresh Goyal's current obses- 
sion is to make sure Jet Airways is the 
world's most tightly run airline despite the competi- 
tion snapping at its heels. 

Though it avidly wants to fly to trans- 
continental destinations, Jet has a tough battle to 
fight at home. Aggressive competitors like Air 
Sahara, Indian Airlines and low-fare airline Air 
Deccan are slowly chipping away at its marketshare. 

Its marketshare dipped to 43.4 per cent in April- 
August as against 45.8 per cent in 2003-04. Jet wants 
to remain a full-service airline catering to the top- 
end of the market, but it cannot ignore the market 
growing at the bottom. 

The market grew by 25 per cent between April 
and September this year; Jet could grow only by 13- 
15 per cent though its load factor has grown to 68- 
70 per cent in the last couple of months, from 60-62 
per cent last year . 

Goyal is trying to tap into this growth with 
innovative offerings and by strengthening the value 
proposition, while also ensuring that Jet remains a 
lean, mean machine. For instance, the company has 
come up with ‘check fares’ to sell spare capacity to 
low-budget travellers. These tickets are priced 
slightly higher than those being offered by Air 
Deccan. Jets yield management system (YMS) 








Jet is trying to lower its break-even by optimising 
unit costs and revenue per passenger — two 
important factors that govern profitability. Last year, 
Jet had a seat factor of 65 per cent, but its break- 
even was 61-62 per cent. 

The airline's philosophy is simple: keep costs low 
and continuously improve productivity and service 
levels. “Controlling costs is the key to survival, and 
the key to that is improving productivity,” says Saroj 
Datta, executive director, Jet Airways. 

Jet is relying on automation to drive efficiency 
and improve response time. For instance, it's using 
an automated rostering system to increase the 
utilisation of pilots. As the system improves, it could 
actually cut down on the number of pilots and 
lower the cost of operation. 

The company is already outsourcing ramp 
handling, passenger handling, ticket checking, 
cargo, and loading and unloading in Delhi and 
Mumbai, and plans to do so in other cities as well. 

Even as it woos the low-budget traveller, Jet 
Airways is trying to retain premium customers with 
its product promise of a quality reliable carrier — it 
enjoys a 'technical despatch reliability' of more than 
99,5 per cent which fetched it the Boeing Award for 
the second year in a row. 

The airline is also trying to build customer 
loyalty through frequent flier programmes, and has 
put in place a mechanism to get continuous 
feedback from customers and use it to set new 
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cT allocates the low-fare seats according to the benchmarks for service. That's what has made Jet 
demand in a sector. It is a flexible system that Airways what it is today, and command respect. Ill 
ensures maximum utilisation of capacity. | | SARKA 
Offer more life insurance cover to your employees. 
4 With Met Group In Lieu of EDLI (Employees Deposit Linked Insurance), you can get more value 


for your money and more for your 
Call Toll Free on 1-600-44-6969 (9am-6pm). Email us at group@metlifeindia.com 





Insurance is the subject matter of solicitation. MetLife India Insurance Co. Pvt. Ltd., Regd. Office: ‘Brigade Seshamahal', 5 Vani Vilas Road Basavanagudi, Bangalore 560 004. www.metlife.co.in LD0053 


e s - *^ «4 t d e ~ "i. es A. "- IX 
= 
| J 
^ 
' 4 = - — 
€ j 

" 7 i - 


n n She 
Mant Respected | voran. livarvfe 





Going farther. 


BUSINESSWORLD B NOVEMBER 2004 


completely re-engineer the organisation’s processes 


ICICI Bank 





HEN it comes to the Indian fina- 
ncial sector, ICICI bank, and esp- 
ecially K.V. Kamath, have been at the 
forefront of defining corporate gov- 
ernance standards which have 
spread to a variety of sectors. The 17-member board 
of directors (which includes 12 independents) are a 
stellar cast — like S.B. Mathur, chairman, LIC, and 
steel baron L.N. Mittal. N.R. Narayanamurthy and 
Ratan Tata were previous members. The members of 
the board governance and remuneration committee 
and the audit committee are independent. 

With such strong past directors, much of the 
heavy lifting of basic governance standards has 
already been put in. "Many of the practices that 
have become commonplace in the company today, 
such as independent directors, separation of 
functions and establishment of board committees 
were put in earlier," points out chief executive 
Kamath. "Our experience in adopting governance 
standards has been extremely positive. In the last 
year or so, there have been few incremental steps 
that have been taken in terms of governance. The 
caveat being the extra provisions that have had to 
be put in place because of the Sarbanes-Oxley Act, 
which applies to us, since we are listed in the US." 

But that doesn't mean that Kamath's work is 
done. ICICI Bank may have a basic governance 
structure in place, but its faces big operational 
challenges. When they started out in 1995, India's 
private sector banks defined themselves with 
customer service. But it's one thing to offer good 
customer service when you have just a few hundred 
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thousand customers, it's quite another to maintain 
the same levels when you have almost ten million 
customers, as ICICI Bank has currently. And that is 
the biggest challenge that it faces. 

There are other challenges too. Because of the 
enormous growth in ICICI Bank's business (from 
assets of Rs 73,989 crore in 2001 to 140,913 crore in 
2004), the issues of controlling the risks of such 
growth have come to the forefront. And for the past 
few years, most banks have propped up their 
bottomlines by the profits they generated from 
government securities. As interest rates began to 
rise earlier this year, those profits vanished or at the 
very least, they started to shrink. So they have to rely 
on their core business to generate that growth. 

Kamath speaks of other hurdles: "The other 
issue is one of technology migration. Our customer 
base is currently equal to that of the three Singapore 
banks. Scaling up the technology to handle such 
large volumes is the core challenge we face." 
Another problem, bad loans, has shown improve- 
ment. As a percentage of net loans, net restructured 
loans of ICICI Bank were 16.7 per cent at year-end 
fiscal 2004 compared to 19.5 per cent at year-end 
fiscal 2003, and the total of other impaired loans 
were 3.9 per cent at year-end fiscal 2004 compared 
to 8.8 per cent at year-end fiscal 2003. 

It has now begun to implement the Japanese 
'5-S' system of managing quality. "The aim is to 
completely re-engineer the processes in the 
organisation," says Kamath. He says that ICICI 
Bank is about a year from reaching level five. = 
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^4 truly global mould 


en the then Ranbaxy Laboratories 

an Parvinder Singh and his trusted 
enant D.S. Brar scripted an ambitious 
seadmap to take the company global, very 





few of their peers were thinking the same way. 


More than a decade down the line, even Singh would 
have been proud of what that plan has achieved. 

With marketing and sales infrastructures in as 
many as 45 countries (being increased to 100) and 
manufacturing plants in seven countries, Ranbaxy 
today is more global than any other Indian 
company. Going forward, it will perhaps be more 
global than what Parvinder Singh had planned. 

Already, only 22 per cent of Ranbaxy's nearly- 
$1.2-billion revenues come from domestic 
operations, and in Brian Tempest it has a non- 
Indian CEO with global experience. The company's 
global headquarters for intellectual property and 
legal affairs have been set up in Princeton, New 
Jersey. And its market research headquarters is in 
London. It is listed in India and the Luxembourg 
Stock Exchange, and 18 per cent of its 9,500 
employees are non-Indians. 

Last year, a proposal to shift Ranbaxy's global 
corporate headquarters to Princeton got nixed. But 
nobody is sure what may happen in the future, 
especially when the company’s global revenues are 
projected to hit $5 billion in 2012. Ranbaxy's 
president ( (harma), Malvinder Singh, does not rule 
out any possibility. “We will spend more time where 
more (of our) markets and people are,” says Singh, 
who travels almost 20 days a month. 

At present, Tempest and Singh are busy 
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converting a largely Indian organisation into a 
global pharmaceutical power, 
Ranbaxy understands that despite structuring 
the company as a global organisation for more than 
half a decade, the processes still need some more 
refining. “Sometimes you move so fast that 
processes are stretched. Our processes have to 
catch up,” says Tempest. Of particular interest are 
the HR policies, which have remained mostly India- 
or Indian-centric. This overhaul is important 
because Ranbaxy will dip further into the global 
talent pool to man its operations around the world. 
So Singh is doing just that. First, the board and 
the compensation committee are expected to soon 
approve a broad HR framework that will allow 
country managers to define policies in their own 
geographies for the first time. Two, Singh is 
preparing tomorrow's leaders. He is shuffling some 
of his youngest and most talented professionals 
across geographies to ready them for more 
challenges. Last year, he shifted about half a dozen 
country managers. The youngest of them, Chinappa 
Reddy, is 30 years old and manages the businesses in 
Paraguay, Uruguay, Chile, Columbia and Argentina. 
The theory that Ranbaxy may not remain largely 
dependant on India derives its symptoms from its 
R&D operations too. The board continues to believe 
that research out of India brings competitive 
advantages. But that's true only for basic research. 
sometime in the future, Ranbaxy plans to create a 
clinical research infrastructure in the largest market, 
the US. That will be its truly global avatar. a 
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Automatic transmission Fog lamps 
New grille 
New headlight cluster * Foot parking brake 


New taillight cluster Rear AC duct 





Above mentioned features are for automatic transm 


ion vehicle 





— 2 = " a 
= = =F — oes 











For further information visit us at www.toyotabharat.com/www.camryindia.c 


IX PX 


om 


Power lumbar support 


Wan 
y n 


-— — — MOD — 


Manual sunshade 
Cruise control 
Curtain airbags 


MP3 player with in-dash 6 CD changer 


transmission vehicle also available, however features may vary 


= i = oe — — = 





nd power automatically 


enhanced With even: more thoughtful comfort features like power lumbar support, rear console AC ducts and a 6CD MP3 in-dash musi 


Camry with automatic transmission. It doesn't just take you from Point A to Point B. It transports you.to a whole new level of motoring pleasure 


—n 


WWW. Calnit yind acom 





le give respect where its due 


MOST DYNAMIC, ETHICAL, GLOBALLY COMPETITIVE 









NFOSYS Technologies topped two of the three 
special categories this year, even as 30 per cent 
of the 515 respondents found Reliance 
Industries to be the most dynamic organisation. 
The two companies merely swapped places for the 
top slot in the most dynamic and the most globally 
competitive organisations categories, perhaps 
underlining that, in this age, a company should be 
globally competitive to be perceived as dynamic. W 
No.1 RELIANCE INDUSTRIES 
Anil & Mukesh Ambani 
f No.2 INFOSYS TECHNOLOGIES 
: 
š No.3 ICICI BANK 
No.1 INFOSYS TECHNOLOGIES 
N.R. Narayana Murthy 
No.2 TATA IRON & STEEL 
1 
$ 


No.3 GUJARAT CO-OP. MILK MKTG 
FED. & TATA MOTORS 


No.1 INFOSYS TECHNOLOGIES 


Nandan Nilekani 


No.2 RELIANCE INDUSTRIES 


No.3 WIPRO & TATA 
CONSULTANCY SERVICES 
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Jay Galla, MD, Amaron Batteries 
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s faith in people and finance to sell cars 
e igni off. “The philosophy is that if the dealer is 
making more money, you will sell more cars” 








Bharat Ferge 


India's first global auto com 





ponent company. 
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AUTOMOBILES TOP 5 








_INDUSTRY SNAPSHOT 

"Maruti Udyog has leapfrogged from No.3 
x last year to No. 1. Last year's winner, Hero 
Honda, is ranked No.4 this year. 


Last year's No. 4, Hyundai Motor India, has 
also improved its ranking this year. Tata 
Motors has moved three ranks up— to No. 3. 


Maruti has scored higher than Hyundai in. 


all parameters, except one: global competi- 
tiveness. Here, the latter hasa3-point lead. 


N September this year, Mukesh Ambani in- 
vited Maruti's managing director Jagdish 
Khattar to Reliance Infocomm’s headquar- 
tersin Navi Mumbai. Ambani had requested 
him for insights into Maruti's expertise in 
customer satisfaction after surveys showed 
it had improved its rankings again this year. 





The key to Khattar's lessons for Reliance was an 
initiative that is closest to his heart — dealer prof- 
itability. It is something that he and marketing direc- 
tor Kinji Saito have pursued over the last two years 
because they consider it vital for Maruti's future. The 
idea sounds practical today, but when Khattar and 
Saito first went to dealers with their proposal, they ex- 
perienced a whiff of opposition. 

Its 300 dealers had a perennial complaint: com- 
petition had squeezed their profitability. They wante- 
d better margins. But Saito proposed exactly the op- 
posite — dealers must double their manpower, 
salaries and incentives to their staff. His contention: 
this would improve their conversion ratio (from en- 
quiry and test drive to actual purchase) by at least 3 
per cent. Saito promised that the increase in sales vo- 
lume would more than cover the dealers' additional 
expenses. The most difficult task, however, was to 
convince them to provide their financial data for ana- 
lysis. “We worked on building a business plan for the 
dealer to ensure profitability," says Khattar. 

The early adopters began to show results, after 
which the strategy had more takers. To the dealers 
surprise, the conversion ratio went up — not by 3 per 
cent, but by 10-35 per cent. Since then, Maruti has 
managed to convince dealers to more than double 
the number of sales executives to 5,700. In 2003-04, 
95 per cent of its dealers were profitable. In the previ- 
ous year, only 85 per cent had reported profits. In fact, 
most of those who were in the red in 2003-04 were 
new dealers, who were vet to account for higher 
depreciation in the first few years. 

But Maruti hit upon a major hurdle when about 
75 of its dealers were unable to follow this strategy. 
They were either very small (selling less than 75 cars a 
month) or were not making enough money to invest 
in the initial ramping up of sales force. Maruti made a 
special package for them, underwriting about half 
the cost of increasing staff strength for a year. The 
package also includes giving up to twice the normal 
credit to dealers for investment financing. 

In our survey, Maruti has topped the sector rank- 
ings and risen to No. 5 in the overall rankings. A year 
ago, it was a different story. In the sector, it was ranked 
No. 3 after Hero Honda and Bajaj Auto. In the overall 
ranking, it was at No. 12. In the process, it has made 
the entire dealer fraternity Maruti loyalists. m 
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We give respect where it due 


AMPATH Kumar Moorthy, president, 
Sundram Fasteners was recently in the 
China office of General Motors. He was 
there to win business for Sundram Fas- 
tenerss China plant, commissioned six 
months ago. He was planning to kick- 
off the meeting with a background presentation 
about his company. Just as he was getting started, a 
GM official interrupted him: “We know all about Sun- 
dram Fasteners. Don't waste your time with a corpo- 
rate presentation. Let's talk business." 

That is respect. 

About a decade and a half ago, when Suresh Kr- 
ishna, chairman and managing director, set out to 
break into the international market for fasteners, he 
realised that he had to first earn respect from the cus- 
tomer before he could win business from them. 
Today, it would be safe to say that Sundram Fasteners 
has achieved that objective — in Shanghai, Detroit, 
Malaysia and, most recently, in Cramlington (near 
Newcastle), UK, where it has just acquired a forging 
plant. "When you talk about powder metal parts or 
fasteners, everybody in the US knows us. We don't 
have to introduce ourselves. Those days are gone," 
boasts the usually-modest Krishna. 

sundram Fasteners has been one of the pioneers 
in the attempt to make India an auto-component 
production hub for global markets. In the early-90s, 
the company was among the first in India to sell to a 
large automotive company (radiator caps to GM). 
Now the company boasts of an impressive export fig- 
ure of Rs 240 crore. 

Three events helped Sundram Fasteners extend 
the respect it enjoys in the Indian market into the in- 
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Suresh Krishna believes 
that winning the respect of 
the customer comes first. 
Everything else follows 
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AUTO ANCILLARIES TOP 5 











INDUSTRY SNAPSHOT 


* This is the first time that Auto Ancillaries 


has been surveyed as a separate category. 
It was part of the auto sector last year. 


* No. 2 MICO has scored over No.1 Sun- 


_ dram Fasteners in ‘Ability to attract talent’, 


unable to match the performance of the 
_ backroom boysin the industry. 


ternational arena — the setting up of a fastener plant 
in China, the acquisition of Cramlington Precision 
Forge, UK, and the buyout of Autolec Industries. 

The real test was the Rs 12-crore acquisition of the 
the Cramlington precision forging unit of Dana 
Spicer Europe early this year. Even though the plant 
was making a highly specialised product (bevel 
gears), its very existence was at stake. Its only hope for 
survival was a significant expansion in order to 
achieve better economies of scale. But parent Dana 
was not interested in this line of business. It was con- 
sidering two options — shut down the plant or 
relocate it to the Czech Republic. 

That was when Sundram Fasteners stepped in. It 
had plans to double the capacity of the plant and to 
use it as a beachhead to export its own products into 
Europe, but the demotivated employees wouldn't lis- 
ten. "They were all in the shutting down mode. The 
challenge was to wrench them out of that frame of 
mind, and convince them that we are not going to 
shut down," recalls Krishna. 

Once again, he was faced with the challenge of 
winning trust and respect. And once again, he suc- 
ceeded in doing so. He has since convinced the em- 
ployees about his plans, and the Cramlington plant is 
now expected to double its sales to Rs 50 crore in the 
next two to three years. 

It's a rather simple philosophy that has helped 
Sundram Fasteners earn the respect of its stakehold- 
ers. "Respect arises out of fair dealings. Fair dealings 
form the foundation of partnership — a partnership 
consisting of the company, customers, vendors, em- 
ployees, lenders, shareholders and the society. A fine 
balance amongall the partners provides the platform 
for respect," says Krishna. 

That philosophy will be challenged as the global 
manufactured outsourcing wave gains momentum. 
In an environment where US companies are very 
keen on sourcing from India, companies will need 
new skills and understanding to retain customers. "A 
deep understanding of issues like product liability 
and recalls, product design and development skills, 
and the ability to deliver constant cost reductions 
hold the key." Old themes like quality and delivery are 
taken for granted today. 

There is a simple practice that Krishna has been 
following for the last forty years. He makes it a point 
to visit every company location and talk to all the em- 
ployees at least four times a year. "Our employees 
know exactly what we are planning and doing, right 
from the China plant to the strategy that India is just 
one part of our manufacturing plan," says the chair- 
man of Sundram Fasteners. His employees respect 
him for that effort. Ll 
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No. 2 

MICO 

M. Lakshmi- 
narayan, 
Joint MD 


No. 3 
Bharat 
Forge 
Baba 
Kalyani, 
CMD 
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* The top winners this year have shot 
ahead. No.1 HDFC Bank was No.4 last year; 
No.2 ICICI Bank was No. 6 in 2003. 


* With the ascent of private sector banks, 
last year's winner, State Bank of India, has 
been ranked at No.3 this year. 


* No.3 SBI scored higher than No.l HDFC 
Bank on ‘Global competitiveness’, ‘Ability to 
cope with recession’ and ‘Ethics’. 


T has 379 branches and 900 ATMs in 183 
cities. HDFC Bank has grown at a blistering 
pace since 1995, with its net profit growing 
at an annualised average rate of 104 per 
cent. Its retail loans have risen from Rs 845 
crore in 2001 to Rs 7,325 crore in 2004. Its 
size is now comparable to some of the smaller public 
sector banks which dominate India's landscape. 

When they first set up shop in 1995, India's private 
sector banks raised the bar for customer service — at 
least for those who weren't affluent enough to afford 
the highly priced foreign banks. But with all the fast 
growth, maintaining customer service levels has 
been difficult — just look at the queues outside 
the ATMs of private banks. 

There are other challenges too. The rise in interest 
rates has meant a slump in trading profits on govern- 
ment securities. HDFC Bank earned just around 9.8 
per cent of profits from treasury in 2003-04 — down 
almost 10 percentage points from 2002-03. The 
heavy lifting will now have to be done by the core 
business: retail banking and corporate banking. How 
well are they equipped to handle the challenge? 

So far so good. About 60 per cent of HDFC Bank's 
business comes from wholesale banking, with the 
balance from retail banking. The latter's profitability 
grew from Rs 388.3 crore in 2002 to Rs 884.8 crore in 
2004. But even margins in the retail business have 
shrunk by 1.2 percentage points since 2001 due to ris- 
ing competition. And with extraordinary growth 
have come the higher risks of non-performing loans. 
Between 2003 and 2004, HDFC Bank's retail NPAs 
rose from Rs 7.5 crore to Rs 40 crore. Of course, rela- 
tive to total assets, that's still below 2 per cent. 

To tackle the shrinking margins, the bank is look- 
ing at new products like private banking and advi- 
sory, commodities, as well as expanding its role in ar- 
eas like capital markets and credit cards. "Our aim is 
to be among the top three players in each product 
line, otherwise we cannot invest in the business," 
says managing director Aditya Puri. 

Asecond way of growing is to expand into new ge- 
ographies. "Today, more than 30-40 per cent of the 
growth is coming from outside the main metros," 
says Puri. This trend is set to continue. The bank is 
also planning to tap the huge NRI market overseas. 

Despite the rise in retail NPAs, Puri says the bank 
is ableto manage the risks of this growth. "Around 60- 
70 per cent of our credit cards are being given to our 
own customers, whom we know,” says Puri. "You 
won't find us offering you free cards through the 
mail." Managing growth, controlling risks and main- 
taining customer service levels will be the main chal- 
lenges for HDFC Bank in the years ahead. Li 
AVINASH CELESTINI 
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No. 2 

ICICI Bank, 
K.V. Kamath, 
managing 
director and 
CEO 


No.3 

State Bank 
of India 
A.K. Purwar, 
chairman 


May the grass always 


grow greener on your side. 
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No. Í NOKIA INDIA 











LOBAL corporations, particularly 
world leaders, are rarely open to 
localisation of their products and 
strategies. For most of them, the 
term ‘glocal’ is more a smart man- 
agement term than a pointer to 
act local. For Nokia India, however, glocal is becom- 
ing more ofa habit. 

In its first experiment with localisation in 1998, 
Nokia believes it created a bond with the Indian con- 
sumer with tunes like Sare jahan se achcha in its 5110 
model. In 2000, its first Hindi user interface in the 
3210 model gave Nokia the confidence to target its 
product development efforts at the Hindi-speaking 
population. Next year, Nokia introduced the Hindi 
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's focus on 
the Indian consumer has 


made Nokia India a 


| 


billion-dollar organisation 


text messsaging facility in the 3610. 

But last year, Nokia India became more Indian 
than ever before. It launched two models — 1100 
and 1108 — that had been developed specifically for 
India, after intensive research on the Indian cus- 
tomers specific needs. The phone gave an integrated 
torch, a sheath-covered keypad for dust protection 
and a slip-free grip. 

The models were creations of Nokia's Mobile En- 
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Crompton Greaves touches our lives every day 


“Every day of the week, every week of the year, since 1937, Crompton 

Greaves has touched lives in many ways. Somewhere it provides pleasant 

breeze. Somewhere it helps pump water. Somewhere it lights up homes, | | Crom p ton 
offices and streets. Somewhere it regulates trains. Somewhere its critical CGS 

equipment runs the core industry. Somewhere it helps the country grow Low "- Greaves 


by exporting worldwide. Somewhere or the other Crompton Greaves EVERYDAY SOLUTIONS 


provides a solution" website : http;//www.cglonline.com 
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INDUSTRY SNAPSHOT 


* Cellphones have been included for the 
first time in this year’s survey; Nokia has un- 
seated Titan and Philips from the No. 1 slot. 


* Titan Industries scored higher than 
Nokia India in only one parameter — ‘Social 
responsiblity’. 

* Samsung India has moved up from No. 5 


to No. 3 this year while Philips India has 
fallen from being joint winner to No. 5. 


try business unit — a team created to focus exclu- 
sively on developing products for markets with high 
population and low penetration. India, apart from 
China, Indonesia and Africa, was one of the top-pri- 
ority markets. 

The strategy seems to be working. Nokias first 
'Made for India' model, the 1100, is the largest selling 
model in the Indian GSM handsets market. Some of 
its features, like the torchlight, have become standard 
in models like the 3112 CDMA handset. Nokia's mar- 
ketshare has gone up from 58.2 per cent in July 2003 
to 59.6 per cent in July 2004. The five largest selling 
handset models in the market are all Nokia's. Besides, 
the company today has a substantial share of both 
ends of the market. It has 77 per cent of the Rs 3,000- 
4,000 phone market and about 68 per cent of the 
over-Rs 15,000 phone market. 

Beginning next year, non-Hindi speaking cus- 
tomers will also have little to complain against Nokia 
India. The company has prioritised software devel- 
opment in at least seven Indian languages, to begin 
with. The roll-outs will begin in 2005. 

Next, of course, is manufacturing. "We have been 
evaluating manufacturing (in India) for a long time. 
We are committed to development of a robust manu- 
facturing sector," says Sanjeev Sharma, MD, Nokia 
India. What he wouldn' say is how and when. 

Forthe moment, the Mobile Manufacturers Asso- 
ciation — of which Nokia India is a member — has 
hired KPMG to prepare a study on the environmental 
and regulatory factors necessary to manufacture 
handsets in India. The study has involved representa- 
tives from the IT ministry as well. Mobile manufac- 
turers would prefer long-term policy stability if they 
take a decision to invest in manufacturing in India. 

Nokia, of course, is evaluating its own options. 
Foremost, it prefers to set up its manufacturing facili- 
ties around major international airports. There are 
around 400 parts in a handset. The average capacity 
of a mobile handset plant is 20 million units. That's 
eight billion components per annum — a logistical 
nightmare in any part of the world. The more co-lo- 
cated vendors there are, the better it is. 

There is no vendor interest as yet, but even the 
most pessimistic agree that manufacturing handsets 
in India will become a necessity for Nokia very soon. 
The domestic market has already crossed the 40-mil- 
lion-units mark and the grey market has shrunk from 
90 per cent in 2002 to under 25 per cent today. And, 
forthe €23-billion Nokia, India has become the sixth 
largest market. And the country delivers around $1 
billion in annual revenues, in comparison with the 
largest, the US's $4 billion. 

So what's next? A Made-in-India Nokia? E 
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No. 2 
Titan 
Industries 
Bhaskar 
Bhat, 
managing 
director 


NO. 3 


Samsung 
India 
K.5. Kim, 
CEO 


A Quality Product 
fom H SILL 


High-fashion statements in sanitaryware, 


Opal Range 


Designs and styles characteristic of Hindware. 
In many an unusual, stunning colour, 


Setting trends in bathrooms, making them sought after. THE RE: 
ALSO AVAILABLE: BATH TUBS, WHIRLPOOLS, SHOWER ENCLOSURES, FAUCETS AND KITCHEN SINKS, 
HINDUSTAN SANITARYWARE & INDUSTRIES LIMITED (An ISO 9001, 14001 OHSAS 18001 certified company.) 

New Delhi: Tel: (+91-11) 25854656, 25854657, 25750027, 25819142. Fax: (491-11) 25785278. E-mail: delhi@hindware.co.in Kolkata: Tel: (491-33) 22487406. 22487407. Fax: (491-33) 22487048. 
E-mail: hsikolsale@somanyent.com Mumbai: Tel: (491-22) 22044766, 22022247, 22829301. Telefax: (+91-22) 22022247. E-mail: mumbai@hindware.co.in Secunderabad: Te! (*81-40) 
27848416, 27848417, 27848419. Fax (+91-40) 27848418. E-mail: marketing.hyd@hindware.co.in Bangalore: Telefax (+91-80) 51136377. E-mail: bangalore@hin ] 
Chennai: Tel; (91-44) 28220912. E-mail: chennai@hindware.co.in Pune: Tel: (491-20) 4019340. E-mail: pradhan@hindware.co.in Website : www .hindwarebathrooms com 
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VERY employee in Hindustan Lever 
now spends a day with the consumer 
every three months. "You don't have 
to be a brand manager. You could be 
an accountant. The idea is to en- 
counter people and see for yourself 
what they think of your products, your brand, how 
they live, what kind of bathrooms and kitchens they 
have. This enables them to come face-to-face with 
consumer reality," says chairman M.S. 'Vindi' Banga. 

This direct consumer contact has been an im- 
portant part of Lever's attempt to enhance con- 
sumer value for its brands — its biggest challenge in 
the last 18 months. Having simplified the company 
and focused on a handful of brands, the imperative 
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M.S. Banga made inter- 
action with consumers 
mandatory for every 
Hindustan Lever employee 


was to drive sustainable profitable growth. But it 
wouldn't happen simply by doing more of the same. 

After all, there was enough evidence that the In- 
dian consumer had changed forever. "They had be- 
come far more discriminating. Today, they were ex- 
posed to far greater choice both through mass media 
as well as in-shop. What's more, competitive bench- 
marks were changing, be it P&G in laundry at one 
end and Chik in shampoos at the other. We had to 
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For further information, please contact the nearest SBI Branch or Business Planner (P & I) at: Ahmedabad (79) 25506425, 
Bangalore (80) 2997386, Bhopal (755) 5288174, Bhubaneswar (674) 2402448, Chandigarh (172) 2701513, Chennai (44) 
28215443, Guwahati (361) 2606954, Hyderabad (40) 24756758, Kolkata (33) 22130622, Lucknow (522) 2234027, 
Mumbai (22) 22026531, New Delhi (11) 23368953, Patna (612) 2209081, Thiruvananthapuram (471) 2321287. 
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| sector yet again. It had a massive lead over 
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not just delight consumers with the product experi- 
ence, but also excite them with the brand proposi- 
tion, “ says Arun Adhikari, managing director (home 
and personal care). 

For starters, Banga says the company invested 
Rs 400 crore-500 crore to substantially upgrade 
product quality. And at the product development 
stage itself, Lever is no longer just depending on clas- 
sical market research. “If you are designing a skin 
cream packet for a consumer who is only willing to 
pay just Rs 5, then you better go and stay in her house 
and understand how she lives and how this thing fits 
into her life,” says Banga. It is now normal for a prod- 
uct development manager to meet consumers after 
a product test to understand how it performed. “The 
research may tell that the lather isn't good enough. 
But unless you talk to a consumer, very often you 
don't know what is good or bad," says Adhikari. 

Reducing prices or making the brands available 
at right price points (Rel, 2, 5, 10) has also made 
them more accessible to low-income and rural con- 
sumers. “We have taken care to see that the brand 
essence stays the same, but just that it straddles a 
wider price spectrum," says Adhikari. Small sample 
packs have been introduced to cost-effectively reach 
out to consumers. "We believe we can create a cer- 
tain image and aspiration through advertising. But 
when the person actually uses it, there is a huge im- 
pact, provided the product is good," says Banga. 

The focus now is also on fewer, bigger innova- 
tions which are clearly linked to the brand proposi- 
tion. Earlier, brand managers would spend a lot of 
time trying to change the product label or twea the 
pack. "I call this the activity trap," says Banga. "The 
consumer doesn't even notice it. The only brand 
innovation that we want is Big Ideas." Adhikari 
explains: "Earlier, there may have been product im- 
provements. But now, we are sharply targeting it on 
the brand essence. So if the Lux brand is about being 
just gorgeous every day’, then everything about the 
brand innovation aims to move the brand forward 
on what the brand's essence is." 

Advertising, too, is single-minded and liberated. 
Last year, Lux's campaign idea was 'bring out the star 
in you’. "We had alot of on-ground activation... ‘meet 
the star' events, star contests, collection schemes..., 
and a lot of point-of-sale experience," says Adhikari. 
Earlier, Lever would have relied on simple promo- 
tions like offering a free gift or more product. "These 
days we have a marked shift from promotion to acti- 
vation, focused on bringing alive the brand experi- 
ence." Lux has delivered results — but Adhikari be- 
lieves Lever has to now work the same magic across 
its entire brand portfolio, year after year. » 

INDRAJIT GUPTA 
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No, 2 

ITC 

Yogi 
Deveshwar, 
chairman 


No.3 

Asian Paints 
Ashwin Dani, 
vice chairman 
and managing 
director 
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8 out of 10 vehicles in India 
run with a Fenner product. 
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Fenner belts and Pioneer oil seals ensure trouble free, long lasting performance 

* Fenner is the pioneer in belts and oil seals in India 

* The most widely used auto accessories in India 

* AllFenner products are made with unique manufacturing process/technology 

* They're the first choice of OEMs and exported to over 40 countries 

* Fenneris ISO 9001, ISO 14001, ISO/TS 16949 certified and accredited to American Petroleum Institute 
Insist on Fenner products at your next service. 








Fenner (india) Limited 

(An Associate Company of the J.K. Organisation) 

Khivraj Complex - Il, 480, Anna Salai, Nandanam, Chennai - 600 035. India 

Ph: 24312450 - 58 Fax: 24349016, 24320193 Email: apdrep_mhq@fennermail.com Website: www.fenner 
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ESIDENTS in Bangkok eat out 44 
times in a month. Those in Jakarta 
eat out at least 14 times a month. 
And, in India? Market research by 
McDonald’s India revealed that ‘In- 
formal Eating Out’ in Mumbai, for 
instance, is as low as 3.5 times a month — the lowest 
in South East Asia. Other parts of India are no better. 
At least 45 per cent surveyed preferred McDonald's 
as their ‘informal eating-out’ destination, but price 
prevented them from frequenting the outlets. 

That was the challenge that the two 50:50 joint 
venture companies of McDonald's in India — New 
Delhi-based Connaught Plaza Restaurants (headed 
by Vikram Bakshi) and Mumbai-based Hardcastle 
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ia found the secret of 
capturing the Indian cus- 
tomer was affordability 


Restaurants (headed by Amit Jatia)— faced when 
plotting McDonald's growth chart in India last year. 
Going by the survey, the Bakshi-Jatia duo were con- 
vinced that if they could make their menu more af- 
fordable, they had a better chance of attracting those 
45 per cent of the prospective clientele. But since the 
organisation functions on lean manufacturing tech- 
niques, making the menu affordable meant lower 
margins for them. They decided to take the initial hit 
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When it comes to consistent performance, there's no one better to set the standards than Union Bank of India. 


With each passing year its always been a better performance. And a reason why for 85 years we've been able to 
share that success with our 15 million customers. 
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T + Respondents have rated the winner Mc- 


< McDonald's and Pizza Hut have retained 
their No. 1 and No. 2 spot respectively for the 
| second year inarow. 


i "© Last year's No. 3, Domino's has been re- 
Sp placed y CME Coffee Day while Domino's 
3o con zs 


on the margins. The gamble was that the volumes 
will make up for the loss of margins. The offshoot of 
this strategy was the ‘happy price menu’ that offered 
a host of products like Pizza McPuff and the McAloo 
Tikki Burger at Rs 20 or below. The Rs 20 benchmark, 
of course, was arrived at after research showed that 
around 90 per cent of the customers surveyed con- 
sidered it affordable, 

The customers’ response was almost instanta- 
neous. Two of the clear winners in the offering were 
McAloo Tikki Burger — its price was brought down 
from Rs 27 to Rs 20— and the McGrill — whose price 
came down from Rs 28 to Rs 20. As a result, the vol- 
umes of these two offerings have shot up by 300 per 
cent since the ‘Happy Price Menu’ was introduced in 
mid-April this year. 

Then, consider the rub-off on lower-priced prod- 
ucts: sales of the Rs 7 ice cream cone — its price has 
remained at Rs 7 since 1998 — have gone up from 
9,000 cones per month to 1.2 million cones per 
month today. “The volumes have more than com- 
pensated for the loss of margin. I will do this even if 
there is no additional margin, because it provides 
more exposure (to the brand)," says Bakshi. 

As another plank of the affordability strategy, 
Bakshi and Jatia have introduced a new concept of 
McDonald's Dessert Kiosks. These are either located 
within the existing outlets or within 5- 
walking distance from the existing outlets (to ensure 
they can be serviced from current outlets). The 15 
kiosks that have already been set up offer desserts 
starting at Rs 7. “With these, we have been able to 
bring a new value-equation to the customer,” says 
Hardcastle’s Jatia. 

For those who don't want to venture out, in April 
this year the two JVs introduced home delivery. Un- 
like many restaurant chains where home delivery 
calls are received by the respective outlets, McDon- 
ald's has set up a call centre where all calls are re- 
ceived. The call centre is supported by a back-end, 
which links it to each of the restaurants. By the origin 
of the call, the software recognises which store must 
service the request. As soon as the call centre execu- 
tive feeds the order, a pop-up appears at the outlet 
that is supposed to service the order. More impor- 
tantly, in an industry first, Mcdonald's India charges 
Rs 10 per delivery though there is no minimum order 
limit. Technically, a customer can even order a Rs 8 
ice cream over the phone. 

And, finally, as part of its “I'm lovin’ it" campaign, 
the McDonald's outlets have been jazzed up with 
plasma televisions that work as video jukeboxes. Go- 
ing by the response of the customers, they are cer- 
tainly ‘lovin’ it.’ D 
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No. 2 
Devyani 
International 
(Pizza Hut) 
Ravi Jaipuria, 
chairman 


No.3 

Café Coffee 
Day 

Naresh 
Mathotra, 
director 
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CONSISTENCY 


A quality we've come to expect 
» from EPSON Dot Matrix Printers. 


With an EPSON Dot Matrix Printer you con be sure that your print jobs go without a hitch. 
However demanding a job, an EPSON Dot Matrix Printer is built to deliver. So if reliability 
matters, simply turn to an EPSON - the world's No.1 Dot Matrix Printer. 





Epson LQ-1150 
The World's No.1 ..EPSON Dot Matrix Printers... 
Dot Matrix Printer; ROCK SOLID RELIABILIT 
Toll free Helpline No: 1600 440011 9am to 9pm oi 
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NAMAS BHOJAN! 


Nandan Nilekani expects his company's heavy depend- 
ence on the North American markets to be reduced by 
its push into Australia, China and Europe 









: i iu furias A ite whas emg senise 
Ay — AN INVITATION TO EXPAND YOUR HORIZON 
| Mahindra City - Now with the Special Economic Zone Advantage 
SAs oin] | e World-class infrastructure e Tax holidays @ International lifestyle e Hassle-free operations 


Economie Zona 





SPI ET NE SRM LL PS a SR — €: | 
(4 , -— ' f Ts * 4 iw e s : - L 2 * oe. 4 r 
X4, EHS bi noma Gracity.cc m website: w i Au undri cny.com | /—— Enmvironmentfirst.— 

= 2 0o vade 


— 








NAMAS BHOJANI 


SANJIT KUNDU 


IT TOP 5 








* TheTop Sin the sectoral renkingsbavere. 
tained their slots. The No. 6 of last year, 


Hughes Software, has been replaced by NIIT. 


æ Infosys got its highest ratings in ‘Returns 
to shareholders’ while Wipro earned it in 


‘Quality of top management’. 


- Last year’s No.10, Polaris Software, has 
moved up to No. 8 this year. No. 7 HCL Tech- 
nologies has retained its position. 





the faith of the respondents. 

Infosys scored high in ‘Quality of Top Manage- 
ment. Respondents were impressed by the manage- 
ment's unprecedented focus on business resilience. 
“I tell people, we're only as good as our last quarter. 
We must respect and learn from people who are bet- 
ter than us. Most organisations go downhill because 
they become arrogant. (Because they) don't respect 
competitors," says chairman and chief mentor N.R. 
Narayana Murthy. 

One of the first resilience-enhancing initiatives 
was to raise the focus on Europe. The company’s Eu- 
ropean revenues have grown from 19 per cent in 
2003-04 to over 22 per cent by the first quarter of the 
current financial year. 

In December 2003, Infosys acquired Australia's 
Expert Information Services for $24.3 million. Re- 
named Infosys Australia, it not only gave Infosys the 
much needed entry into the telecom architecture 
and servicing areas but also a crucial foothold in that 
country. Infosys also set up a fully owned subsidiary 
in China with an initial investment of $5 million. CEO 
Nandan Nilekani expects Europe, Australia and 
China to reduce the organisations over 70 per cent 
dependence on the North American market. 

For the verticals, the company has a Domain 
Competency Group that studies the impact of new 
technology in the business of its customers and 
whether Infosys can benefit from them. 

This focus on growth, of course, forces Infosys to 
confront the issue of scaling up seamlessly. Infosys is 
trying to tackle scalability on both the human re- 
sources and infrastructure fronts. The training centre 
at its Mysore campus is the world’s largest and can 
train up to 13,000 people annually. 

Infosys already has about 4.5 million square feet 
of infrastructure and over 2.7 million square feet is 
under construction. The most significant initiative is 
the 1,500-seater disaster-recovery centre at Mauri- 
tius — a six-hour flight from Bangalore. 

Each Infosys campus is designed to act as disaster 
recovery site for another. Building-to-building shift- 
ing can happen within four hours and from one cen- 
tre to another in a maximum of 48 hours, in a crisis. 


The data cartridges sent to the US, Europe and Mau- 


ritius can help restart the work even earlier. 

For Infosys, clearly its actions speak more than 
words. That should convert a few more of its sceptics 
into believers. = 
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N theIT sector this vear, Infosys Technologies 
has topped on all the 19 parameters of the 
survey. By delivering a growth rate in excess 
of 50 per cent in both sales and profitability 
over the last five years, Infosys has lived up to 
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AST year, the Mumbai-based 
Rs 10,205-crore Larsen & Toubro 
(L&T) shed its cement business in 
what started as an acrimonious battle 
but ended in an amicable settlement. 





The engineering giant lost a third ofits 
sales in the process but became India’s first company 
to be largely run by employees and financial institu- 
tions. But, that is not the reason why L&T was voted 
as the country’s Most Respected Infrastructure 
Company this year. 

L&T makes engineering equipment, heavy ones 
at that. It earned its bread and butter from making 
the huge columns in chemical plants, big specialised 
vessels and towers where reactions take place. Last 
year, L&T consciously decided to stop making this 
equipment. Instead, it will focus only on making still 
highly specialised equipment like nuclear reactors, 
missile launchers and deep-sea oil rigs. It will be the 
only company to do so between Europe and Japan. 

You may wonder — L&T has lostits cement busi- 
ness and now it is vacating a business that con- 
tributed substantially to its turnover — how will the 
engineering giant replace these businesses and grow 
bigger? Says chairman and MD A.M. Naik: "We sim- 
ply cannot be doing the same thing just because we 
are making money in a business. We have to evolve 
and go higher up in the technology ladder." 

True, it is necessary for companies to evolve. But 
has Naik chosen the wrong time to do so? After all, in- 
dustrial activity has picked up in India after a five- 
year lull. The economy is growing at a faster clip than 
in the late 1990s and companies are again planning 
to invest more in expanding their businesses. If L&T 


‘is shedding 
bread-and-butter 
businesses and going up 
the technology ladder 
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it for the future 


Infrastructure builds a nation. And it is not a matter of one single day. It requires 
single-minded focus on consistent quality that will withstand the Test of Time 



















Shyam Stee! measures up as the preferred choice for TMT Bars and Structurals 
for major infrastructure projects that builds the nation that has a strong future 


© Only integrated Steel Plant in the Secondary Steel Sector having 
Sophisticated Continuous Billet Casting Plant in Technical Collaboration 
with Concast Standard of Zurich and TMT Bar Plant with Thermex 
Technology in Technical Collaboration with HSE Germany 


© High Grade TMT Bar - Fe 500/ Fe 550 as per IS 1786 and Structural Steel 
as per |S 2062 


e CRS TMT Bar - High Corrosion Resistant TMT Bar for coastal areas 

© |S0 9001:2000 Certification 

© Approved by DGS&D, CPWD, RDSO,MES, Indian Railways & Metro 
Railway 

© Sophisticated logistic support to ensure timely delivery 

e Largest Conversion Agent of SAIL in Easten India 


SHYAM STEEL INDUSTRIESLTD. 
Where Quality is Re — 


A a « White Towers, 115, Colle: —* Kolkata 700 O12 ndia 
Phone: 2237 3333/3311/2 211 91-33-2225 
E mail ssi@shyamsteel con Webs ite: www sh yan nsteel.con 
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INDUSTRY SNAPSHOT 


* This year, Tisco has unseated last year's 
No. 2, BHEL, from the slot; L&T was the win- 
ner last year as well. 


*Tisco has built up a remarkable lead over 
BHEL and is inching closer to L&T on most 


ofthe 19 parameters. 


*Tisco has scored higher that L&T in 
‘Ethics’, ‘Social Responsibility’ and ‘Environ- 
mental Consciousness’. 








were to limit itself to niche areas in the engineering 
equipment business, it will have to forego much of 
the opportunities coming from this accelerated in- 
dustrial growth. 

Naik thinks otherwise. He says that L&T has en- 
gineering skills that are difficult to find in the coun- 
try. Barring the state-owned Bharat Heavy Electri- 
cals, the other engineering companies are less than 
one-fifth the size of L&T. They make engineering 
equipment and execute projects, but nowhere on 
the scale of what L&T does. These companies, which 
all want to scale up, always want to hire L&T trained 
engineers. 

Then, there is another wave of demand for L&T's 
engineers in the Middle East. Earlier, in a typical 
Middle East company, the owner/promoter would 
be an Arab. The top two lines of managers would be 
from America or Europe. Now, after the war in Iraq, 
Naik feels that fewer expatriates from these two re- 
gions want to work in the Middle East. Arabs too 
want to employ fewer Americans. This has increased 
the demand for Indian managers, who get posted 
higher in the hierarchy than before. 

The salaries and perks are far higher than what 
L&T can offer them. This has weaned away good tal- 
ent from the company in the last few months. So 
have the scores of multinational engineering com- 
panies like Bechtel, GE and ABB which have set up 
shop in India. Says director Y.M. Deosthalee: "L&T's 
business is completely and totally people-oriented. 
The talent issue, therefore, is a critical one for us." 
Naik says losing good people hurts more than losing 
some business. 

Naik argues that moving up the technology lad- 
der is a good way to retain his prized engineers. 
When L&T gets its certificate to build the Chevron 
technology reactors in oil plants later this year, it will 
join a very select club of companies who can do so. 
L&T will be the only company in this part of the globe 
that builds entire ports and does a lot of sub-sea en- 
gineering. There are plans to grow the information 
technology business into India's hub for IT-enabled 
engineering services and embedded software. 

Naik says that the new high technology busi- 
nesses will offer what its competitors can't — the 
challenges of a gamut of hardcore high technology 
engineering work. 

Will Naik’s plans succeed? L&T closed the year 
2003-04 with an order backlog of Rs 17,131 crore, an 
increase of 24 per cent over the previous year. Its 
market capitalisation zoomed 400 per cent despite 
the loss of its cement business. 

The market already seems to have sensed a win- 
ner in Naik's new strategy. « 
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smarter returns. 


* Wide network and service centers across the country 
* Over 81,000 satisfied investors * Total owned funds — Rs 22.371 crores 
* NPAs - 0.0016% * Capital Adequacy Ratio of 39.41% 








faster returns. 


* Redemption without surrendering of bond certificate * Electronic Clearing System facility 
available * Easy issuance of bonds * Demat facility available on fresh application 


CAPITAL and Rural Development 
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| v^ Revitalising rural India through urban support 
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WO years ago, when S.B. Mathur 
took over as the chairman of Life In- 
surance Corporation of India (LIC), 
he faced the uphill task of realigning 
its business in a declining interest 
rate regime. On 31 October 2004, 
when Mathur retires, he will be a satisfied man. In 
the last two years, LIC has replaced its high-interest, 
yielding-products, which were proving to be “a 
drag”, with new products. But it was easier said than 
done to get customers to accept products that of- 
fered 7-7.5 per cent interest as opposed to 9-10 per 
cent. "Changing people's mindsets was a challenge," 
points out Mathur. 

There were other hurdles too. From 2001, LIC 


BUSINESSWORLD B 


S 





| , LIC’s 
outgoing chairman, has 
realigned the insurance 
major’s business 


was subject to Insurance Regulatory & Development 
Authority’s (IRDA) regulations on capital and sol- 
vency margin. It had to take measures to make the 
solvency margin requirement minimum, So, it de- 
cided to shift focus to unit-linked products — a 
change that did not find favour with its 11-lakh-plus 
agents. "It was a huge challenge, as agents were re- 
luctant to market the product," says R. N. Bharadwaj, 
managing director, LIC, who is tipped to succeed 
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* Included for the first time, the sector saw a 
very stiff fight for the No. 2 slot between 
HDFC Standard Life and ICICI Prudential. 


* HDFC scored more in the ‘Ability to attract 
and retain talent’, ‘Ethics’ and ‘Overall qual- 
ity’ parameters. 


* ICICI Prudential scored higher in areas 


like ‘Quality of top management’, ‘Dy- 
namism' and'Consistent performance’. 


Mathur as LIC's new chairman. 

Despite that, LIC was able to secure a new pre- 
mium income of Rs 373 crore from unit-linked prod- 
ucts, Perhaps it was helped by the fact that private 
majors were also pushing these products hard. This 
year, it has raked in Rs 1,200 crore from unit-linked 
plans, and it contributes 28-29 per cent of its new pre- 
mium income. LIC feels it could emerge as the No.1 
player in unit-linked products by the end of this fis- 
cal. Another product that has helped LIC make a 
comeback is group insurance. 

To cope with declining interest rates and improve 
its investment yield, LIC focused on its treasury oper- 
ations. This paid off: in 2003-04, LIC made capital 
gains of nearly Rs 3,400 crore from trading in equities 
and government securities — a 1 per cent increase in 
the yield over the previous year. This year, LIC has al- 
ready booked profits of Rs 1,800 crore. "Earlier, the 
thinking was to hold onto the equity and not trade. 
Now, we take advantage of market conditions and 
book profits," says Bharadwaj. 

Two other significant initiatives have been data 
warehousing and claim recycling. LIC believes that 
there are many satisfied customers who may want to 
reinvest their money. Last year, for instance, it paid Rs 
24,000 crore of policy proceeds. "Not everyone needs 
the claim money immediately. Some of them want to 
invest. We want that money to be reinvested in LIC," 
explains Mathur. So LIC writes to customers four 
months before the maturity date, asking them to 
consider this option. Once its customer database 
goes online, this task would become easier. 

With 15.60 crore policies, LIC today has probably 
the largest database in the country stored across its 
2,048 branches. Now, Wipro is implementing a data 
warehousing project for LIC, helping it create a cen- 


tralised database so that it could study the habits of 


its customers and their preferences — whether a cus- 
tomer pays premium on time, and so on. 

Even as Mathur gets ready to hang his boots, one 
area he would have loved to show more results is ban- 
cassurance, which accounts for barely 1 per cent of 
LIC's new premium income, against 30-35 per cent for 
the private majors. Tving up with banks could help re- 
duce LIC's marketing costs, as there's only one laver, 
unlike an agent and a development officer in the con- 
ventional channel. In future, LIC expects 5 per cent of 
its new premium income to come from this channel. 
"It's a process which starts slow. But once it picks up, it 
will gain momentum," says Mathur. Already, Corpo- 
ration Bank has collected Rs 8 crore of premium this 
year and UCO Bank, which was nowhere in the pic- 
ture last year, has collected Rs 4-5 crore. Mathur 
would be hoping that they deliver more. LU 
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a strong silence, a hush, an ovation. 


A T he funny thing about it is, 
Sat that while it may take a lifetime to earn, 


it's lost in a blink. 
e For those in Corporate India who've held 
our rock-solid respect, 


the Businessworld Most Respected Company Awards. 


‘ 
+ 
Aes 
- 
(T 


by peers and not a jury 


* 

d 

5 
- Li 





"Ie me 

i. a Sd. m à 

NC n į 
. "o. 
AE T 





The new sign of success 





presents 





We give 


in 


respect where its due 


association with 


Bharat 


National insurance "|^ Forge 
Co. Limited 


PHILIPS E Ambii 





Businessworld 


Play the game 
OCTOBER 29 | MUMBAI 


— Category Sponsors ———— 


*- 

oe 

oe 

| 
eitr 

See ETTET 


MAHINDRA, 


umen bt wines orpomme 


Event Managers 


gott ttn, 
2 








CITY 


TV Partner |Research Partner 


ie 


Profs Frum n 


ee aom ta AD d di nad 





B armi 


Ae i UN 


—— — 


SECTOR IT-ENABLED SERVICES 






(manm 





SNNN a 
* y 


Wr Rite respect where itt duc 





People first 


AMAN Roy, chairman of Wipro Spec- 
tramind Services, has a problem that 
every CEO would love to have — 
managing growth. It has reached a 
stage that, at times, Roy has to arbi- 
trate which of his strategic business 
units’ (SBU) sales team should use the boardroom for 





client meetings. 

Typically, meeting rooms are booked in advance. 
But the SBU sales teams, always eager to impress 
their clients, turn their sights to the most impressive 
room Wipro Spectramind has — the boardroom on 
the fourth floor of the company’s headquarters in 
Delhi's Okhla Phase III. Before deciding, Roy of co- 
urse assesses which client has the maximum poten- 
tial. He ends up exasperating the teams with smaller 
clients. Business, after all, takes precedence over 
emotions in the corporate world. 

There is so much business that the company's 
‘highly ambitious’ target of hiring 500 people a 
month, set four years ago, seems like a joke today. 
Even 1,800 new people coming on board every 
month isn't enough! This is partly because of the 
demand and partly because every company in the 
industry loses more than 15-20 per cent of its work- 
force per year to attrition. "Shortage of people is the 
single biggest threat to this business. I have 4,800 
people under training, but I have business for double 
that number," says Roy. 

Each of the company’s three SBUs today is larger 
than the Spectramind, Wipro bought in 2002-03. 
"Growth is the challenge. We still don't know how to 
manage it," confesses S. Varadarajan, vice-president, 
Wipro Spectramind Services. 


For Raman Roy, ensuring 
respect and dignity for 
every employee is one of 
the biggest priorities 
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“Wipro Spectramind secured the sector's. 


highest score on any parameter — 102 for 
‘Corporate/product brand management’. 


MsourcE gave stiff competition to No. 3 
WNS Group. It scored higher than WNS in six 
of the 19 parameters. 


| ICICI OneSource — poliis than 
. No.3WNS in ‘Social responsibility’ and 
‘Environmental consciousness. 





By its very nature, the BPO business is highly de- 
pendent on people. The company believes that re- 
lentless focus on people is the only way to manage 
high growth. In the process, it undertakes the busi- 
ness that is core to the company’s performance, The 
rest is outsourced. For instance, the recruitment and 
training (particularly, bridge training between hiring 
and actual placement on a job) process is almost 
entirely outsourced to about 45 agencies who have to 
assess people on their learning attitude, attitude to 
serve, and ‘fire in the belly’. 

Today, only 8-10 per cent of those who walk into 
the company for jobs are selected to serve, but it is for 
the recruitment agencies to identify candidates who 
fit the characteristics Wipro Spectramind wants. 
Once these people are on board, the biggest problem 
is attrition, especially that of trained people whose 
productivity is very high. While attrition on day jobs 
could be as high as 18 per cent, that for night-time 
jobs can be a nightmarish 40 per cent or above. 

To curb company-hopping among executives, 
Wipro Spectramind became the first to sign non-hire 
agreements with other BPO companies. It has such 
agreements with 14 BPO companies. The tack is most 
effective against first- and second-level executives — 
the levels where attrition is the highest. For some, 
these agreements stretch to all levels of hiring. 

With the new recruits, the company enters in à 
15-month employment agreement, enforceable in 
case they wish to leave the company. If they wish to 
jump the agreement within six months of joining, 
executives are required to pay a fee of Rs 35,000. They 
have to shell out Rs 70,000 if they decide to leave be- 
tween the sixth month and a vear. Those who choose 


to stay beyond the 15 months get an incentive of 


Rs 15,000 per annum. 

One of Varadarajan’s primary responsibilities is to 
ensure that those who prefer to stay with the com- 
pany get a work environment that is open and demo- 
cratic. As for Roy, his special instructions are to 
ensure dignity and pride at work. “What's important 
is respect and dignity for the employee. We have a 
fetish for that. I have sleepless nights wondering 
whether the immediate supervisor is living the same 
value," says Roy. 

Wipro Spectramind has around 650 supervisors. 
The company has initiated skip-level meetings 
where employees get to meet the bosss immediate 
superior without the presence of the boss himself. 
This, the company believes, gives confidence to em- 
ployees that their concerns will be heard at all times. 

The net result of all these measures, of course, 
should be lower attrition. Wipro Spectramind has 
succeeded in addressing just that. 3 
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believes Star’s ability to focus makes it 
the No. l TV broadcasts by far. Will that strength hold as 
Star diversifies into South India, wireless and DTH? 
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* Prannoy Roy's NDTV has made a remark- 
able jump from No. 5 last year to No. 2; Balaji 
Telefilms was not in the Top 10 last year. 


«* No.2 NDTV has scored higher than Star In- 
dia in eight of the 19 parameters while 


recording a tie in 'Belief in transparency’. 


* Bennett, Coleman and Co. was No. 4 last 
year while Sony Entertainment TV was No. 3 


last year. 


ETER Mukerjea is in mortal danger 
every night. His audience could walk 
away to Jassi or to Astitva, to sports ol 





TV homes that form prime-time audi- 





ences start clicking their remotes in 
their eternal quest for ‘something nice to watch 
Where they go, advertisers and cable operators fol 

low. It is a nightly battle that Mukerjea, CEO, Star TV 
India, has been fighting, for four years now. It is a bat 

tle that he has been winning for four years now 

"Given the competitive nature of the industry, the low 
levels of viewer loyalty, there is no guarantee that 
someone will stay on top. The fact that we have main- 
tained our market position is to my mind a key 
achievement," says Mukerjea. So, what does it mean 
to hold over 55 million Indians captive to a small box? 

It means that Star has crossed the bridge from a 
has-been broadcaster to India's second-largest me- 
dia company in four years. If you split a few hairs, add 
its share of ESPN-Star Sports revenues, then Star is al- 
ready India's largest media company, almost on par 
with leader Bennett, Coleman and Co., which 
clocked Rs 1,481 crore in July 2003. More importantly, 
itis a shining example of the potential of the $5-bil- 
lion media and entertainment sector, one that has 
disappointed investors so far. That Star India brought 
in a big chunk of parent News Corporations Asian 
profits is the biggest indicator to the Disneys and Via- 
coms that India rocks, if you know how to play the 
saas-bahu game. If Rupert Murdoch can make 
money in India, then alot of the others now think that 
they can too. What worked? 

Bridles. Mukerjea says that he and his 10-mem- 
ber executive team, which meets religiously every 
Monday morning, have “focused all our investment 
single-mindedly on TV content, and not got involved 
in other opportunities that came our way — multi- 
plexes, cinema, outdoor or print." It sounds rather 
boring, but one look at the crazy fragmentation in the 
media and you know why investors lose. There are 
6,000 TV software firms, 35,000 cable operators and 
hundreds of broadcasters, each doing their own 
thing. Dozens of firms unable to cope with the man- 
agement issues or the revenue pressures of scale can 
hardly create value. So focus makes sense. 

You could ask that if the bridles are on so tight, 
how will Star grow, beyond Star Plus and broadcast- 
ing? Mukerjea's answer: wireless and South India, es- 
pecially the former. "From a management band- 
width point of view, if we had to decide where will we 
get better returns, South or wireless, I would argue 
wireless," says Mukerjea. New businesses, new rivals, 
new battles — is it time for better bridles? 3 
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HEN Mahesh B. Lal took 
over as chairman and 
managing director of Hin- 
dustan Petroleum Corpo- 
ration (HPCL) in June 2002, 
it was up for privatisation. 
The joke in oil circles was that he would be in the post 
for only a couple of months. “The biggest challenge 
was to get the morale of the employees up. You can't 
imagine the kind of uncertainties that are there in 
people's minds if a company is going to be priva- 
tised," recalls Lal. 

The main worry related to their future in HPCL. 
This had its own implications on the company's 
working, employees and long-term plans. Whenever 
the company approached the government with a 
new plan, the response would be: "Don't waste your 
time, you are going to be privatised. Take it easy." 

Lal's challenge was to get his employees to start 
talking again about the future — for themselves as 
well as for the company. To motivate them, the HPCL 
management held an exercise where everyone artic- 
ulated the vision of the future they wanted to create 
for themselves and the company, irrespective of pri- 
vatisation. The exercise threw up a host of ideas, 
which were then converted into action plans. "We 
said, let's close our eyes to the prospect of privatisa- 
tion. [fit happens, we will see. We are a going concern; 
let us continue to work as HPCL. There's a good 
chance that we may not be privatised. Why lose time 
till this issue is decided?" says Lal. 

The other problem was that HPCL was perceived 
to be a laggard among the three public sector oil ma- 
jors (Indian Oil, Bharat Petroleum and HPCL). Per- 
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æ Very little differentiates the Top 4 in the 
sector, even the No. 4 scored higher than the 


No. 1 on many parameters. 


æ The No. 5, BPCL, was the sector winner in 
2003; Indian Oil, Reliance and ONGC have 
retained last year's ranks. 


«Gail (India) has moved up one rank to the 


. No.6 position while Castrol has slipped two 
ranksto No. 7. 


haps, that's why it got picked up for disinvestment. 
No wonder, there was a general feeling of not doing 
well. It was a very trying time because everybody was 
very concerned. "The character of the company was 
changing; people did not know what to expect,’ re- 
calls C. Ramulu, director (finance). 

When Lal took over (he was earlier with Bharat 
Petroleum), he posed a question to his new col- 
leagues. Bharat Petroleum's (BPCL) and HPCLS retail 
networks were roughly the same size. So, what would 
it take for HPCL to achieve BPCLS level of sales? "Peo- 
ple were taken aback by the question — they said 
"That's the way it has been; we were always behind, " 
says Lal. But, the question did set off a new train of 
thought in HPCL; that there's something it could do 
with the same number of outlets as BPCL. The results 
have started showing. Over the last eight months, 
HPCLS petrol sales have grown faster than BPCLS; in 
the last six months its cumulative petrol sales have 
grown at 5.6 per cent against BPCLS 2.6 per cent. 

It's a similar story in diesel, where HPCL has man- 
aged to grow faster than BPCL, especially in the last 3- 
4 months, though the difference is marginal. How- 
ever, in absolute volumes, BPCL still sells a lot more 
than HPCL. "Consistently there has been an im- 
provement and a narrowing of the gap. It's a very big 
change because in retail you cannot change your 
marketshare overnight," boasts Lal. 

Retail requires a lot of building up, branding and 
changing the perception of customers vis-à-vis the 
competition. For HPCL, the initiatives in automa- 
tion, branding and launching of value-added prod- 
ucts like Power and Turbojet seem to be delivering re- 
sults. Earlier, the company used to add 150 retail 
outlets a year. But last year it added 650 and this year 
it will add 800. 

The retail initiative has helped HPCL change its 
image. This was achieved through a strong branding 
effort, extension of reach, rural initiatives like mobile 
dispensers and Rasoi Ghar, and expanding the net- 
work on the highways through more outlets. The new 
retail identity has given HPCL distinct character. 
"People have started experiencing a difference in the 
service levels at our outlets," claims Lal. The retail ini- 
tiatives were initially driven by BPCL. Today, HPCL 
has been able to catch up and even drive the change. 

Ramulu points out that HPCL has always been 
more efficient than BPCL. In absolute terms, HPCL 
has 1,000 employees less than BPCL, although it 
owns two refineries as against the latter's one. But, 
with private majors like Reliance Industries ramping 
up at a fast pace, it would be interesting to see if Lal 
can consolidate his gains in the marketplace. That 
could be the decider in the long term. es 

RANJU SARKAR 
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Has the paperless office finally arrived? 





Yes, it has. Introducing the new HP Scanjet 8250 Digital Flatbed Scanner. Call it your office 
document manager. Now managing officia! documents will be as easy as it gets w th the new 
HP Scanjet 8250 Digital Flatbed Scanner. Feature-heavy, fast and easy-to-use, it is designed to 





meet the needs of medium-sized business segments, corporate as well as enterprise workqroup: 





With up to 4800 dpi optical resolution and 48-bit colour, one can have impressive results in HP SCANJET 8250 
images and documents. What's more, its 50-sheet capacity Automatic Document Feeder allows "pedi eia NEW 
fast and multi-page scanning with relative ease. So, put an end to endless paper documentation : — - 
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Test tube dream 


"m ‘ 


R. Reddy’s Laboratories (DRL) is 
going through a trial by fire on the 
stockmarkets. Since June 2003, 
its stock price has plunged over 
30 per cent. Lower profits have 
prompted some leading broker- 
ages to put a ‘sell’ tag on the stock. The markets have 
questioned some of the strategies that redefined the 





company in the not-so-distant past — the same ones 
that had made it a darling of the bourses till last year. 


But K. Anji Reddy, the 63-year-old chairman of 


DRL, doesn't seem too preoccupied with what the 

markets have to say. His mind is taken up by some- 

thing far more fantastic: the search for a new drug. 
For the past decade, under Reddy's leadership, re- 
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vision of 
discovery-led success 
is yet to come true. But 
that hasn’t deterred him 


search scientists have been toiling in state-of-the-art 
laboratories in Hyderabad, and more recently in At- 
lanta, US, to bring new drugs to the market for fight- 
ing diseases that range from diabetes to cancer. They 
are in a race with the best in the world to bring break- 
through drugs to the market. True, there isnt any 
such drug yet from DRL, or for that matter from any 
other Indian company. A few early breaks — like a 
dual-acting insulin sensitiser that was the first in a 
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| etm loans | 
| | I believe that most dreams begin with a home. And I've 


£ for dream homes J learnt that dreams do come true with a little help and support 
— All you need is a break. And Bank of Rajasthan is ready to 
give you a financial break to help you realize your dream of your own home, whether it be your 
first home or renovating your existing home, or even a second house. Visit your nearest branch today 
*Competitive interest rates with option of fixed and 
floating rates * No hidden costs * Easy documentation 
& repayment terms * Free Debit-cum-ATM Card and 
Demat account* * Free personal accident insurance* 
* Interest charged on daily reducing balance 
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INDUSTRY SNAPSHOT 
* Dr. Reddy'sis the sector winner for the sec- 


ond timein the last three surveys. Last year's 
winner was GlaxoSmithKline Pharma. 


Cipla, Ranbaxy Laboratories and Pfizer 
have all moved up by one notch over their 


last year's rankings. — 


= Rasbenyhasecored higher than pon 
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class of new drugs — didn't quite make the grade. 

But far from giving up, DRL has consistently 
upped its R&D spends. The year 2004-05 will see its 
highest R&D spend ever, at 12 per cent of revenues. As 
a share of sales, it is close to what multinationals in 
the US and Europe spend on research. But Reddy be- 
lieves there is a difference. “They have a famine; I have 
a feast,” he says, pointing to the productivity crisis 
that R&D labs in big pharma companies are facing. 
Reddy says his scientists are working on at least six 
new projects, and that there are more in the pipeline. 

What sets DRL apart from others who are also go- 
ing after new molecules is its continuing faith in this 
long-term bet. Consider this: last year, DRLS net 
profit fell 26 per cent to Rs 250 crore, as sales growth 
was offset by high investments in R&D, pipeline 
building for generics, and business development. 
This could still have been condoned if that year its 
patent challenge in the US had succeeded. After all, 
the research DRL is doing for tomorrow is being paid 
for by the business it's doing today: marketing copy- 
cat drugs of multinationals all over the world. 

But after winning a patent challenge on Eli Lilly's 
$3-billion-a-year anti-depressant Prozac in 2001, it 
hasn't succeeded at any other. The most ignominious 
defeat came early this vear, when, after a high-profile 
legal case lasting years, a US court declared that DRL 
would violate world leader Pfizer's patents if it mar- 
keted a different salt of the $2-billion-a-year heart 
drug Norvasc. DRLincurred a $6-million cost in litiga- 
tion charges and marketing preparations. 

At the same time, it began feeling pricing pres- 
sures on the generics it was marketing in the US. 

At this point, the easier choice would have been to 
cut research spends. But DRL did quite the opposite. 
Even today, patent challenges are par for the course. 
Says Satish Reddy, MD and COO: "Even though 
everybody might write us off because we lost chal- 
lenges after Prozac, we still believe it is a very good 
strategy." The companyis eagerly awaiting a US lower 
court decision on a patent challenge involving Eli 
Lilly's $3-billion schizophrenia drug, Zyprexa. 

At the same time, it is widening its product bou- 
quet for the US. It has also realigned its organisational 
structure to focus on geographies, rather than on 
strategic business units like bulk drugs and generics. 

The company believes it is on course to becoming 
a discovery-led global major. Some others believe 
that too. Among DRUs latest star recruits is Ish 
Khanna, the co-inventor of Pfizer's blockbuster Cele- 
brex. Anji Reddy asked him why he wanted to join 
DRL. Khanna’s answer was revealing. “I want to give 
back to the country," he said. "And if I have decided 
that, there is no alternative except joining you.” E 
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Cipla 

Yusuf K. 
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chairman & 
managing 
director 
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Ranbaxy 
Laboratories 
Brian 
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CEO 
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The complete firm 


NDIA’s No.l branded garment company 
Raymond's youthful chairman Gautam Sing- 
hania has a penchant for speed. He loves 
driving fast cars, flying fighter jets and racing 
power boats. Singhania' attitude to running 
his business is no different. 

Raymond always acts speedily. In a market where 
customer preference is skewing towards readymade 
garments as opposed to just fabrics, Raymond 
moved fast to launch or acquire brands like Park Av- 
enue, Parx and Color Plus and stay ahead of the com- 
petition. It also took the lead in launching the first- 
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ever branded designerwear label for women under 
the brand name BE. Then, last year, Raymond devel- 
oped technical expertise to manufacture Super 2205, 
the world's most exquisite fabric, and joined an ex- 
clusive club of just two other companies who could 
do so. It is this ability to keep ahead of the pack in 
technology and in the marketplace, combined with 
the strong brand image that its fine wool fabrics 
evokes, that has earned Raymond its laurels. 

But, things are changing fast for textile and gar- 
ment companies. First, the World Trade Organisa- 
tion's three-decade-old quota system will be disman- 
tled on 31 December 2004. This will free up the 
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quantitative restrictions on Indian exports in devel- 
oped markets like the US and Europe. Experts believe 
that while China will corner the bulk of the $250-bil- 
lion textile and garment export business, India's ex- 
ports will increase from the current $14 billion to $50 
billion by 2010. Second, Raymond's fabric business is 
growing slowly. Last year, Raymond's core woollen 
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fabric business grew just 4.5 per cent, though the 
denim business grew 42 per cent. Finally, with gar- 
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believes i evolving with 
the market and grabbing 
the lead 
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Greet each new day with the spirit 
of freedom. Knowing that you are 
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Just relax 


www.classicpolos.com 
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— | 
Available at Classic Polo Relax Junctions: Hyderabad - Banjara Hills Ph: 55774866; Bangalore - Indira Nagar Ph: 25274429, Bangalore Central: Vizag - Daba Gardens Ph: 5547432. Coimbatore - DB Road, RS Puram Pr: 0422 5368227 
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ment manufacturing being de-reserved (until two 
years ago, only small-scale firms with capital under 
Rs 5 crore could manufacture and export readymade 
garments), Raymond has an opportunity to move up We give reper * ith due 
the value chain. Says Singhania: “We have to evolve 
as the market does. And as we do, we would want to 
be leaders in the new areas of business too.” 
So Singhania has been busy trying to reposition 
his company's business model to capitalise on the 
new opportunities. Till now, Raymond largely sold 
fabric — it accounted for nearly two-thirds of the 
business. It sold suiting fabric through its 310-odd ex- 
clusive retail stores in India and abroad and also ex- — s, » 
ported fabric to big names in the fashion industry. — Arvind Mills 
Ditto for the 22 million metres of denim it manufac- Sanjay 
tured. In a way, Raymond remained atthelowestend 1 albhai, 
of the value chain in garmenting, though it made — managing 
some of the best fabrics. But now that manufacturing director 
has been de-reserved, Raymond is making finished 
garments for customers abroad. And again, it is 
among the early movers. 
On the ground, Raymond is investing nearly 
Rs 225 crore in building new factories and expanding 
the denim manufacturing capacity. A new factory 
with a capacity to manufacture 500,000 suits per an- 
num and 1.3 million trousers at a total project cost of 
Rs 42.5 crore has begun trial production. In fact, a 
Japanese company has booked half the suit line for No.3 
five years, while the trouser line has orders booked till Bombay 
June next year. Similarly, another factory to manufac- Dyeing and 
ture three million denim garments is being built at a Manufact- 
cost of Rs 44 crore in Bangalore. unng 
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l'hese new factories will use up the fabric that vg 
F : Wadia, 
Raymond manufactures, adding more value as the ; 
i chairman 


company moves up the garment chain. For example, 
the denim garment factory is expected to consume 
three million metres of fabric, or 10 per cent of the ex- 
panded production capacity. The same will hold true 
for the 25 million worsted fabric Raymond manufac- 
tures today. Then, over the years, it will keep increas- 
ing capacity to consume as much as possible in 
its factories. 


INDUSTRY SNAPSHOT Simultaneously, it is also expanding the design 


studio in its Thane factory and creating a sample- 


“Raymond is the winner for the second - making unit. This expanded team will work with for- 


year running, It has a comfortable lead over eign buyers on their orders and create new lines 
Arvind Mills on all the 19 parameters. 








while the sample-making unit will speed up product 
development. Eventually, Singhania plans to set up a 


va ——— studio in Europe to design directly for its lucrative 

in the sector last year. fashion market. Says group president Nabankur 
Gupta: “This transition is another important step for 

«Century Textiles has moved up to the the company in its progress from being a textile man- 

y, fourth spot from No. 7 last year; S. Kumar's ufacturerto a complete clothing company, not just in 
, basslid from theNo.4spot to No.8. India, but globally." D 
* | F. SURENDAR 
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India (Course offered at Delhi * The course offers specialization in Airlines 
Management, Destination Planning & 
Eligibility - Minimum 3 years Development and Resort Planning. 
= Bachelor's degree Eligibility - Minimum 3 years Bachelor's degree 
(or equivalent) with minimum 50% 


(or equivalent) in any discipline. (Candidates 
appearing in their final year of Graduation may 
also apply.) 





SELECTION PROCEDURE IMPORTANT DATES — 


The candidate will have to appear in CAT/MAT/ATMA to be * Last date of MAT application 26th Jan., '05 

conducted by IIMs, AIMA and AIMS respectively. The short * MAT Scheduled on 6th Feb.. '05 

isted candidates shall be invited for Online Test, Written | Last Dato of ATMA application 31st Dec, 04 
P bei —*— l * ATMA Scheduled on 6th Feb., '05 


other National Level Tests are also acceptable. 








————————— TEE. 


Applicants are required to fill separate IMS registration & evaluation form with CAT / MAT/ ATMA scoring. which can be 
obtained in person on payment of fees Rs. 1,100/- in Cash from the Institute of Management Studies or through a Bank 
Draft of Rs. 1,150/- drawn in favour of Institute of Management Studies, Ghaziabad, payable at Ghaziabad. The 
application form can also be downloaded from the Institute's website : ims-ghaziabad.ac.in. and be sent along with a 
Demand Draft of Rs. 1,100/- in favour of Institute of Management Studies, Ghaziabad, payable at Ghaziabad at the 
time of submission. 


Last Date of Submission of IMS Application is 31st May, 2005 





For further details, contact : 
Main Campus : Lal Quan, G.T. Road, Ghaziabad - 201009 


National Capital Region Ph. : (0120) 2866033 / 35 / 38 /39 
Fax : 2866034 E-mail : ims@del2.vsni.net.in 


Ph.: 55699219 E-mail : director_ims@vsni.net 
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The big life 


IVE years ago, when LifeStyle Interna- 
tional opened its first department 
store in India — a 27,000 sq. ft outlet in 
Chennai — it was not sure if the city 
would take to such a large store. But 





now, LifeStyle has outgrown that store. 
"We don't have enough space to showcase our full 
range, especially furniture and home products," 
complains managing director S. Kumar. Which is 
why LifeStyle has decided to move to a new location 
that is three times bigger. 

In fact, the six stores it has opened after the first 
one are almost 50,000 sq. ft. each. But even they are 
proving inadequate. In the next three years, LifeStyle 


plans to open another 14 stores at an investment of 
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ar did in-depth 
research into the Indian 
consumer’s preferences, 
before pitching for scale 


Rs 140 crore, some of them as big as 110,000 sq. ft. 
(The largest department store in India is a 75,000-sq. 
ft. Shopper's Stop at Mumbai.) "We believe that the 
Indian market is ready for bigger formats. When we 
open a new store we ensure that it will meet customer 
requirements for the next five years," says Kumar. 
This has not been a mindless expansion. LifeStyle 
has raced to a turnover of Rs 240 crore. And while its 
peers have taken years to break even, LifeStyle has 
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Growth is Life 
Reliance Industries is the first and only private sector company from India to feature in the 2004 Fortune Global 
500 list of World's Largest Corporations’ and ranks amongst the world’s Top 200 companies in terms of profits. 


It also features in the Forbes Global list of world's 400 best big companies and in Financial Times Global 500 list 
of world's largest companies. 


Corporate Governance e ‘National Award for Excellence in Corporate Governance 2003' 
Institute of Company Secretaries of India, December 2003 
e Among Asia's Top Five in Energy Sector in Corporate Governance Poll 
Asiamoney, September 2003 


Shareholder Value e No.tinBT 500 India's Most Valuable Companies’ 

Business Today, November 2004 

e Reliance Industries emerged ‘India’s Biggest Wealth Creator’ in the 
private sector over a 5-year period 
Business Today - Stern Stewart, April 2004 

e Only Indian company among global companies to create ‘Most Value for 
Shareholders' 
PricewaterhouseCoopers Survey, Financial Times, January 2004 


Environment e Reliance Industries emerged as ‘India’s Greenest Company’ amongst the 


private sector 
BT - ACNielsen ORG-MARG survey, Business Today, October 2004 


Management Quality e  Relianceis India's Best Managed Company’ 
Business Today - A. T Kearney Study, June 2003 
e No.1inindia's Best Financial Management’ 
FinanceAsia Poll, March 2003 
e  No.2in Overall Best Managed Company’ of India 
Asiamoney, December 2003 - January 2004 


Respect and Reputation e ‘Most Admired Business House’ and ‘Most Admired Company’ 
Business Barons - TNS Mode Opinion Poll, September 2004 
e  No.2in'India's Most Respected Companies’ 
PricewaterhouseCoopers Survey, Financial Times, January 2004 
e No.3in ‘India's Most Respected Companies’ 
Businessworld, January 2003 


Leadership e No. 2in India in ‘Overall Leadership’, ‘Financial Soundness', ‘Long-Term 
Vision’, ‘Companies That Others Try To Emulate’ and; Among Top Five in 
‘Innovative in Responding to Customer Needs’ 
ACNielsen International Research, Far Eastern Economic Review (FEER) 
Survey, Review 200: Asia's Leading Companies, December 2003 
Quality and Technological e  'ITExcellence Award’ 
Excellence NASSCOM, August 2004 
e ‘International Asia-Pacific Quality Award’ in the category ‘Big Industry 
Organization of more than 250 employees' 
Asia Pacific Quality Organization, September 2004 


Global e Reliance Group contributes over 6% of India's total exports 

e Reliance Industries’ exports (including deemed exports) are 
Rs 14,969 crore (US$ 3.4 billion) 

e Group's manufacturing plants in india, Germany, Denmark and Belgium 

e Offices outside India in UK, USA, China, UAE, Vietnam, Indonesia and 
Turkey 

e Extensive optical fibre network spanning four continents and connecting 
Asia, Europe, Middle East and USA with a customer base of more than 
180 leading telecom operators including all the top 10 international 
carriers (FLAG) 


Reliance Group 


The Reliance Group founded by Dhirubhai H. Ambani (1932-2002) is India's largest business house with total 
revenues of over Rs 99,000 crore (US$ 22.6 billion), cash profit of Rs 12,500 crore (US$ 2.8 billion), net profit of 
Rs 6,200 crore (US$ 1.4 billion) and exports of Rs 15,900 crore (US$ 3.6 billion). The Group's activities span 
exploration and production (E&P) of oil and gas, refining and marketing, petrochemicals (polyester, polymers, 
and intermediates), textiles, financial services and insurance, power, telecom and infocom initiatives. 
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www.ril.com 
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INDUSTRY SNAPSHOT 
"The Top 3 have retained their position- 


though LifeStyle has a more convincing lead 
_ this year than in last year. 


. «For the second year running, LifeStyle has 
. received its highest points in ‘Quality of 
| products and services provided’, 


d peli mud Ood haa quived up 
from No.6 and 7 last year; ITC's Wills Sports 


_ has moved up one rung to No.7 this year. 
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been profitable from year one, netting a steady 3.5-5 
per cent of its sales as profits. "We would love to 
maintain our profit margins even in the expansion 
phase. We would like the bigger stores too to break 
even in the first vear. It's going to be difficult, but we 
are confident. Our strategy is all about focussed ex- 
pansion," says Kumar. LifeStyle expects to close the 
year with sales of Rs 310 crore and touch Rs 700 crore 
when the 14 new outlets are operational. 

Last year, when LifeStyle topped the retailing cat- 
egory in the survey, Kumar had been a reluctant 
interviewee. He had just taken over as CEO and gave 
the credit for the achievement to his predecessor 
H. Ramanathan. 

Immediately after his arrival here, Kumar spent 
several months scouring the country. He made sev- 
eral visits to Delhi, Mumbai, Chandigarh, Ludhiana, 
Jalandhar, Jaipur, Ahmedabad, Pune, Kolkata, In- 
dore, Lucknow, Kochi and Coimbatore. He initiated 
intensive research to find out which cities would be 
able to take a LifeStyle. It was only when his under- 
standing of the marketplace was complete did he 
venture to put in place the second phase of LifeStyle's 
expansion plans in India. 

This year, Kumar should have no hesitation in 
taking the credit as LifeStyle bags the award again. In 
the two years he has been at the helm, LifeStyle's 
strength has increased from three stores to seven; 
three of the new stores have come up in Mumbai and 
all are doing well; its sales are likely to hit Rs310 crore 
and profit margins remain steady despite the pres- 
sure from the expansion. "LifeStyle has been in retail- 
ing for30 years (mainly in the Middle East). We are al- 
ways upgrading ourselves," says Kumar. 

LifeStyle's success in India simply mirrors its in- 
ternational track record — it has 300 stores in the 
Middle East and earns revenues of $600 million. But 
its rivals respect it for one reason — instead of blindly 
copying its international format, it has taken time to 
understand the Indian market and make changes to 
its business model. 

Internationally, it runs five different chains for 
each of its core categories (apparel, children's wear, 
footwear, household and furniture, and health and 
beauty). In India, it figured that consumers would 
prefer to have all of those under one roof. Today, no 
chain can match the merchandise that LifeStyle of- 
fers. Kumar believes that the Indian consumer can 
appreciate and afford a wider and deeper range of 
products in each of these categories. That is the sec- 
ond reason why it is pursuing bigger formats. 

If there is anything to be inferred from the 
LifeStyle experience in India so far, itis this: size com- 
mands respect. a 

M. ANAND 


BUSINESSWORLD 120 8 NOVEMBER 2004 


i — 


Lr 


We give respect where it 


No. 2 
Shopper's 
Stop 

B. S. Nagesh, 
CEO & man- 
aging direc- 
tor 


No. 3 

RPG Retail 
Raghu Pillai, 
CEO & 
president 
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IT’S A GRAND NEW BEGINNING IN CONVERGED COMMUNICATION 


OPEN UP 


UNVEILING AVAYA GLOBALCONNECT LIMITED 


Welcome to the new face of Tata Telecom. A bold new face that opens up a world 
of possibilities in voice, video and data communication solutions. Ever evolving, 
accountable and customer responsive, Avaya GlobalConnect is here to combine 
speed and versatility to bring you converged communication solutions that drive 
efficiencies through the roof. Add to this end-to-end multi-vendor and R&D support 
from the finest professionals worldwide. All, so that we have our pulse on your 
business needs. 


— Avaya GlobalConnect is a subsidiary of the US-based Avaya Inc. With over 90% AVAVA 
of the Fortune 500 as customers, Avaya has a leadership position in IP Telephony, 
Contact Center Solutions, Enterprise Voice Solutions and Unified Communication GLOBALCONNEC! 
Solutions. Our door is open to your imagination. Walk in. IebecaxavedinldlcoAns cR 





HREE years back, if you met Bharti 

Group chairman Sunil Mittal, he wo- 

uld have had little time to give you a 

hearing. The network was expand: 

ing, the subscriber base growing fast. 

Mittal was practically shuttling from 

city to city, overseeing growth and setting new mile- 

stones in subscriber numbers. Today, the growth is at 
an even faster clip. 

his year, Bharti Tele-Ventures will expand its 

network by more than what it did in the last nine 

years. From 1,400 towns, it will touch 5,000 by end 

2004. From 5,000 base stations, as of early this year, it 

would have touched 10,000 by the vear-end. Such a 

galloping growth would have any corporate honcho 
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Sunil Mittal's outsourcing 
experiment could set the 
benchmark for telecom 
operators around the world 


and his team on their toes 24x7x365. 

Yet, Mittal and his team have focused on some- 
thing new, and enter a totally unrelated business — 
food! The time he has to focus on new things can be 
credited to his decision to outsource IT to IBM and 
network to Ericsson, Nokia Networks and Siemens. 
At the core of the outsourcing model lie the twin 
deals, inked between March and May this year. The 
first is a 10-year deal with IBM worth $700 million- 
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INDUSTRY SNAPSHOT 


Bharti Tele-Ventures has ousted last year’s 
winner, Hutchison. Reliance Infocomm was 


notin the top 10 last year. 


» No. 2 Tata Teleservices has scored higher 


than Bharti on ‘Ethics’ and ‘Belief in trans- 
parency this year. 

Last year's No. 3, VSNL, has slipped to No. 7 
this year; Bharat Sanchar Nigam (BSNL) has 
retained its slot in the sectoral ranking. 


$750 million, and the second comprises three-year 


network outsourcing agreements worth $725 mil- 
lion. No one in the world has taken outsourcing to 
such an extreme. Mittal's move has made at least 16 
operators from New Zealand to New York sit up and 
take note. "It will set the benchmark for the industry. 
For vendors, it is a complete change of religion. They 
have never entered into this kind of model," he says 

Today, he has no hassles managing a network that 
boasts of 9.47 million subscribers; set to scale 25 mil- 
lion in another two-and-a-half years. At his South 
Delhi office next to Qutab Minar, he sits relaxed, 
watching a blinking dashboard that tells him how the 
network is faring, while vendor teams across the 
country sweat it out to ensure all service-level agree- 
ments (SLAs) on network performance are fully met. 

IBM now deals with the dozen-odd vendors that 
Bharti interacted with prior to outsourcing. These in- 
clude Oracle, Sun, Kenan Systems, HP and Hughes 
Software. Bharti also has access to IBM's global ex- 
pertise, and 200 of its staffers are even on IBM's rolls. 
On the network side, Nokia Networks, Ericsson and 
Siemens manage the base stations and have taken in 
800 of Bharti's network engineers. Further, Bharti has 
ensured that it pays only for the utilised portion ofthe 
network equipment capacity. ( Typically, operators 
have unutilised capacity of about 30 per cent.) With 
IBM, the payment is based on a revenue-share 
model: as revenue increases, Bharti will pay a smaller 
percentage share of the revenue. 

Bharti won't reveal how much it saves. But a back- 
of-the-envelope calculation shows that as it grows to 
25 million users, it would have created capacity for 32 
million users (about 30 per cent more) at a capex of 
about $2,430 million. Bharti will pay for only as much 
as is needed to serve 25 million users — a cost of 
about $1,700 million. Bharti thus saves a cool $730 
million, apart from freeing itself to focus on sub- 
scriber growth, revenue growth, new wireless serv- 
ices based on standards like Wi-Fi and WiMax, and 
keeping a tight leash on headcount. 

Having outsourced core functions, Mittal is confi- 
dent that it will pay off without hiccups. An architec 
ture review board, comprising senior Bharti officials, 
oversees the IT deployments while an 80-people net- 
work engagement team ensures that the network is 
up and running. Tight SLAs take care of possible pit- 
falls. If the SLAs are not met, Bharti can defer pay- 
ments. If things go really bad, like a violation of SLAs 
for two quarters, Bharti can cancel the contract. 

Mittal says the benefits of outsourcing will be vis- 
ible by 1 April 2005. By then, the telecom world could 
well be queuing up outside his office for tips on how 
to give away the network. * 
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We give respect where its due 





HE year 2004 will be remembered in 

the Indian travel industry as the one 

in which low cost airlines became a 

reality. After being in denial of the 

threat for a while, the full-service air- 

lines now have a new battle at hand. 
And it comes soon after one of the toughest patches 
in the industry's history — the year 2002, when the af- 
tershocks of 9/11 were still reverberating worldwide, 
and 2003, when intense fare wars grew the overall do- 
mestic market but put pressure on revenues. 

Jet Airways took on the challenge headlong. 
Faced with the dilemma that the market was growing 
more at the bottom end, but that the margins were 
more lucrative at the top, it decided to flank the mar- 
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Naresh Goyal is building 
ities and pricing flexibil- 
ity to protect his lead. But 
the game is changing fast 


ket from the two ends. For increasing stickiness of its 
top-end customers, it revitalised its frequent flier 
programme (FFP). For the other end of the market, it 
unleashed a new weapon — an yield management 
system (YMS), or system that allows it to offer the 
spare capacity at low fares to budget travellers. 
AYMS addresses one of the biggest challenges the 
travel and hospitality industries face the world over 
— the imperative of using their perishable resources 
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INDUSTRY SNAPSHOT 
No. 2 ITC Hotels gave a stiffer competition 


to Jet Airways this year, scoring higher than 
Jet on 11 of the 19 parameters. 


Last year's No. 3, EIH, has had a sharp fall 
this year to No. 7. Indian Hotels has moved 
up from the fourth to the third slot. 


«Sahara Airlines, Indian Airlines and Air-In- 
dia have moved upon soto Ie ROS) 


6and 7 last year. 


more efficiently. With the passage of time, the busi- 
ness value of an airline seat or a hotel room lapses 
too. AYMS tackles that by allocating seats or rooms as 
per the demand pattern in the sector. 

So Jets answer to the lower tariffs is ‘check fares’ 
— rates that are slightly higher than those offered by 
Air Deccan, the first low cost airlines to hit the Indian 
tarmac. And it affords Jet more pricing flexibility than 
the apex system, where a number of seats are pre-al- 
It (YMS) allows us to distrib- 
ute the traffic between different categories to be able 


located for lower fares. " 
to maximise revenues and seat factor," says Saroj 
Datta, executive director, Jet Airways. 

It has already yielded results for the company. 
"Revenues have gone up; the seat factor has gone up. 
More importantly, our yields are higher despite the 
lower fares (yields being a function of costs, revenues 
and the seat factor)," says Datta. 

For retaining its grip on the top end of the market, 
Jet re-launched its FFP in July. Its 350,000 members, 


who have now been slotted into five tiers instead of 


the earlier three, have a wider choice of schemes. 
They can now access their accounts online and 
through a dedicated service centre on the phone. It 
has also introduced a multiple criteria-based tier as- 
sessment system, which offers quicker upgrades. 

For Jet, the success of the new FFP is just as critical 
as that of the check fares. "It's critical because the pool 
of customers has not been growing fast historically. 
Plus, there would be lots of members who are com- 
mon to both Jet and Indian Airlines... . So you have to 
ensure that your existing customers fly more," says 
an executive at a competing airline. 

Jet has FFP tie-ups with only two foreign airlines 
— KLM Northwest and British Airways (also Air 
France, after it was taken over by KLM). That is a con- 
straint, especially in the peak season (airlines use 
spare capacity to reward frequent fliers, but there is 
little of that in the peak season). So Jet plans to tie up 
with other carriers like Emirates, Lufthansa or South 
African Airways as soon as the government allows it. 

Indian Airlines has an advantage here: it is al 
lowed to fly some international routes and its FFP 
scheme is run jointly with Air-India, allowing fre 
quent fliers to redeem their reward points on interna- 
tional flights too. 

And the international sector is where the Indian 
industry will be fighting its next big battle. Following 
the Naresh Chandra committees recommendations, 
private players like Jet were allowed to fly to Sri Lanka 
and Nepal for the first time this vear. While it awaits 
the opening up of more international routes, it is as- 
sessing routes and aircraft. Clearly, Goyal is getting 
ready for the new game. ." 
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ISTS hold great fascination. But some more 

than others. The ‘India’s Most Respected 

Companies’ survey, which captures 
perceptions and expectations of India’s business 
leaders, is one such. Awaited eagerly by CEOs and 
custodians of corporate reputation, this study 
reveals the image of companies in the eyes of its 
peers. In a sense, this recognition is the ultimate 
reward for any company. 

However, are these laurels and recognition the 
only gains? There are many benefits of a positive 
reputation — it helps companies attract and retain 
the best talent; generate new business enquiries 
and, thus, potential sales; gain support on issues 
dealing with public policy; and minimise the 
deleterious effects of negative press coverage. So, 
the respect a company commands strongly 
influences its financial performance and health. 

But, to get to that level, one issue that most 
CEOs grapple with is how to influence reputation. 
What can be done to climb the charts? Looking at 
the climbers in 2003, we can see the influence that 
financial success has in generating respect. There 
appears to be a positive spiral in the relationship — 
financial success breeds respect which, in turn, 
creates the environment for even greater financial 
success. There is a complex web of factors which 
govern respect — business growth and shareholder 
returns, quality of products and services, global 
competitiveness, new product or service 
innovation, ethical management, response to social 
and environmental issues, among others. Different 








mirror for corporates 


stakeholders have different drivers, making it hard 
to pick out a single aspect that governs respect. 

But the positive spiral between financial success 
and respect can easily turn into a negative spiral. 
Poor financial performance resulting in loss of 
respect could make it even more difficult for the 
company to pull itself out of the morass. 

While the role of advertising and media coverage 
in enhancing a companys reputation has been well 
documented, it has its limitations. Advertising can 
only reinforce an existing image, or build an 
emotional bond. It cannot create an image where 
there is no basis for one. So, great advertising is only 
as good as the benefits or values that are sought to 
be communicated. 

However, managers of corporate communi- 
cations and image have had an eventful year. The 
limited run on à particular bank in Maharashtra, 
product quality issues for some of the multinational 
food companies, among other occurrences, brought 
to the fore the need for companies to have a 
reservoir of goodwill to tap into during periods of 
adverse media coverage. It is crises such as these 
that bring out the mettle in corporate management. 
The speed and nature of the management's 
response — whether the company owns up to the 
problem and works to a resolution or not — can 
determine the speed with which it will regain its 
position on the charts. 

Many companies commission their own 
corporate image surveys. However, such image 
surveys rarely have the width of coverage of 
companies in the comparator basket and 
respondents that this study has. Some studies cover 
only the sectors in which the client company 
operates. In the Most Respected Companies survey, 
we can see from a comparison of sectoral rankings 
and the overall ranking that the parameters used 
while looking within a sector are different from 
those used when comparing diverse sectors. These 
influences can be so strong that the order of 
preferences within a sector can be different from 
the order of preferences when measuring company 
reputation across sectors. A survey such as this truly 
captures the standing of companies. It is a reason to 
celebrate for those companies that have shown 
strong upward movement, and a battle cry for 
action for those which haven't been as fortunate. Bl 


BUSINESSWORLD 126 8 NOVEMBER 2004 


| seruoduim aa,podsa: oyy ou sBuojaq 'urezot pouonuouu tpoo aq jo AUDU A4 O4 x9U SOBO IYI 0003, "60677 £27960 Und /88Z V/V860 “PON VSO6COBY860:poqoiop/n 79599692 LO IIO /1605/2-640 poqppouny 6620P552-C£0 ouoxoy 
09976V9-080 :2jobuog `Z+1/9897-ZZ0 "equmw wo» sojpunub)otpurseos “OW; "og/Styz / 9OSSEVZ-HrL6-- ‘PL 'SSSirCE-0091 "ON 914 op "GZ - fuu) ‘pooy siao) “171/611 ‘SIdy siorumu) "pay "Ad MEPEY sduig sojpunus 


‘4% SOAGNMtUuD < JLVAONNI < JNIH1 < 39 


AN 





usd pog sere Shay juemp); diratas, / 1 ] = 
Fe SAL RARESA “seen A /: 
Gp | mournanep / | / rwrwvas & 
/ / / * 


‘age jaa A[u81u pue 3u21235J2-K819u9 ase }ey} suonnjos paziwioysn> apiaoid ue» sojpunio ‘aBemassoAjddnsiayem 
'suone»rdde joo} aujyreww uoneſmo 1a3eM JOY ‘juaW}e913 1938 M 'pa3j-13|10q ‘doys-yuied je 8uisooq-ainssaid ‘Surysem 
-uoneoidde əy} aq JanazeYyM "suonnjos Suiduind 11243 10 soypunsy uo Ajai Aiysnpul ajiqowoyne ay} ui sauieu sejndod aul 





SIGE? v 35 3907 








The HP R707's pano- 
ramic mode makes It 





The digital 
image 








revolution | 


hasn't 
anywhere 
near 
finished 
happen- 
ing yet... 


The crossover 








to digicams 


HE digital image revolution hasn't 
anywhere near finished happen- 
ing yet. Not by along shot. That im- 
ages went digital was in itself 





they had to go mobile and shareable too. But 
there are four fronts on which the digital image 
has seen very rapid evolution. 

First, the consumer mobile phone. Millions 
have now experienced digital photography, 


enough ofa revolution — andthen : 


thanks to the camera-phone. Rather than eat 


into digital camera sales, they actually helped 
increase the size of the pie by getting people to 
try digital pictures. And many of these people 


_ have figured out that they need digital cameras 


too if they want better pictures... 

Second, the pros have finally and fully ac- 
cepted digital cameras. Major pro brands like 
Nikon and Canon going digital with SLRs 
(single lens reflex cameras) has made all the dif- 
ference. No pro would touch a non-SLR cam- 


era. Now, they can use their family of lenses. | 
They're finally giving in to necessity: they have | 
to shoot digital, or lose out to competition. Dig- | 


ital makes hours, even days, of difference in the 
race from event to press. So, that's another slice 
for the digital pictures pie. 


photo shop. Major players like Kodak and Can- 
on, even HP, have targeted these with digital 
packages. A passport photo today is more likely 
to be digital than Polaroid in most cities. 

And there's the biggest slice — the ‘compact 


tures. ‘Real Life’ technologies, HP calls them, let 
you do things like removing red-eye after the 


. shot, and bringing details out of the back- 


ground and faces out of shadow with 'adaptive 
lighting. There's also its panoramic mode, 
which takes a series of pan shots and stitches 
them together digitally. (In a test, we got a print- 
quality 40MB image, though you can go for 
lower sizes.) There're a whole lot of user- 
friendly features. It's pricey, though — close to 
Rs 29,000. I'll wait till it gets to half of that... 

The other camera is Nikon's D70, a digital 
SLR. A fairly affordable one, compared with 
earlier digital SLRs: under Rs 60,000 abroad, in- 


_ cluding the zoom lens. There are three things 
| you immediately notice about this camera. 


First, it looks, feels and works like any other 
Nikon SLR, though it's a bit lighter, especially 
with the specially designed lens. (It also takes 
standard Nikon AF and manual lenses.) Sec- 
ond, the speed. Switch it on and shoot instant- 
ly; no waiting at start up or between shots, un- 
like regular digital cameras. Which is what 
youd expect of a pro SLR. You can shoot up to 
144 pictures at 3 frames per second. Third, the 
image quality. This camera uses a 6.1-effective 


, megapixels CCD sensor that beats Nikon's own 
The third front is well matured in India: the | 


cameras’ bought by the masses. They span a | 


range from Rs 3,000 to Rs 30,000 and up, from 2 
to 8 megapixels. Not that megapixels alone 


mean quality. Yet, compact digicams are get- | 


ting pretty serious. They're shipping with some 
great optics, electronics, power management 
and some incredible software inside. Take HP 
Photosmart R707. This compact and solid 


package bundles a good Pentax 3x optical | 


zoom lens and 5.1 megapixels sensor with great 


design and ease of use. Most impressive is the | 


software that brings pro expertise to your pic- 


8 megapixels 'Coolpix' non-SLR model in im- 
age quality. It has vivid and accurate colour and 
colour-balance, reduced image noise and 
amazing tones. Pros consider the D70 among 
the finest digital cameras, even though it's 
among the less expensive ones. 

Theres still some way to go before digital 
displaces film. Cost has to be addressed: digital 
remains more expensive, though effective run- 
ning cost is lower. And quality: pros need even 
better resolution and bit-depth. And India 
needs much better PC penetration for a higher 
interest in digital photography. But the camera- 
phone is helping, as is cheaper printing. With 
all these, we could see an inflexion point in a 
couple of years when, barring a few specialised 
applications, vendors simply switch over com- 
pletely to digital. bg 
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AHARASHTRA is still by far Indias rich- 
est state, although in recent times it has 
fallen behind Karnataka and Tamil 
Nadu in the growth race. Winning it 
brings access to considerable resources 
for parties in our imperfect democracy. It was also the first 
of the four states to go to polls this winter, and was ex- 
pected to set the trend for the rest. That is why the elec- 
tions in Maharashtra evoked such intense and wide- 
spread interest. The economic policies of the two 
dominant coalitions that have come to dominate the In- 


dian polity now diverge considerably, so industrialists | 


and financial institutions would have also watched the 
elections with much interest and some trepidation. 

Its outcome is with us, and 
its implications are obvious. 
The BJP had done poorly in the 
state elections that followed 
the general elections of 1999. 
This trend was spectacularly 
reversed in last year's elections, 
when the BJP wrested three 
central states — Rajasthan, 
Madhya Pradesh and Chhat- 
tisgarh — from the Congress. 
After those convincing wins, 
the BJP's setback in this year's 
general elections came as a 
surprise. India, in effect, re- 
turned to the populist Leftism 
of Mrs Indira Gandhi's early 
years. That is what worried 
India's industrialists, and cast a 
shadow on shining India. 

In the circumstances, industry may have hoped for a 
victory of the BJP-Shiv Sena alliance both because the 
NDA was so friendly to the private sector, and in the hope 
that a more powerful Opposition might curb the UPAS left 
extremism. Those that held such hopes must be disap- 
pointed. But the disappointment must be tempered by 
the fact that the BJP had been unhinged by its defeat in the 
general election. It has teetered between development 
and Hindu extremism, boycotted Parliament, gone out 
on the streets, and shown signs of internecine fighting. It 
did not seem to be the same capitalist-friendly party that 
it had been while in power; and it was allied with Shiv 
Sena, which was always bad news for stability and peace. 

The Congress has learnt its lessons too. The finance 
minister devoted considerable energies to convincing in- 
dustry that the UPA's fangs were not for biting. The Left, 
too, had a surprise for the private sector: whether on for- 
eign investment in telecommunications or on Press Note 
18, the communists have turned into unexpected allies of 


The clouds that descended on 
the economy with the win of 
the UPA are lifting; the way is 

clear for the boom to continue 
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domestic capitalists. The UPA has begun to look almost 
benign with the passage of time 

The win of the Congress-NCP alliance also resumes 
the trend of the past five years that was broken by last 
year's state elections. The tide seems to be running against 
the BJP. It may not run in favour of the Congress either. 
But the Congress is still earning dividends on its new 
alliances, which give it some momentum. 

It is therefore possible that Maharashtra may herald a 
Congress era just as the 1999 general elections heralded a 
BJP era. This has its depressing side, as portrayed in the 
Common Minimum Programme. But it also promises an 
era of stability; and if the Congress reads the portents cor- 
rectly, it promises a period in which the Congress can 
forge its policies without wor- 
rying too much about politics. 
And if we forget the Damocles' 
sword of caste reservations in 
the private sector, the policies 
could be as industry-friendly 
as those of the NDA. The im- 
proved quality of leadership at 
the top also means that they 
may be better thought out. 

With the reduced political 
risks, economic worries come 
back to the fore. Specifically, 
analysts have been worried on 
three counts. First, they see a 
substantial domestic and in- 
dustrial element in the recent 
inflation, and are concerned 
that the economy is overheat- 
ing. Second, stemming from 
this worry, they wonder if the Reserve Bank will try to rein 
in inflation and raise interest rates. Finally, they note the 
fall in foreign investment with the coming of the UPA gov- 
ernment, and wonder if rising imports will begin to erode 
the foreign exchange reserves. 

Thegovernmentis aware of the last danger; that is why 
Mr P. Chidambaram has chosen to take up cudgels with 
the Left on foreign investment in telecommunications. 
Foreign investment is one issue on which the Prime Min- 
ister is prepared to confront his Leftist allies. Some hard- 
ening of interest rates was inevitable once the Reserve 
Bank ended its ill-conceived flirtation with rupee appreci- 
ation. But it has occurred already; it is doubtful if the gov- 
ernment will attempt any more, given its own huge debt. 
The Prime Minister's sensitivity to inflation is well known. 
But the government is unlikely to try and curb it by fiscal 
means. That leaves only one weapon, namely, import 
duty cuts, which will actually reduce industry costs. 
Hence, it is time for industry to stop worrying. E 


ANTHONY LAWRENCE 
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Smart space for IT business. 


kerala 


technopark 


harmony at work 


www.technopark.org 


1 India’s first IT Park to be assessed at Level 4 of 
CMMI 1 1.5 million sq.ft. of world-class built-up 
area amidst 156 acres of inspiring lush greenery 
s Home to 65 companies, 6500 software 
professionals s Majors include Infosys, McKinsey, 
TCS, Allianz Cornhill, Ernst & Young and Tata 
Elxsi e 30 MVA captive power unit ensuring 
reliable power supply, 24 / 7 s All companies 
connected via OFC, to VSNUs International 
Communication Gateway at Kochi s Satellite earth 

station 1 Plug & Play incubation facilities a Single 
E SEM. Ki » window clearances 


Kerala 


god's own e-state 


www.keralaitmission.org 
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[nterior of Chandragiri, one of the 6 buildings at Technopark. 





INFopark 


smart space KOCHI 


www.infoparkkochi.com 


1 200 acre campus, 1.7 million sq.ft. of built-up 
area in the pipeline 1 100,000 sq.ft. fully sold 
out and operational s 200,000 sq.ft. in a new, 
state-of-the-art building to be commissioned 
shortly s The best data connectivity - direct OF to 
the gigabyte router of VSNL's International 
Gateway, with least latency s The only point in 
India with Pacific and Atlantic route of 
connectivity to US s Smart Business Centre, a 
plug and play incubator for start-up enterprises 
s Strategically located between the airport and 
the city of Kochi 





Image of the upcoming, state-of-the-art building at Infopark, Kochi. 


Kerala offers: ! Highest density of science & technology personnel ! Highest tele-density ! Cost-effective bandwidth 
| Highest Physical Quality of Life Index | Lowest attrition rates | Lowest rentals (5096) and operational costs (6096) as 
compared to other IT Parks in India! Lowest power and water tariffs in the country ! Low cost of living 


To know more visit us at Bangalore IT.Com, Pavilion ‘IT States.’ 
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Subtle, sophisticated, structured pinks woven into discreet patterns inspired by the art and archité 
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public 
Carriers have 
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even as 
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airlines get 
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His investments are interesting. 


Only mergers and acquisitions. 
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Winner of the 
Most Respected Company Award, 2004, 
Travel and Hospitality. Second year in a row. 


Leading personalities of the corporate world 
have ranked Jet Airways as the best, yet again 
We thank you for conferring us with the 
Businessworld Most Respected Company Award 
There is no greater pleasure than knowing 

that our services and features meet the high 
standards of world travellers. And once again, 


we dedicate this award to all our passengers 








What better reward 


than earning your respect, 


year after year! 


JET AIRWAYS E 
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Q Your pharma exports story 
missed the point — the advan- 
tage that Indian firms have is not 
low cost drugs as such, but low 
cost of innovation. Given that 
premise, there will always be 


scope for Indian firms to succeed in the 


US generics market. 
Atul Tandon, posted on BW website 


WHIFF OF FRESH AIR 


Subroto Bagchi's columns always give à 
whiff of fresh air. "The Cucumber Seller 
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than any other company in the world; 
we just take 1-2 products which we sell 
to government institutions and make 


of Chennai’ (BW, 1 November) added our ranking higher based on the fact 


another feather to his cap. 

I recently read an article titled “Who 
Cares For A Failed God?’ It spoke about 
how people have lost confidence in the 
media because news has become a 
commodity, how business groups will 
bring page-three to the front page, etc. 
But when we have such articles 
inspired by a cucumber-seller, it 
provides an opportunity to separate 
out the chaff from the wheat. Enjoy a 
wholesome meal. 

Ajith Sankar, via email 


SERUM INSTITUTE RESPONDS 
This refers to ‘A Dream Turned Sour’ 
(BW, 4 October) by Ms Gina S. Krish- 
nan. It is not the correct portrayal of 
Indian vaccine manufacturers, par- 
ticularly Serum Institute of India (SII). 
Ms Krishnan has met me person- 
ally earlier, and had access to me to 
verify any information. Despite that, 
the article has misrepresented facts on 
the industry as well as our company. 


that other companies may not be 
selling to governments or institutions. 
li Please note that we are at least 5-10 
company on manufacturing vaccines. 
2. You pointed out that 675 million 
doses a year (I am not sure from where 
this figure was obtained) involves a 
turnover of a mere Rs 500 crore for SII 
compared to GSK's $2 billion. This fails 
to emphasise that this is largely 
because of the affordable price offered 
by SIL This has enabled us to penetrate 
130 countries. 

3. I feel that vaccine manufacturers 
have done a good job in penetrating 
the export market, though much more 
can be done. And to put it on record, 80 
per cent of these exports are from SII. 
4. I don't understand the hype given to 
Shanta Biotechnic. SII was the first to 
manufacture measles and MMR vac- 
cines in India — years before Shanta 
launched its Hepatitis-B vaccine. 

Dr Cyrus S. Poonawalla, chairman and 


1. The stated marketshare of vaccine managing director, SII 


manufacturers in India, which puts SII 


in the No. 3 position, is not true. The BW replies: 


following are the reasons why: 
lil GlaxoSmithKline (GSK) does not 


Our story argued that Indian vaccine 
makers had not been able to make big 


manufacture any vaccine at all in India; | strides in the most lucrative segment of 


they are merely importers. How are 
they put as the No. 2 manufacturers? 
Bi SII's vaccine sales in India alone 

are Rs 60-70 crore; the export figure is 
not included in this, and is several 
hundred crores. 

E The argument that these figures are 
based on marketshare of vaccines in 
the 'self-pay segment' is ridiculous. For 
example, say, we want to put SII higher 


BUSINESSWORLD 4 15 NOVEMBER 2004 


the vaccine market — the self-pay 
segment. We are aware that SII is the 
largest manufacturer of vaccines in the 
country, but the points raised by 

Dr Poonawalla, while true, do not 
contradict our story in any way. 


editor(bwortdmail.com 
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Self confidence. The true measure of a great sult. The Complete Man 


Presenting the new Raymond 'Applause' range of fabrics for suits, jackets and trousers. A wool-rich 
Merino blend that is soft, luxurious and easy to maintain. Who says you need to shout to be heard? 








this issue 


"E ——— RM Dae — 
TD a OA A itan 


à 
à 
S 


Dinesh Hinduja of Gokaldas Exports 





Strange Loyalties 


indian Airlines: 
Against a headwind 


The civil aviation ministry has put the fleet acquisition plan of 
Air-India and Indian Airlines on ice, and is about to allow pri- 
vate carriers to fly abroad. So, who is the ministry batting for? 


Interview RBI governor Y.V. Reddy talks to BWon 
how he is tailoring monetary policy based on global 
economic reality. 


Interest Rates inside the central bank's move to 
hike interest rates in India to tame inflationary expectations. 


BUSINESSWORLD 


COVER STORY : | 


A Glitch 
In Time 


Textile quotas will be history on 

| January 2005. Indian textile firms are 
hardly prepared to leverage the huge 
opportunity. In the race against time, 
and China, what can India muster? 
And just what has discouraged 
investments from flowing into the 
textiles sector? 





The Exception Some major 
players are adding capacity to grab the 
upcoming opportunity. But would that 
be enough to compete against the 
huge Chinese supply chain cities? 


NAMAS BHOJANI 





The US Elections 


With George W. Bush regaining the 
White House, it's time for New Delhi to 
take stock. Will the new administration 
take a tougher stance on issues like 
Iraq, which could pile pressure on the 
Manmohan Singh government? 


George Bush: Will this term be any > 
different for India? 





| Bank Results After a change in rules, banks decide 
to take a one-time hit on their income from securities. 


TyCO VSNL's aggressive acquisition of this fibre 
network will catapult it into the global league. 


Ad Avoidance An Initiative BBC World study 
shows the targets may be deliberately shutting out ads. 
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Businessworld 
Where’ the spirit? 


HIS is the second time in seven months that 
Businessworld is doing a cover on the demise of 
the textile quota regime and its impact on India. 
The reason is a sense of disappointment that in a 
sector with huge employment potential, we still 
haven't got our act together. On current reckoning, China is 
likely to walk away with most of the markets once the quotas 
go. We will gain too, but nowhere near what we could have. 








_ There's no other way to describe this situation than one: 


criminal mishandling on the part of the government, and 
feebleness of expectations on the part of industry. 
Businesses, crippled by restrictive policy for decades, seem 
to have forgotten how to dream and how to hope. So, not 
enough investments are going in, even as China is ramping 
up its own capacity. Associate 
Editor Latha Jishnu paints a 
picture of the opportunities 
passing us by, while Assistant 
Editor T. Surendar tracks a 
handful of businessmen who 
have the kind of spirit we need. 


Businessworld 
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I hate to spoil the festive spirit 
of the season, but the story on 
civil aviation also needs to be 
told. The Ministry of Civil 
Aviation has, over time, built a 
formidable reputation for 
opaque decision-making. Under successive governments, it 
has twisted rules to suit various interests — remember the 
way it prevented the Tatas from starting an airline? Every 
time the Tatas modified their proposal to suit the policy, the 
policy would be changed again — so much so that the Tatas 
gave up in frustration. 





In this issue, Contributing Editor Anjuli Bhargava, who has 
followed the intricate maze of civil aviation policy for years, 
throws light on the arbitrary manner in which the fleet 


| acquisition plans of Air-India and Indian Airlines have been 


grounded. What is surprising is that at the same time, the 
ministry is working hard to allow private airlines to fly 
abroad. Allowing private airlines to go abroad is a good idea, 
but restricting competition to them is not. "Some of the 
people who spoke to Businessworld for this story were 
convinced that they would never see it in print anywhere in 
the media," says Anjuli. This story, I hope, will soften such 


| cynicism, if not cure it altogether. 
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TONY JOSEPH, EDITOR 
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HE familiar, year-old question 
‘how will a John Kerry victory 
affect Indo-US relations?’ is 
now buried for good — unless 
the Massachusetts senator makes an 
other bid for the White House in 2008. 
With the re-election of George W. Bush, 
the central issue in Indo-US relations is 
one that has had a familiar ring in Wash 
ington since the UPA government took 
office in May: what does India want 
from its relations with the US? Bush's 
dealings with New Delhi in his second 
four-year term will depend on the an 
swers that the Manmohan Singh gov 
ernment have for this question. 
External Natwar 


affairs ministe! 


Singh took office deeply suspicious of 


everything the Atal Bihari Vajpayee gov- 
ernment had been doing with the US 
since 1998. Singh dispatched a set of of- 
ficials to Washington before he could 
satisfy himself that whatever the NDA 
'overnment did with the Americans 
was above board. One of these officials 
who came to Washington took several 
‘ifs’ and ‘buts’ to his meetings with 
members of the Bush administration. 
These caveats were designed to leave 
the ministers imprint on initiatives 
which the NDA government had al 

ready taken with the Americans, and 
were well under way. The Indian official 
was plainly told in Washington where 
exactly he got off. When the official went 
back to New Delhi and reported on his 


GEORGE W. BUSH'S SECOND TERM 


Closer Indo-US 
ties: the sequel 


With John Kerry 

(L) out of the 

fray for the next 

four years, 

India can try to 

build on its 

rapport with 

George W. Bush ~ 
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talks with the Americans, national secu- 
rity adviser J.N. Dixit decided to take 
matters in his hands. At stake was the 
tenuous Next Steps in Strategic Partner- 
ship (NSSP), which stands out as the 
most painstaking achievement in Indo- 
US relations since the two countries 
embarked on a new, intense engage- 
ment during the Clinton years. 

The NSSB jointly unveiled by Bush 
and Vajpayee, holds out the hope that if 
it is nurtured, one day India would be 
recognised formally as a nuclear 
weapons state. The NSSP also promises 
to open for India vistas in space, nuclear 
energy and access to America's high 
technology. In short, it mirrors the route 
China took many years ago to mod- 
ernise itself through access to US tech- 
nology. Dixit called a series of meetings 
with all those in Indian agencies who 
were involved in the NSSP. At those 
meetings, spread over six weeks, partici- 
pants were encouraged to discuss the 
pros and cons of going ahead with this 
Indo-US initiative. Everything was dis- 
cussed, including issues of national sov- 
ereignty in pursuing NSSB an issue Nat- 
war Singh was particularly concerned 
about. The consensus at these unusu- 
ally free and frank discussions was in 
favour of going ahead with this ambi- 
tious initiative by the NDA government 
with the Americans. The Bush adminis- 
tration was reassured that there would 
be continuity in Indo-US relations. 

The Bush administration's dealings 
with India in its second term will be de- 
termined by how New Delhi builds on 
this reassurance. For its part, the Ameri- 
can president's team is doing its share of 
what is needed to take the bilateral rela- 
tions forward. Deputy secretary of state 
Richard Armitage will be in India on 11- 
12 November for talks signaling the ad- 
ministration' priority in pursuing its 
engagement of India. US officials seek- 
ing better jobs in a new administration 
are loath to leave Washington at this 
time. Armitage' decision to travel to In- 
dia must be weighed against this reality 
of Washington politics and should not 
be diminished just because he is also 
travelling to other countries in the re- 
gion on this trip. A week after Armitage's 
visit, foreign secretary Shyam Saran will 
be in Washington for a fresh round of 
talks, which will focus on the NSSP but 
will also cover other areas. Dixit and his 


US counterpart Condoleezza Rice are 
now trying to recreate the kind of rela- 
tionship of trust that existed between 
her and Dixits predecessor Brajesh 
Mishra. Dixit and Rice were in tele- 
phone contact even last week, the pres- 

sures of US elections notwithstanding. 

All the same, in the next four years, 
India is certain to come under the kind 
of pressure it was never subject to in its 
relations with the US. Bush's vision of 
spreading democracy in the Middle 
East and America's cherished hope of 
regime change in Iran to avenge the 
seizure of the US embassy in Tehran 25 
years ago are in tatters because of the fi- 
asco in Iraq. Bush would like India to 
help. This time, New Delhi may not have 
the luxury Vajpayee had of finding his 
way around America’s request last year 
to send Indian troops to Iraq. The sanc- 
tions imposed on Y.S.R. Prasad and C. 
Surender, who were chairmen of Nu- 
clear Power Corporation of India, for al- 
legedly helping Iran's weapons pro- 
gramme, is an example of how 
Americans will try to arm-twist India as 
things get tougher for the Bush team in 
the coming years. 

Personal chemistry plays a role in 
America’s relations with other countries 
to a degree that is far greater than is ac- 
knowledged. If the Bush administration 
adopted Bill Clinton's commitment to 
relations with India without any reser- 
vations, it was because the then external 
affairs minister Jaswant Singh charmed 
Bush at their first meeting at the White 
House in April 2000, only three months 
after Bush assumed office. One reason 
why Pakistan has easy passage in Wash- 
ington is Islamabad's networking in the 
US military. New Delhi must also build 
up something like the ‘old school tie’ in 
Washington. More so now, as India's 
best friend in the current Bush adminis- 
tration, commerce under-secretary Ken 
Juster, is certain to be rewarded in his 
second term with a higher post. Indians 
still have to learn how to win friends and 
influence people in Washington's com- 
munity of power brokers. That, more 
than anything else, is New Delhi's chal- 
lenge in influencing the policies of the 
second Bush administration. E 

K.P. NAYAR 


The author is the diplomatic editor 
of The Telegraph 








BANKING A sorry picture 
The big ute H1 2003-04 H1 2004-05 
lun over Hi 2002-03 over H1 2003-04 
p ge Total income 9.11% 1.13% 
Other income 47.46% -19.08% 
paseos Gross profit 4.74% -0.05% 
tumed Net profit 42.47% 13.34% 
fledged massacre. 
The financial results of In- Worst-hit banks 
dia's banks for the quarter 
ended September showed Growth % Change in — Changein 
a 33 per cent fall other income* gross profit 
in incomes from securities ING Vysya Bank -96.51 -38.44 
trading compared to the Bank of Rajasthan -68.38 -5.86 
same quarter last year, as UTI Bank -64.51 -3.54 
govemment bond yields Oriental Bank of Comm. -58.90 7.13 
rose by almost 200 basis City Union Bank -56.57 -3.46 
points since the beginning ` Centurion Bank -54.66 -10.81 
of this year. Inthe previous vijaya Bank -37.47 -10.81 
quarter, incomes from Se- Bank of India -35.15 6.21 
Nini 2» nad Dena Bank -33.56 -14.18 
small margin. Canara Bank -33.04 4.78 
And banks have 
aca bor * For H1 2004-05 over H1 2003-04 Source: CMIE data base 
cent rise in net profit for Q2 


2004-05 (13 per cent for the half 
year), that's sharply down from a 20 
per cent increase in Q2 2003-04. Of 
the 29 banks that have declared re- 
sults so far for the half year, 21 have 
shown a decline in incomes from se- 
curities trading (See ‘A sorry picture" 
and "Worst-hit banks") and 12 have 
seen net profits rise during the sec- 
ond quarter compared to 2003-04. 
A big reason why banks have 

been badly hit during the second 
quarter is that the Reserve Bank of 
India (RBI) changed the rules to help 


banks cover their losses in bond trad- 


are largely protected from further hits 
in their profit & loss accounts even if 


interest rates rise further. So, this 
could be as bad as it gets and, in fu- 
ture, bond trading losses might not 
be so large for banks. Thus, it's a big 
relief for the banks, which are likely 
to go for an IPO in the near future. E 
AVINASH CELESTINE 





Sahara plans Hyderabad hub 


IR Sahara is planning to set up India’s first organised aviation hub in Hyder- 

abad. The idea is to collect and consolidate traffic to improve connectivity 

and cut down travel time. Passengers from eight northern cities would fly to 
Hyderabad within 10-15 minutes of each other and passengers from each flight 
would be able to fly to 7-8 destinations in south India. For instance, Lucknow-Ban- 
galore on Jet Airways will take nine hours now. On Indian Airlines 8:17 hours. If Sa- 
hara's plan succeeds, it will take four hours. In exchange for this highly improved 
connectivity, the Andhra Pradesh government has promised to cut the sales tax on 
aircraft fuel dramatically. Sahara is leasing three new-generation Boeings by next 
May for this operation and will he hiring about 250 people in Hyderabad. LJ 
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ANJULI BHARGAVA 


ASHISH SAHI 


VSNL'S ACQUISITION OF TYCO 


Big bandwidth, 
bigger dreams 


The deal is sure to catapult VSNL into the big league 


HIS festive season, the Tatas | large part of the fibre is yet to be lit. How- 
are simply straddling the | ever, on the Atlantic, there are 5-6 other 
world. After nearly six | submarine cables. Tata officials point 
months of tough negotia- - 


tions, Videsh Sanchar 
Nigam (VSNL) struck a $130-million 


— deal to pick up Tyco Global Network's 


(TGN) 37,208-mile (60,000 kilometre) 
submarine fibre optic network that con- 
nects northern Asia, America and Eu- 
rope. As part of the TGN deal, VSNL also 
. gets a dark [uncommissioned| fibre that 
links Japan to Singapore and 200 em- 
ployees of TGN. The Tyco cable has the 


of 7 terabits on the Pacific route. Within 
days of bagging TGN, VSNL inaugurated 
its own 3,175-kilometre, 5.12-terabit 
Chennai-Singapore submarine link. In- 
. cidentally, Tyco has supplied the optic 
fibre for the Chennai-Singapore link. 
This is the second submarine cable 
deal struck by an Indian company this 
year. A few months back, Reliance Info- 


'J comm picked up FLAG Telecom for 


$210 million. 

How does VSNL gain from this deal? 
TGN has almost 80 per cent of the exist- 
ing fibre capacity on the Pacific route. A 


' largest capacity globally. Itis ofthe order | 








out that the growth will be in the traffic 
on the Pacific route, while the Atlantic 
route will provide a steady stream. 
Considering that the telecom and 
data boom is happening in the Asia-Pa- 
cific, TGN will provide quick connectiv- 
ity for the region to the US. It is expected 
that bandwidth demand will double 
every year, a much more conservative 
estimate than that made prior to the 
dotcom bust. Bandwidth demand will 
also depend to a large extent on how 


quickly prices of handheld devices | 


come down. 
The acquisition of TGN in a way cul- 
minates the process that the Tatas be- 


| gan with the acquisition of VSNL in | 
2002. With this deal, VSNL becomes an | 


end-to-end telecommunications solu- 


tions provider. It also plans to leverage | 


the fibre with the strong global presence 


of group company Tata Consultancy | 
| Services [TCS]. So, along with the IT so- 


lutions, TCS will now be in a position to 
offer network solutions too. Today 
VSNL is TCS's biggest data circuit 
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With Tyco in the bag, Kishore Chaukar 
can chalk out a global roadmap now 


provider. “The deal is not just a benefit 
to TCS but to the entire IT industry, as 
bandwidth and connectivity are the key 


| requirements of the IT and BPO indus- 


try,” says Chaukar. 

TGN already has about 100 key 
multinationals among its clients. VSNL 
will now be in a postion to give these 
customers a local point of contact for 
their entire network. 

As part of this process, VSNL has al- 
ready set up offices in Singapore, the US 
and UK. It now plans to open offices in 
Hong Kong and Europe. TGN has oper- 
ating losses worth $70 million in the lat- 
est fiscal year. However, Chaukar says 
that VSNL is starting on a 
clean slate and that “there is 
no debt whatsoever”, 

It remains to be seen how 
quickly the Tatas can recover 
their investment. Consider- 
ing that many multinational 
companies are already on 
the network, that should not 
take them too long. The deal 
could also be just the right 
lever for the Tatas to consider 
expanding their telecom 
footprint to other parts ofthe 
world. Are we going to wit- 
ness the Tatas making their 


E New VSNL cable 








vs m̃ Dark fibre (Tyco) $ next move in the telecom 
NL-Tyco global network E Tyco's network & sector soon? E 
2 ANUP JAYARAM 
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DOES YOUR COMPANY 
CASH FLOW STATEMENT 


REFLECT ENERGY EFFICIENCY 
AS A SOURCE OF REVENUE ? 








You may be missing out on a bright 
business opportunity 





Energy efficiency helps in 
Plugging Revenue Leakage... 


IREDA makes it easy with attractive financial packages 


— Indian t —— Energy Development Agency Limited 
m 


aeter eer Complex, Core-4A, East Cou decis vea» Sy — INDIA 
Contact us at : 24682214-21 E-mail —— 
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T has been a hectic few weeks 

for the dollar. The greenback has 
fallen about 3 per cent against the 
euro and nearly 4 per cent against 
the yen since early October. Will it 
Claw its way back up or is this the 
beginning of the long awaited final 
collapse that financial markets 
have been waiting for? 

If it's the latter, then the 
surprising thing is that it has taken 
so long. The US economy's current 
account deficit is around 5.7 per 
cent of GDP and is forecast by 
some to rise even higher. 

The US savings rate is pitifully 
low and the only reason the dollar, 
under such circumstances still 
remains 'high' against the euro and 
the yen (even though it has fallen 
20 per cent against the euro in real 
terms over the last two and a half 
years) is because Asian central 
banks have been buying dollars in 
huge amounts to maintain the 
export competitiveness of their 
respective currencies. 

In recent months, however, 
those purchases, too, have sta 
to wane. In July and August, 
foreigners bought 'only' $61 billion 
worth of US securities as 
with an average of $76 billion in the 
previous 10 months, according to 
Morgan Stanley. 

In recent weeks, senior officials 
of the US Federal Reserve have 
talked more and more about their 
worries about the large size of the 
US current account deficit. 

Fred Bergsten and John 
Williamson, both of the Institute for 
Intemational Economics, argue that 
the dollar needs to decline by 
another 20 per cent or more to 
make the US current account 
deficit sustainable. Much of this 
correction must come against 
China and other key Asian 
currencies, they argue. 

This is where the US election 
comes in. According to economist 


— M — — — — —— —s —— — —— 


by Avinash Celestine 


Stephen Roach, who has remained 
perennially pessimistic about the 
dollar, Democrat John Kerry's 
concern about jobs means that he 
is far more likely to be accepting of 
a decline in the greenback's value 
than Republican George W. Bush, 
should the former win. The Bush 
administration, officially at least, 
has maintained a 'strong dollar' 
stance. Either way, the US dollar is 
likely to continue to remain choppy. 


Æ 


N its latest World Energy Outlook 

(2004), the International Energy 
Agency (IEA) predicts that world 
primary energy demand is likely to 
rise by 59 per cent from now till 
2030. Some 85 per cent of that 
increase will be in the form of 
carbon-emitting fossil fuels: coal, 
oil and natural gas. And two-thirds 
of the new demand will come from 
the developing world, especially 
China and India. 

The IEA predicts that the use of 
gas is likely to double by 2030. 
Coal will continue to supply a fifth 
of worid energy requirements, 
mostly in power generation, and it 
will be increasingly concentrated in 
China and India. “More and more 
oil will come from fewer and fewer 
countries, primarily the Middle East 
members of OPEC,” says the IEA. It 
adds: “The dependence of all 
importing countries on those 
suppliers will grow.” 

IS 


CCORDING to the Centre for 

Monitoring the Indian Economy 
(CMIE), between April and 
September this year, companies 
raised a total of Rs 5,603 crore 
from the international markets 
compared with just Rs 75 crore in 
the same period last year. That's 
around 18 per cent of the total 
resources raised by companies 


during that time. À 
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GPS 


Now the civilians 
can get it too 


T sets 40-odd police vans in Mum- 
i bai apart from others in the country. 

Its global positioning system (GPS) 
devices. And not just the police, now any 
civilian can equip his vehicle with GPS. 

Till some time ago, only the defence 
forces were allowed to use these devices. 
However, recognising its potential util- 
ity for telecom and taxi-service opera- 
tors, civil surveyors and tourists, among 
others, in February this year, the govern- 
ment removed the restrictions, making 
GPS available to civilians. 

Consequently, Delhi-based Aerial 
Services, the company importing and 
supplying GPS devices to the defence 
forces for the last 10 years, has set up 
GPS India to cater to civilians. GPS Indía 
is the master stockist and dealer sup- 
plier for Kansas-based Garmin, the 
world's largest maker of GPS devices. In 
the US, defence, recreation and road 
navigation, in that order, use GPS de- 
vices the most. 

GPS Indias first offering is the 
GPSMAP 276C, which was launched in 
the US in July. It will set you back by Rs 
80,000 (41 per cent import duty). Sumit 
Sabharwal, marketing head of GPS In- 
dia, says: "But sourcing maps is a prob- 
lem in India. Entire areas are not per- 
mitted to be plotted. Like abroad, we 
intend to have our own geographical in- 
formation systems (GIS) unit to draw in- 
house maps for us." For the moment 
users have to make do with a base map 
showing inter-state and highway routes 
provided by GPS India. 

Sabharwal hopes to sell the product 
through the auto acces- 
sories dealer network. B 

AARTI KOTHARI 





The first airline to take internet broadband on board. 
With FlyNet', a unique portal for the latest news. 
And bringing your coffee as fast as your kilobytes. 


All for this one moment. 


There's no better way to fly. — ( , Lufthansa 
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CHAIRMAN of Life Insur- 
ance Corporation (LIC) since 
2002, Sunil Behari Mathur, 
retired on the last day of Oc- 
tober. Phasing out unsus- 
tainable schemes, aggressive 
competition from the new 
private insurers and an un- 
relenting regulator — 
Mathur has had his hands 
full in his term. The good 
news is he hasn't been afraid 
to bite the bullet. Unlike few 
other public sector chair- 
men, he submits that one of 
his successes has actually 
been “slowing down" LIC'S 
growth rate. BW's Vikas 
Dhoot and Ranju Sarkar 
caught up with him. 


m How were your first few 
days in office? 

We had just come out of a 
period of very high growth 
for two years — new pre- 
mium grew by 65 per cent in 
2000-01 and 137 per cent in 
2001-02. But this was driven 
by products offering high 
rates of return. Then we de- 
cided to withdraw these 
products, some of which 
had unaffordable guaran- 
tees. These were very popu- 
lar products and accounted 
for more than 70 per cent of 
new premium income in 2001-02. The 
unglamorous task of having to show 


negative growth in new premium (fell | 


upon me). Then the solvency margin is- 


sue came up. Historically, LIC had never | 


provided, as the act didn't require LIC to 
maintain a margin. Whatever surplus 
was there, 95 per cent goes to policy- 
holders and 5 per cent to the sharehold- 
ers. But, IRDA (Insurance Regulatory 
and Development Authority) asked us 
to make provisions. We did make out a 
case based on international practices 
that we shouldn't be asked to provide for 
our old policies so quickly. Now we have 
provided 111 per cent of solvency mar- 
gins. We roughly need another Rs 5,800 


crore to meet the 150 per cent require- | 


ment. The fair market value of our equi- 


ties was higher than their book value by | 


Rs 21,000 crore. But unlike other mar- 
kets, market value isn't considered here. 


INTERVIEW/S.B. MATHUR 


The candid 
contrarion 








. have happened in your term? 


from unitlinked products. 





said to be playing that role. Is this true? 


I don't know... what can they say? When 
the market is going down, they will say : 
‘buy’. We buy in any case. Last year, the | 
market was up and we did a lot of sell- 
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m What are the significant things that 


These two things [the withdrawal of | 
products and meeting solvency mar- 

gins] gave us confidence. Earlier, it was | 
thought that LIC does not react to | 
changes. But now, we have started re- | 
acting to market changes very fast. We 
are able to introduce new products and 
market them. Take unit-linked products 
(ULIPs), for instance. We were not able 
to sell them two years back, but last year 
we got Rs 373 crore of new premium 


a Earlier, it was said that the government | 
used UTI to prop up the market. Now LIC is 









ing. This is a natural thing. We do 
get calls, but they don't say ‘you 
buy X, Y, or Z scrip. All they 
would say is: "Market down hai, 
kya kar rahe ho?" And we say 
that we're buying in any case. So 
there's not much to be read into 
all this. Of course, when a gov- 
ernment issue comes, we do get 
calls. We say, it will first go to the 
investment committee for ap- 
proval. But who wouldnt have 
applied for shares like NTPC or 
Gail, anyway? 


m How long do you see LIC con- 
tinuing to be the most dominant 
player in the market? 
I personally feel that for at least 
another ten years, LIC will con- 
tinue to be dominant. It all de- 
pends on how our sales force 
gets attuned to this [competi- 
tion]. In the month of July, our 
market share actually increased 
by 0.42 per cent [in the face of 
competition]. Now we are re- 
defining the incentive schemes 
of our development officers. 
New premium is growing by 60 
per cent and it's been driven by 
ULIPs as well as conventional 
products like endowment as- 
i surance. If this picks up, I think 
: the loss of market share will be 
very small. We may even recoup 
some ofit. 


m What do you think are the chinks in 
LIC's armour, still? 

Earlier, we were obsessed with handling 
volumes — 12 crore policies, 2,000 of- 
fices; computerisation was there, but 
wasn't all-pervasive. A lot of manual in- 
tervention was required. Now policies 
are increasing at 2 crore per year. Next 
year, it will be 17 crore plus. So we are 
getting into an environment where we 
manage numbers while others are 
working on qualitative improvements. 
The challenge is to imbibe the culture of 
quality. We can't go on taking pride from 
numbers — numbers are impressive, 
growth is impressive, but quality of work 
is important. w 


For the full text of the interview 


BEING NO. 1 

MAKES US KING. 
OUR CUSTOMERS 
WEAR THE CROWN. 


IBM © server xSeries. The leading server in its market segment: ui 


— — — — — — — + 


Our customers don't just buy servers from us. They buy years of expertise and trust. They buy IBM because of the huge 
range of products they can choose from. For the unmatched technical excellence. For the sheer breadth of market coverage. | 
And for the kind of attention we give our customers. And it's paying off. The ultimate accolade came from Mr. Abir Basak, 

a Senior Manager at Aviva Life Insurance who said, “Our customers trust us with their lives. With our server consolidated 
on IBM xSeries, we can now focus on serving them - for life and beyond" An accolade from a valued IBM customer who 
swears by our products and makes us feel great. Like kings. 








( server — 


IBM is a registered trademark of Intermabonal Business Machines Corporation in the US and/or othar countries. Other company product or service names may be trademarks o service marks of their respective owners Intel, Intel Iago, intel Inside. 
intei inside logo, inte! Centrino, Intel Centrino logo. Celeron, Intel Xeon, intel SpeedStep, Itanium, Pentium, and Pentium Ill Xeon are trademarks or registered trademanis of ints! Corporation or its subsidiaries in the United States and other countries 
" Source: IBM led the 186 server segment in India, in Q2 2004 with 274% unit shipment and 36.2% revenue market share according to IOC AP Enterprise Server Tracker, 02 2004 OM 10865 








‘India is 
right for 
animation 


CAN Hanuman be turned into a global 
superhero? Can the tales of the Panch- 


tantra be told with a global punch? 


Maybe not. India has had a dismal 
record in the global business for anima- 
tion. On concept creation, we cant catch 
up with Hollywood, On execution, al- 
most any country from the Philippines to 
China can beat us on costs and quality. 
However, William 'Bill' Dennis still be- 
lieves that India can be a global anima- 
tion force, both as a market and as a cre- 
ator. Dennis should know. He has been in 
the business for 30 years, with companies 
like Walt Disney and Turner. As CEO he 
helped develop Toonz Animation in 
lI'hiruvananthapuram. Currently he is 
president of the Indian arm of Associa- 





tion International du Film d'Animation. 
BW's Vanita Kohli-Khandekar caught 
up with him on his recent visit to India. 


m Why do you believe in India? 

Because I think the economy is right, 
the raw talent is right, vou are an Eng- 
lish-speaking country that understands 
Western humour, so all the things that 


SANJIT KUNDU 


are needed are there already. 


m Hollywood is able to tell its stories in a 
global language; India is still about hands 
for hire. Comment. 

[he rest of the world has to think of us 
[India] as people able to do work from 
beginning to end. If we dont start devel- 
oping our own IP (intellectual property) 
we willlose out because any other coun- 
try can undercut us on costs and man- 
power, It has already started happening 
to the Philippines; three of the largest 
studios there have shut down. 

When we are hands for hire, the 
business could go away anywhere — to 
China or Taiwan. But when you create, 
you cant just make a series for Indians. 
When we did Tenali Raman [for Toonz], 
the fine line was not to disengage with 
Indians and yet be able to talk to a US 
audience. You have to take a character 
out of vour folklore and give it an inter- 
national spin. All the studio heads I 
speak to are trying to do it. Tenali Raman 
was sold to [is still selling to] TV stations 
like Nick Jr in Asia, in the EU, in North 
America, Singapore. It is doing very well. 


¥ What do the Indian players need to 
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crack the global market? 
One is funding — all the countries that 
have done well have done with state 


support in the form oftaxholidays, For => 


example, a country like Canada of- £ 
fers its studios incentives to develop 
their own products, 

For some reason, however, financial 
institutions here [in India] prefer to fi- 
nance manufacturing. They find it eas- 
ier; you make a widget for $1 and sell it 
for $2. Animation takes at least a year to 
develop and maybe a year and a half for 
the money to come in. Investors are not 
used to that. But the fact is that an ani- 
mation IP will run for years. 

Two, people. There aren't enough 
trained animators to go around. There 
are just these 75-100 animators who 
keep shifting from one company in 
Mumbai to another in, say, Thiruvanan- 
thapuram, following the money and the 
animation projects. 


m Indian animators are trying to force TV 


Yes, they should. If they are forced to 
carry India it will create a demand for lo- 
cal animation and pushupitsprices. Wi 


sizzling figures. 


Hi-fi svstems 


Kitchen appliances | 2 





85u22 


Lifestyle products 1109 
4-wheelers 447 
Figures in thousands. 
Source: NRS 2003 





j HE backlash 


ing to India has 
done little to stem the 
flow of companies setting up captive 
operations here. Over the past year, 
there has been something of a boom, 
and those coming in aren't small fry. 
Bank of America has set up an In- 





against outsourc- 


For each his own 


to offshore 2,300 jobs. Mobile hand- 
set maker Ericsson has asked Gur- 
gaon-based DLF to build a 150,000 
sq. ft facility for its BPO operations. 
The current wave of captives set- 


, ting up base in India is distinct from 





the previous one (GE, Amex) in terms 
of the size of their operations. "A lot of 
the newer players are likely to set up 








dian subsidiary called Continnum, smaller operations and outsource the 
which is scaling up its captive centre | rest of the less sensitive work to third- 
in Hyderabad. There's also talk that party vendors here," says a senior 
British Airways (BA) may setup a new | Nasscom official. 

captive in India, though WNS, in which Captives currently constitute 60 
BA has a minority per cent of the to- 
stake, will continue Y ^h tal BPO market in 
to handle part of Making a beeline India and that is 
its back office Sompany a likely to remain 
work. UK insur- | BankAm* 1,000 Hyderabad | constant, even 
ance major Aviva British Airways NA. NA — | though first gen- 
entered the coun- | Morgan Stanley 21000 Mumbai i | eration players 
try lastyearand | Colt 350 Gürgäon™ | — like GE are plan- 
signed up three In- | Nokia 150 Bangalore | nincto get out of 
dian vendors on vU 250 Mumbai $ the business. W 
build-operate- Aviva 2.300 nylon 3 SNIGDHA 
transfer contracts | — — ET] S SENGUPTA 








When it comes to shifting car sales into top gear, one publication leaves all others miles behind. 
Hot wheels sell like hot cakes among Eenadu readers - close to 4.47 lakh of them purchased a brand new 
set of wheels this year. What's more, look carefully under the bonnet, and you'll unearth some even more 


Over 8.84 lakh Eenadu readers plugged into hi-fi systems. While close to 27.67 lakh of them sizzled up 
the sales of kitchen appliances. 


Advertise on Eenadu. And watch your products fly off the racks. No speed limits on these sales figures, for sure. 
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ADVERTISING 





C&S TV 70% 
Hoardings/bus shelters 65% . 
Terrestrial TV 62% 
E = Avoidance 
Language dailies è 
English Bll National media ti 
dailies 
Internet sites E Personal media " 
Dieot aona OES advertising work? Next 
Emails to ‘I love you’, those three 
AIR radio words generate the maxi- 
FM radio mum debate, discussion, 
SMS 14% Advertising avoiders gossip, speculation and so on. 





| . There are truckloads of brand track- 
Note: The percentage of people avoiding advertisements on various media in g stu dies, and rea dership and viewer- 


ship surveys on what shows people 





100 ion? watch. TAM regularly tracks the ratings 

for advertisements. But not much of the 

80 80 research on the Rs 11,000-crore ad 

60 60 billings industry focuses on ad avoid- 
ance — who does it, why and when. 

40 40 A recent Initiative BBC World study 

of advertising avoidance has done ex- 

49 40 actly that and come up with some rather 

0 0 interesting nuggets. The study inter- 

SECA SECB SECC 15-24 25-34 35-44 45+ viewed 1,750 people in four metros 

we " "m T (Delhi, Mumbai, Kolkata and Chennai), 





Bl Non-users I Non-avoiders 
W Avoiders — B Extreme avoiders Do demographics matter? in age groups of 15 and above and 


across socio-economic clusters. It de- 
Note: Higher economic groups (SECs) and younger age groups show higher avoidance fines advertising avoidance as anything 
people do to avoid ads, from putting the 
TV on mute when a commercial comes 
on to changing stations on the radio or 
TV when a break happens. 

The bad news is that all those SEC A 
types that you thought you were reach- 
ing with your high-decibel campaigns 
on various media are the biggest ad 
avoiders. And a lot of the avoidance 
Non-users Extreme avoiders Avoiders Non-avoiders happens on television and print, where 
the maximum advertising money goes, 
Mumbai, the Mecca of Indian advertis- 
E Opportunists The advertising-shopping relationship ing, Shows the maximum ad avoidance 
— blame it on a jaded palette. 

The good news is that programme 
promotions, contests, pop-ups, tickers 
and other ‘innovative’ forms of adverti- 
sing get a better response. 'Personal me- 
dia, things like SMS and email are 
avoided to a lesser degree. 

Does it mean advertising doesn't 
work? No. Ask any media planner/buyer 
and he'll tell you that for real impact 
there is nothing like a 10-second spot on 








Note: Consumption of ads converts ‘prudent’ shoppers into ' opportunists 


ge 100 





0 $ a high-rating show like Jassi... or on a 
Bl National media Media reach (%) j blockbuster on HBO. Take this study, 
lll Localised media like all the other ad track ones, with a 
Bl Persona! media Avoidance lowest in personal media 4 pinch of salt and some intuition. m 


Source: Initiative BBC World Adwatch 2004 VANITA KOHLI-KHANDEKAR 
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| have everything | want. 





Lets talk business. How do you improve your business environment with 
greater productivity and efficiency? 

The new Canon imageCLASS MF5630 and MF5650 all-in-one printer has it all. 
We are talking about high quality printing, outstanding scanning capability and 
the largest memory capacity in the market. Canon's new laser all-in-one also 
enhances your image quality with an advance scanning support software and 
makes copying/scanning a breeze with its Automatic Document Feeder feature 
What's more, the Canon imageCLASS comes complete with FREE virtual 
document software: Newsoft'" Presto! PageManager 6 and Scansoft' 
OmniPage SE. For lower volume users, choose from the more compact 
imageCLASS MF3112 series. Canon's new laser all-in-one printers are truly 
high performers uncompromising on speed and delivery 


imagecCLASSMF 5530 


ImagecLASSMF311e2 


SCAN 






1200 x 2400dpi resolution 
* Colour CCD Scan 
* Scan to PC/Email 


* 1200 x 2400dopi resolution 
* Colour CCD Scan 
* Scan to PC/Email 


COPY + Speed 1:80pm * Speed 20cpm 
* 800 x 600dpi resolution * 800 x 600dpi resolution 
* 50-sheet Auto 


* Document Feeder * Speed 20pom 
* 1200 x 600dpi resolution 
PRINT + Speed 18ppm 

* 1200 x 800dpi resolution 


OUTH & SOUTH EAST ASIA REGIONAL HEADQUARTERS: CANON SINGAPORE PTE. LTD 
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* 
ANON INDIA PVT, 1 


| HARE 


FAX 


COPY 


PRINT * Speed 18 ppm 





UH FHOF 


YOER í 





* Super G3, 33.6kbps 
* 3-second per page transmission 
* PC-Fax (outgoing) 


* Speed 18 cpm 
* 600 x 600 dpi resolution 


* 50-sheet Auto Document Feeder 
* Collation & 2-on-1 feature 


* 1200 x 600 dpi resolution -—— 
imageCLASSMF5Bb 50 
FASTER, MORE PRODUCTIVE 


64MB MEMORY AND USB2.0 HI-SPEED CONNECTIVITY 
FOR FAST IMAGE PROCESSING 


IT AVENUE 


HEENS. DLF I 





ADVERTISING & MARKETING 





POST iTS 





CASHING IN ON JACKIE Why is Bajaj Auto using Asian idol 
Jackie Chan in the ads for Discover, its latest motorcycle? The 
ad shows the actor as a monk succumbing to the temptation of 
the bike and comes at a time when the company is eyeing 
South-east Asia, the biggest two-wheeler market in the world. 
So, is there a connection there? Apparently not. Says R.L. 
Ravichandran, vice-president (marketing), Bajaj Auto: “The 
campaign has been created only for the domestic market and 
there is no intention to extend it to other Asian markets.” 


REDIFF'S CITY OF 
JOY When billings for 
an agency's Kolkata 
branch double every 
year, it makes good 
copy. Out of a total 
city ad pie of Rs 150 
crore, Rediffusion has 
seen its share jump 
from Rs 15 crore to Rs 30 crore over the last one year. In a 
booming local market, it has added Peerless Financial Ser- 
vices, Bengal Peerless, Dey's Medical, Tata Steel's Shaktee, PC 
Chandra jewellers, and Metro Dairy to its portfolio. Plus the 

Rs 100-crore Airtel account and, of course, Eveready. 


MOVING ON After 17 years with the Lintas (now Lowe) group, 
Ajay Chandwani has quit. The 40-year-old president of SSC&B 
Lintas feels that it is time he moved on. His biggest achieve- 
ment, he says, was setting up a new agency within 

the Lintas fold after Karishma, its earlier sec- 
ond agency, did not work out. “In SSC&B Lin- 
tas we wanted to create a culture with the 
strengths of Lintas and international stan- 
dards in creativity." They seem to have suc- 
ceeded in that. In 1996, SSC&B Lintas won 
the first Golden Lion for India, for its 
Hexit campaign. It has won over 100 in- 
ternational awards and has billed over 













SECOND ADVERTISING AGENCIES 


Family matters 


HE story is in the table. During the last one year, a 

number of India's top advertising agencies have set 

up second agencies. JWT, Grey, Mudra, Contract 

among others are spawning second and, at times, 
third agencies. The reasons could range from the need to han- 
dle conflicting brands to getting into newer product cate- 
gories. But it all boils down to the need to grow as the 
Rs 11,000-crore (billings) ad business gets into a happy 
mood, once again. 

Hasn' the ad business been there, done that in the mid- 
nineties, when second agencies were a hot fad. There was Ar- 
tig and Speer from O&M, Edge from Everest, Karishma from 
Lintas, and Interact Vision from Mudra among half a dozen 
others. Almost all of them, except perhaps SSC&B Lintas and 
Contract failed. They were always grappling with their raison 
d'etre. "These agencies were able to attract only sub-par talent 
because they were never clear of their distinct value offer- 
ings," says Arvind Sharma, managing director, Leo Burnett. 
So how is this encore different? For one, the reasons driving it 
go well beyond plain conflicting business. This time admen 
seem to have a growth strategy which uses second agencies as 
acrucial pawn for a number of reasons. 


Meet the sibling 


Parent Agency Subsidiary Agency Launch Date 








NEERAJ TIWARI 


MOVING 


ARISTA'S problems with 
its senior managers 
continue — Yogesh Samat is 

the third one to quit the 
four-year-old company. Ear- 


two years. He is sticking to 
retail, for now. Samat has 

| joined K. Rahejas Inorbit 
Malls as CEO. Currently, 
there is a single Inorbit mall 


lier, Jayant Kochar and Ravi in northern Mumbai. Samat, 
Deol, too, left after disagree- | however, hasa clear agenda 
ments on the direction the to grow the business. 
business was taking. Samat Mall management repre- 
is keeping mum, except for sents a challenge quite dif- 
saying that a change in man- | ferentfroma niche retail 


agement (from the Tatas to 
C. Sivasankaran) at Barista 
prompted him to make the 


business like Barista. Says 
Samat: "A mall has two sets 
of customers, the retailers 


Rs 100 crore over the last four years. move. An IIM-A alumnus, | and the end consumers and 
Chandwani is still undecided about _ Samat has been with Hin- we have to understand both, 
where he will go. " = dustan Lever prior to joining | unlike a speciality retailer." 

= Barista, where he worked for | In his first two months as 
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One, to handle the double-digit growth. “Agencies might 
face a revenue block with some of their bigger clients and fu- 
ture growth could be achieved by servicing smaller players in 
those categories. G3 (Grey's second agency), for instance, sees 
tremendous potential in tapping regional marketers who 
have ambitions of becoming national or even global players,” 
says Nirvik Singh, managing director, Grey India. 

Two, to take on conflicting brands. Says Sandeep Goyal, 
CEO, Dentsu India: “There are multiple brands in several 
product categories like automobiles and electronics, but not 
enough top-class agencies to handle them". Within five 
months, Dentsu has launched two agencies of similar size — 
Dentsu Marcom and Dentsu Communications. In the auto- 
mobile segment, for instance, Dentsu Communications han- 
dles Toyota, while Dentsu Marcom handles Honda. 

Three, second agencies can be structured to service 
smaller niche clients, which bigger agencies cannot. JWT, 
which spawned the only successful second agency (Con- 
tract), is planning to launch a third agency — Conquest Ad- 
vertising. The idea, apparently, is to focus on small and 
medium enterprises. Says Jagdip Bakshi, vice-president, JWT 
and CEO designate, Contract: "There's an agency called High 
Street in the UK which services only retail clients and has 
been very successful. Considering the number of malls and 
hypermarkets on the anvil, there might be a viable business 
model for such specialised shops in the future”. 

Last, unlike earlier, most are open to buying out agencies 
to plug into categories where they do not have a presence, For 
example, Mudra is on the verge of acquiring an independent 
agency that will give it a larger market share that it has not got 
organically. The acquisition will expand its portfolio to in- 
clude product categories like automobiles, where it doesn't 
already have a strong presence. 

This round of spawning looks set to deliver good strong 
second agencies capable of handling growth. Let us hope ad- 
men dont lose their nerve at the first sign of a slump. ES 

ADITYA KHANNA 


AROUND 


team scouts for 
high-street shops 
that could drive 
business to the mall. 
For example, Rajd- 
hani, an eatery in 
south Mumbai for 

: decades, set up 

À shop at Inorbit this 
year. Itis now ex- 
panding into other 

malls, following its success 

at Inorbit. Samat also wants 





CEO, Samat has been 
hands-on, walking around 





the mall to understand the to take malls to mini-met- 
business. The way forward, ros. “There is very little oxy- 

he says, is to encourage | gen at the top ofa moun- 
small, high-street retailersto | tain,” he quips. H 
enter Inorbit's malls. Samat's IRSHAD DAFTARI  ' 





HWAAS (breath), In- 

dia's entry to the Os- 
cars, leaves you in tears. 
My nephew wamed me to 
be prepared for a good cry 
when I sat down to watch 
this National Award winner 
in Mumbai and | pooh- 
poohed the idea. But as 
Shwaas takes you inside 
seven-year old Parshya’s 
(Parshuram) world, you cry 
and cry, long after the film 
has ended. But that is not 
why the 90-minute Marathi 
film is a great choice far the 
Oscars. It is short, has a 
modern setting, and yet has 
an age-old tale, unlike La- 
gaan or Devdas — our Os- 
car entries for the last two 
years. Parshuram, a preco- 
cious village kid, has a rare 
cancer in his retinal nerves. 
The choice is his eyes, or 
eventually his life. How his 
grandfather makes those 
choices and how Parshya 
spends his last few days 
with his fading eyesight can 


| turn the guts of the most 


hardened film critic. | would 
place a small wager that 
the Oscar jury will dab their 
eyes a bit at this one. It is a 
‘human interest’ story told 


Hollywood ishtyle. 


BUSINESSWORLD 21 15 NOVEMBER 2004 


| MEDIA ROOM 


OULD you watch a 

film on your cell 
phone? That is what UK- 
based The National Endow- 
ment for Science, Technol- 
ogy and the Arts (NESTA), 
hopes. It has offered 
£2,000 to aspiring filmmak- 
ers for creating short films 
that could be seen on mo- 
bile phones . ‘Pocket 
shorts’ (against Intemet 
shorts) are aimed at film- 
makers from England. The 
idea is to develop a new 
distribution channel that will 
allow audiences to down- 
load the final films online 
for free or send it to other 
phones. They could become 
a cost-effective promo- 
tional tool for filmmakers. 


T may be that | am 

speaking too soon. But | 
would (again) bet that its 
latest show, Indian Idol, 
could be to Sony what Kaun 
Banega Crorepati was to 
Star. This hunt for singers 
makes you laugh and also 
feel bad, and makes you in- 
volved from the word go. As 
Farah Khan, Sonu Nigam 
and Anu Malik make fun of 
everybody from sweepers 
to schoolteachers wanting 
to make it as singers, you 
can't help having a good 
time. However, two things 
set Sony and Star apart. 
One, Sony does not need a 
KBC-like show as badly as 


| Star did in 2000. Two, 


Sony's ability to cash in on 
this show to push the net- 
work to numero uno, could 
be questioned. Remember, 
it did well with cricket, but 
that hasn't reduced the gap 
between Sony and Star — 
on both revenues and rat- 
ings — substantially. F 
VANITA KOHLI-KHANDEKAR 






The author is consultant 
editor of The Telegraph. 


The 
finance 
minister 
has 
collected a 
formidable 
phalanx of 
talent — 
Rakesh 
Mohan, 
Partho 
Shome, 
Ashok 
Lahiri and 
Ajay Shah 








ministry as secretary (economic 


lier as advisor to the minister. To- 
gether with Ashok Lahiri as chief economic 
advisor (CEA), they make the strongest team of 


economists that the finance ministry has had | 


for along time 

The first economist to wield power in the fi- 
nance ministry was J.J. Anjaria. He brought in 
I.G. Patel from the International Monetary 
Fund (IMF). After Anjaria's departure in 1962, 


I.G. was the economic czar till the early 1970s. | 


I.G. believed that economic policy-making 
would improve if economic expertise was 


spread into other ministries, so he persuaded | 


| many ministries to recruit economic advisers. 


Amongst them was Manmohan Singh, who 
joined the commerce ministry. In the 1970s, 


. Manmohan Singh took the reins in the finance 





ministry. When he was elevated to the Reserve 
Bank in the 1980s, Bimal Jalan and Deepak 
Nayyar took over the finance ministry. Their 


| reign coincided with the crippling payments 
| crisis of 1989-91. Manmohan Singh, who was 


brought in to tackle the crisis, changed his 
team; he brought in Montek Singh Ahluwalia as 
secretary (economic affairs) and Shankar 
Acharya as CEA. The process was begun in his 
time to bring in Partho Shome as advisor, but it 


affairs) on 2 November; Parthas- | 
arathy Shome joined a month ear- | 





Watch the 
finance ministry 


AKESH Mohan joined the finance | 


purposes; the relaxation unleashed the indus- 
trial boom of the late 1980s. He began as an in- 
dustrial and urban economist, but he has con- 
siderably widened his initial range since the 
1980s: he has been CEA, director general of the 
National Council of Applied Economic Re- 
search, chairman of the task force on infra- 
structure and deputy governor of the Reserve 


| Bank. He has the broadest experience of all the 
| economist bureaucrats. 





was lost in the shoals of bureaucratic obstruc- | 


tion. Thus, except for the few months when I 


| and Shankar Acharya coincided, Manmohan 


Singh found two economists in the ministry 
sufficient. Chidambaram has three economists 
at the level of secretary, plus Ajay Shah in a con- 
sultant's position. Never has the finance minis- 
ter been assisted by so many economists. 

Nor is it just a matter of numbers. Rakesh 
Mohan was arguably the first reformer in the 
government. It was Amarnath Varma and he 
who persuaded Ajit Singh to raise the exemp- 
tion limit for industrial licensing so high in the 


| mid-1980s that it ceased to matter for practical 





Parthasarathy Shome is perhaps the most 
internationally-prized Indian economist. The 
IME when it lends to countries that have ruined 
themselves, also sends a team of economic re- 
pairmen to ensure that the countries get back 
on their own feet. Partho Shome was one of 
IMF's best fiscal repairmen. His skills were so 
highly valued that a number of Latin American 
countries offered him nationality; how many 
Latinas offered themselves to him is not 
known. But he resisted the blandishments of 
both. After his bid to join the finance ministry in 
the early 1990s failed, he took over the National 
Institute of Public Finance and Planning as di- 
rector. But Raja Chelliah, chairman of its gov- 
erning board, made his life miserable. The IMF 
was delighted to welcome him back, and made 
him director of its training institute in Singa- 
pore. Thence he comes to the finance ministry. 
Partho is one of the world’s foremost experts on 
value added tax (VAT) and will no doubt help in 
orchestrating the changeover to it, which is 
now only five months away. 

Rakesh Mohan has strong liberal convic- 
tions and tends to shoot from the hip; Partho 
Shome has a very clear view of fiscal reforms. 
Just in case they threaten to move too fast, 
Ashok Lahiri, the chief economic advisor, will 
provide the ballast. He is level-headed and sen- 
sitive to bureaucratic compulsions, and is likely 
to ensure that the boat is not rocked. And Ajay 
will continue to push for pension reform. After 
the lacklustre years of Yashwant Sinha and 
Jaswant Singh, the finance ministry promises 
to become an interesting ministry again. = 
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SBI Car Loans 
leave all other car loans behind 


Because SBI offers you car loans at the most 
competitive rates, without any prepayment penalty. 





* Interest rates - up to 3 years - 9.25%; from 3 - 7 years - 9.75% 

* Free personal accident insurance 

* Optional Life Insurance at very competitive rates 

* Loans for purchase of new as well as used cars and multi-utility vehicles 


* Easy and long repayment period up to 7 years for new cars and upto | MERI CAR 
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Bangalore (80) 2997386, Bhopal (755) 5288174, Bhubaneswar (674) 2402448, Chandigarh 172) 2701513 
Chennai (44) 28215443, Guwahati (361) 2606954, Hyderabad (40) 24756758, Kolkata (33) 22130622, Lucknow (522) 2234027 


Mumbai (22) 22026531, New Delhi (11) 23368953, Patna (612) 2209081, Thiruvananthapuram (471 1321287 
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INDIAN INTEREST RATES HAVE 
been falling since 1999. Now, they 
could go up in the months ahead. 
Reserve Bank of India (RBI) 
governor Y.V. Reddy has started with 
a modest 25-basis-point rise in the 
repo rate. This is, perhaps, the first 
time that the RBI has tried to 
influence the financial system 
through subtle hints rather than 
direct blows. The success of these 
policies will test the maturity of both 
the financial system and the central 
bank. In an exclusive interview with 
Niranjan Rajadhyaksha, Reddy 
talked about monetary policy, the 
global economy, and more. Excerpts. 


@ There has been a rise in inflation 
across the world in recent months be- 
cause of loose monetary policies. Can the 
RBI keep domestic inflation under con- 
trol when the price pressures are global? 

ll It's not just loose monetary policies. 
There have been lax fiscal policies as 
well in the major economies. Then there 
is tremendous demand for many com- 
modities from China and India. And fi- 
nally, the speculative element — hedge 
funds have built up huge positions be- 


cause of the unidirectional price move- : 


ments in these commodities. ... We have 
had to take decisions based on what is 
happening in the world economy. This 
complicates monetary policy, but it 
does not make monetary policy useless. 


E Would it be correct to say that your 
new policy attacks not just inflation but 
also inflationary expectations? 

lil Yes. One important feature of the cur- 
rent situation is that the financial mar- 
kets have certain expectations on inter- 
est rates; there is no dissonance. Both 
analysts and the central bank are 
aligned as far as the nature of the prob- 
lem and the response to it go. 


E You have signalled that rates will rise. 
How will this affect industrial recovery? 
ii The relationship between interest 
rates and investments is not direct. The 
expected rate of return on the invest- 
ment should be more than the cost of 
borrowing. So expectations play a 
strong role. Currently, there is a very 
strong sentiment in favour of invest- 
ment activity. That is also important. 


B But borrowing rates will increase... 

ll Each bank will take its own decision. 
Some may hike interest rates; others 
may keep rates low and make up 
through higher loan volumes. It de- 
pends on the elasticity of demand. 


E The fall in bank lending rates over the 
past five years has been far lower than 


that in the Bank Rate and bond market | 


yields. Are you saying that now lending 
rates will not rise as fast as other rates? 

ll it is possible. Financial markets and 
credit markets can respond differently. 
There is the recent experience, as well as 
many structural reasons. 


E You were quoted recently as having 


INTEREST RATES 


who have told the RBI they are worried. 
A lot has to do with the state of the prop- 
erty rights regime. This is not something 
the banks can do anything about. 


B The difference in yields between cor- 
porate bonds and government bonds, 
too, has narrowed in recent months. Is 
there is a potential bubble here too? 

@ Its actually a reflection ofthe strength 
of corporate balance sheets. Profits and 
cash flows are very strong. Also, the debt 
markets are growing and this gets re- 
flected in the pricing of corporate paper. 
There are more players today besides 
banks. So there are quantitative and 
qualitative reasons... . There is no bub- 
ble here as of now. 


PEDI 
7." *. 


“Analysts and 
the central 


bank are aligned 
on interest rates” 


<> 


A TZ 


| said that there is a housing bubble. 





li What I said is that in many countries 
where credit to housing increased fast 
and persisted, it led to an asset bubble. 
So the central bank should watch 


whether there is a potential for a hous- | 


ing bubble... It would be appropriate to 
pause, look carefully at the situation, 
and take a view. This does not mean that 
there is a housing bubble right now. 


B But I assume that the RBI is worried 
about the quality of housing loans. 


ll Both credit quality in housing loans | 


and some lending practices are causes 
for concern. It is the bankers themselves 
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SANJIT KUNDU 


Bi You have mentioned several times in 
your policy statement that the global in- 
terest rate cycle has changed. What were 
you trying to signal? 

lll For a long time now, the RBI has been 
trying to tell market participants that in- 
terest rates and exchange rates can 
move both ways, so they should not be- 
have as if only unidirectional moves are 
possible. This is what we have tried to re- 
iterate. We have had some success. The 
large companies have started hedging 
their forex exposures. Interest rate 
changes, too, can impact balance 
sheets. There has been some improve- 
ment, but far more needs to be done. B 


ty 


HP Gas wins Gold at the Dainik Bhaskar Indian Marketing Awards 2004. for i GAS 
outstanding customer service initiatives. A proud moment for all of us, indeed! 
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The author is co-founder 
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A good 
customer 
will know 
how to 
seek out 
good 
companies 
but do 
good 
companies 
really seek 
the good 
customer? 





right customer 


T IS amazing how good companies and 





gether. If we look closely enough, we will 
find that it is not a coincidence, even if 
the process of self-selection very often is 


not evident to the players themselves. Itis easy | 
| to understand that good customers will know | 


how to seek out good companies. But do good 





| gagement taller, more knowledgeable and self- 


good customers invariably team up to- | 





confident. These are stock-in-trade. On the 
other hand, if you work with a well-paying cus- 
tomer who doesn't add techno-managerial va- 
lue, you emerge intellectually poorer. There is 
no way one can gain lost time in the process. 
Thus, when making a deal or weighing a con- 


. cession during a negotiation, I look for how 


companies consciously seek good customers? | 


In other words, would they have filtering crite- 
ria to stay away from customers who do not 
promise to be a natural fit? It is interesting how 
little thought has gone into a subject like this. 
Yet, we all know that choices wrongly made 





wreck relationships and create opportunity | 


loss beyond the evident. It took a customer for 
me to realise this when, in 1993, a man named 
Sath Sathyanarayana — at the time looking af- 
ter the international R&D programme of a 
$2-billion company — asked me a simple ques- 
tion: how do you choose your customer? 


much a relationship would help me grow. We 
seldom realise that our customer's excellence 
rubs off on us — as does their mediocrity. 

The second factor is trust. In business, 
everyone talks about it, but it is more of a nice- 
to-do thing that only has so much tangibility to 
deliver. But, we need to think again. I have 
come to believe that trust is a driver of cycle- 
time. Given trust, your cycle-time comes down 
drastically. The more 24/7 your operation, the 
more globally dispersed your supply chain. So, 
the need to look at trust as a cycle-time issue is 


| more. Take a simple example. A customer calls 


More to save face than out of facts borne | 


| from conscious practice, I told him four factors 
| that govern my choice. As the years have gone 


by, I have deeply begun to believe in them. I rea- 


lise now how meaningful the inadvertent dis- | 


covery was. The four factors are: the techno- 


managerial value that a customer brings to : 


| table, trust, asense of equality in dealings, and a 
| commercially win-win deal. Notice the sequ- 


ence; it is deliberate. Let me elaborate on each. 
The first factor is about opportunity gain or 
loss beyond the contracted value of a given 
deal. This particularly involves companies in 
the services arena. Beyond getting paid for the 


| work we do, who we work for makes a huge dif- 


ference in terms of learning. The result is inner 


| growth, with which a company remains ahead 





up and says his house is on fire. Would you rush 
your best man next week? If the relationship 
lacks trust, the customer could be telling you 
there is a fire when, possibly, there is just 
smoke. Similarly, when he asks for help the very 
next week, you would conclude that the cus- 
tomer has the habit of crying wolf. On the other 
hand, where trust exists, | have seen miracles 
happen. Say, you have done a deal in good faith 
but inadequate information; and downstream, 
you are hurting. You tell your customer so. If 
there were no trust, the customer would show 
you the contract and non-existent competitors 
who are willing to do the job at half the cost. 

We live in an increasingly complex world. 
The pace of business, the quantum and unpre- 


. dictability of the unknown is increasing. More 


of the curve and able to improve its products | 


and services. A customer has huge potential to 


add to the techno-managerial competence of 
the serving company. A little critique, minor : 
feedback, a gentle rap can lead to significant 
development of the people engaged in the rela- | 


tionship. As a result, they emerge from the en- 


and more organisations today recognise that a 
contract you write cannot provide guidance for 
every possible outcome. This makes determin- 
ing the trust-building ability as a critical gating 
factor in choosing your customer. In the next 
instalment of Arbor Mentis, we will talk about 
the other two factors. sg 
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| Open a Current Account with BOI and enjoy multiple benefits: 
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NIRANJAN RAJADHYAKSHA 


HIS is it — the end of an un- 





precedented era of cheap | 


money. Over the past twelve 
months, central banks across 
the world have been gradually 
nudging interest rates up from 
their 40-year lows. Money is getting 
more expensive. The move up has al- 


ready begun in the US, UK, China, Hong 
Kong, Mexico, Poland, Russia, Singa- | 


pore, Switzerland and Thailand. And 
Reserve Bank of India (RBI) governor 
Y.V. Reddy joined his peers last month, 
when he hiked the repo rate by 25 basis 
points (See interview on page 24). 


James Grant, one of the world's most | 


perceptive interest rate ana- 
lysts, says this is the beginning 
of a new cycle that will see the 
cost of money climb over the 
next 25 years, altering the bal- 
ance of power between savers 


and borrowers. More mod- does the 
estly, others say that global in- phenomenon 
terest rates will gradually rise « 
overthenextfewyears.Butrise Mean for 
they will. i - 

ey will. For example, the lat all of us? 


est Merrill Lynch Global Fund 
Managers survey shows that 
95 per cent of fund man- 
agers think that the US 

Federal Reserve will raise 

interest rates once again. 

“This month saw the first 
signs of a rethink on global 
interest rate outlook,” says 
David Bowers, Merrill 
Lynch's chief global invest- 
ment strategist. This has ma- 
jor implications for 
economies, companies and 
markets. The very rules of the 
game could change. 

Global interest rates have 
been coming down since the 
mid-1990s. But they plunged 
to their recent lows after cen- 
tral banks flooded the world 
with money in an attempt to 
keep the global economy on 
an even keel after the tech 
bubble burst in March 2001. 
The goal was to keep reces- 
sion and deflation at bay. The 
money mandarins suc- 
ceeded in what they set out to 
do. The recession in the early 


Interest rates are 
rising around the 
world. What 


years of this decade was thankfully short 








ing markets such as the UK and Aus- 


and painless. In fact, the International | tralia. Now, in an attempt to douse the 
Monetary Fund (IMF) says that the | inflationary fire, central banks have 


world economy will zip ahead at 5 per 
cent this year, its fastest growth in the 
past three decades. The world economy 
will slow down in 2005, says the IMĘ but 
only by a little: global output will grow at 
a handsome 4.3 per cent. 

But this scorching growth has 
brought an old problem in its wake: in- 
flation. Galloping demand from coun- 


tries such as China and India has | 


pushed up prices of many key industrial 
commodities, including crude oil. ( The 
speculative fervour of hedge funds has 
added fuel to the fire.) And there have 
been asset bubbles in important hous- 
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CHEAP MONEY. 


AN | 


started pushing interest rates skywards, 
but very cautiously. 

"Global interest rates have gone up 
in two phases. The developed countries 
like the US, UK, Australia and New 
Zealand took the lead earlier this year. 
But they have now paused and are wait- 
ing," says Kotak Mahindra Bank trea- 
surer Mohan Shenoy. "They want con- 
firmation that their economies are 
actually overheating." Meanwhile, de- 
veloping countries like Thailand, India 
and China started tightening their mon- 
etary screws. "Now it is the turn of the 

developing countries to 
x pause," says Shenoy. 

And some, like Eu- 
rope and Japan, have 
yet to touch their rates 

(See ‘The Only Way Is 

Up’). Shenoy believes 

that the next move will 

depend on what hap- 
pens to oil prices (and 
hence global inflation). 
“Oil prices are the joker in 
the pack,” he adds. 

The RBI's recent move to 
tame inflationary expectations 
is in tune with the global trend. 
Analysts believe that Reddy and 
his team will take the next step 

with great care and caution, 

though most expect another 
hike by the end of the year. 
The memories of 1996 still 
hurt. That year, in an attempt 
to quell double-digit inflation, 
the RBI pushed up interest rates 


= with almost ferocious commitment. 


Inflation was tamed, but industry slid 
into a deep recession. 
Corporate investment 
dried up. It’s an episode 
that still generates bitter 
controversy. 

This time around, 
the central bank seems 






to have drastically 
changed its ways, de- 
pending more on 


nudges and winks. In 
fact, its senior officials 
have been dropping 
broad hints for some 
time that interest rates 





can move both ways — up and down. 
They have been busy preparing the 
markets for an interest rate hike (though 
not everybody has taken the hints; bank 
profits have been hammered because of 
the one-way bets bank treasurers have 
taken in the bond market). So even if — 
or rather, when — the RBI will increase 
interest rates next, it will be gradual. 
There will be less shock and awe this 
time around than there was in 1996. 

Yet, industry is prepared. The scars 
of 1996 have not completely healed. A 
few weeks ago, this writer met the scion 
of a large industrial house over tea. He 
admitted that his group — which was in 
deep trouble till very recently because of 
its huge investments in the mid-1990s 
boom — would soon be back on the in- 
vestment track. "But there'll be two ma- 
jor differences when we plan our pro- 
jects now," he said, to show that the 
lessons had been learnt. "We'll examine 
ifthe project is viable even at the bottom 
of the commodity cycle, rather than just 
atits peak. And we'll not go ahead before 
we tie up all the funds needed." 

Crisil managing director R. Ravimo- 
han agrees. “I think businesses will try to 
sew up financing right away. This will 
ensure that projects are not hit if interest 
rates go up sharply in the future." Ravi- 
mohan says that in the mid- 19905, pro- 
jects got into trouble because finances 
were not in place. So companies were 
taken by surprise when the RBI sud- 
denly raised interest rates. "The RBI is 
doing the right thing by sounding the 
bugle now,” he says. 

The equity markets too seem to be 
on a roll. Normally, a rise in global inter- 
est rates has spelt trouble for emerging 
markets like India. The Institute of Inter- 
national Finance (IIF), in a study re- 
leased last month, says that total portfo- 


lio flows (both equity and debt) into | 


emerging Asia in 2004 would be $22.9 
billion, which is $9 billion lower than the 
earlier estimate it made in April. This is a 
plausible guess, since tighter monetary 
policies will reduce the supply of money 
chasing assets. 

But a fund manager disagrees. "I 
dont think interest rate differentials will 
play too important a role. Money is flow- 


ing into India because of high GDP - 


growth and good corporate results," he 
says. "I doubt that a move of a few basis 
points in rates will make much of a dif- 








INTEREST RATES 


The only way is Up 


US The Federal Reserve has raised interest rates three times this 
year, but the rates are still at their lowest level in 40 years. More 


hikes could be in the offing 


CHINA Its red-hot economy is now being cooled. Interest rates 
have been hiked for the first time in nine years. The renminbi, too, 


may be allowed to appreciate 


EUROPE The European Central Bank has held its key rates 
steady for 16 months in a row. Growth is still weak in the 


Eurozone, especially in Germany 


JAPAN It continues to have a loose monetary policy. The 
economy is still weak and deflation, rather than inflation, is the 


main worry 


UK One of the first countries to raise rates. The Bank of England 
is worried that the housing bubble could damage the economy 


INDIA The repo rate has been increased by 25 basis points. 
Earlier, the cash reserve ratio was hiked. It's clear which way the 


Reserve Bank of India is moving 





Growth The world economy is expected to grow at 5 per cent 
this year, the fastest rate in three decades. But higher interest 
rates will moderate global growth in 2005 


Inflation Is on the upswing because of higher commodity and 
oil prices. But China's slowdown will take some pressure off prices 


Currencies Economists expect the dollar to take a further hit. 
Asian currencies could go up in the coming months 


ference to equity flows. And inflows into 
the debt market are capped anyway." 

Yet, Indian companies are not taking 
a chance. They seem to be quite happy 
to pick up money when it's there for the 
taking. The past few months have seen a 
host of Indian companies rushing into 
the global markets to raise debt. In Sep- 
tember, for instance, they raised over a 
billion dollars of external commercial 
borrowings (ECBs). Most of this money 
has gone into the coffers of mid-sized 
companies. 

Why? The total cost of borrowing 
abroad (including withholding tax) 
works out to about 7.5 per cent. The 
large companies are still able to raise 
money in the domestic bond market or 
from domestic banks at rates that 
are cheaper than this. But small compa- 
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nies will find it worthwhile to look 
abroad for funds, before it becomes 
more difficult to do so. 

It's not just a matter of benchmark 
rates in the developed markets. Emerg- 
ing market companies have to borrow 
at a higher rate than what an American 
or European company borrows at, be- 
cause of the extra risk. This spread could 
widen as interest rates get realigned 
across the world. The IIF says that Asian 
corporate bonds in September had a 
spread of 388 basis points over US 
bonds. This could rise to a more realistic 
550 to 580 basis points in the months 
ahead, says the IIE That may eventually 
herald the close of the ECB party. 

The global interest rate cycle has 
turned. Companies will have to learn to 
live with more expensive money. r 
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India will not be 


quota-free world 
because there are 
too many loose 


textiles strategy, 
says Latha Jishnu 
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MAGINE a sprawling industrial campus, a really 

large one that extends over 400,000 sq. metres. 

Housed within is a garment factory, complete with 
dormitories for about 5,000 workers, canteens, etc. 

There's also a 300-room hotel with a raft of facilities 

(gym, spa and karaoke bar) along with product de- 
velopment centres designed to meet the exacting 
standards of the world's best-known clothing brands. The 
sleek facilities will run a ceaseless assembly line of garments 
for export, disgorging an unbelievable 60 million pieces a year! 
This is no crazy fantasy of a corporate Mongol raider 
readying his forces to overrun the world. The apparel complex 
is real and functioning — the world's first supply chain city 
that has come up in southern China's teeming industrial cen- 
tre of Dongguan. Set up by the Hong Kong-based Luen Thai, a 
major player in the global apparel market (2003 turnover: 
$545 million), it heralds a radical transformation in the way 
garments will be designed, manufactured and sold world- 
wide. The one-stop base will cut down costs dramatically by 
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bringing out a garment — and accessories, if necessary 
from sketchpad to finished product in record time 

International fashion retailer Liz Claiborne (2003 turn- 
over: Rs 4.24 billion), which has over two dozens brandis in its 
stable, has already bought into the Chinese dream. It has 
moved product development staff from New York, and is 
sourcing employees from various centres to the campus. It 
means Liz Claiborne, which sources its garments from about 
250 suppliers worldwide, will reduce that number to a handful 
in the next five years as it streamlines its supply chain and 
pares costs, Other biggies like J.C. Penney are also weighing 
the options. Luen Thai calls the supply chain city the culmina- 
tion of its design-to-store model, The Apparel Dream. For In- 
dia and other textile nations, it is the reverse: a nightmare. 

As the world waits nervously for the big bang on 1 January 
2005, when the last and the most significant of the textile quo- 
tas are lifted after 40 long years, the China threat is taking on 
terrifying proportions. The last time quotas were lifted on a 
range of items from bathrobes to underwear, China upped its 
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few who are 


marketshare by 22 per cent to 45 percent 
Apparel Dream is just the first of such ventures 


| 


bigger facility of 1.2 million sq. metres is coming up 


yuan as China sets about altering the post-quota 


with aggressive modernisation, huge investment: 


vations to capture larger chunks of global trade. ! 
ready the larges! exporter of textiles, which at $26 


2003. accounted for 16 per cent ol the total text 


while its clothing exports Of $52 billion accountei 


cent. On current form. it could more than double 


Should India worrv? Yes. Not because we will be 


the wall by the Chinese but because we are poo 
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Gokaldas Exports, has been on an expansion 
spree. It has added eight more factories in the last 
, two years to bringits tally to 41, and expanded the 
workforce to 31,000. The factories are bigger and 
more modern in terms of infrastructure and 
technology. It has added more capacities in laun- 
dry, printing and embroidery facilities. With all 
this, the company expects its turnover to climb 
from around Rs 550 crore to Rs 720 crore in the 
current financial year. That's as big as we get. 

Gokaldas Exports, which supplies mainly 
outer wear (jackets) to several major brands and 
runs dedicated units for customers like Gap and 
Tommy Hilfiger, is under tremendous pressure to 
expand. “But,” says director Dinesh Hinduja, “we 
cannot afford to grow beyond a point.” The net 
result: too many orders will be turned away. 

Although the top factories have increased 
their capacities substantially, by and large the 
country is not ready for the post-quota advan- 
tage. “There is going to be a huge capacity 
crunch, looking at the volume of business com- 
ing our way,” warns Hinduja. 

The capacity crunch is the direct fallout of 
policies that encouraged the proliferation of 
small units with their inherent inefficiencies, at 
the cost of large-scale production. While China 
has created huge capacities and capitalised on 
economies of scale, India has an incredibly frag- 
mented industry which is simply not geared to 
meet the challenges of a rapidly changing global 
industry. There are hundreds of thousands of 
powerloom units producing 90-95 per cent of the 
fabrics in the country, while the organised sector 
turns out just over 5 per cent. 


powerloom manufacturing and hand-processing units, then 
we are extremely naive," says a textile industry analyst. 


















Shocking Lack Of Foresight 


Herwig M. Strolz, director-general, International Textile Man- 
ufacturers Federation, notes that by concentrating its mod- 
ernisation efforts almost exclusively on spinning, to the detri- 
ment of the primary downstream sectors (weaving and 
finishing), and neglecting to build up a structured and viable 
apparel industry, India has lost out in a big way to China in the 
global textiles and apparel market. 

Over the years, the large mills have become the dinosaurs 
of the industry, with over 469 having downed shutters since 
1999, and throwing close to half a million workers out of work. 
Industry is trying to undo some of the damage inflicted by 
several decades of skewed policy. In recent years, there has 
been a rush for capacity addition and modernisation by lead- 
ing companies like the Ahmedabad-based Welspun India, 
Raymond, the Punjab-based Vardhman Group, Rajasthan 
spinning & Weaving Mills and Arvind Mills. Industry esti- 
mates put the level of investments at around Rs 10, 000 crore 
in recent years. A more promising sign is that foreign institu- 
tional investors (FIIs) have begun picking bits of equity in 







"If we believe we can overrun the world on the strength of 





CHINA is already the largest exporter of 
textiles (16%) and apparel (23%) in the world 


€ The biggest producer of cotton and 
man-made fibres (25% of global fibre) 
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€ Has the largest spinning and weaving 
capacity in the world 





€ The largest garment factories and the 
world's first supply chain cities 


And it is still expanding. In the last three 


years, it bought around: 


€ 75% of shuttleless looms 
sold globally 


€ 25% of electronic flat- 
bed knitting machines 


€ 30% of circular 
knitting machines 


€ 65% of rotors - 


€ 65% of texturising 
. machines 














some of the leading textile companies. But all this is small beer 
compared to what needs to be done. 

»ays Arvind Singhal, chairman, KSA Technopak, a leading 
textiles consultancy: "We've missed the bus as far as the first 
years of a quota-free world are concerned." Singhal believes, 
asanation, we would not really gain much in the near term al- 
though the top 15-20 Indian spinning, weaving and apparel 
exporting companies will see more business coming to them. 

“But many from this group also will not really gain since 
they are already operating close to, or at, full capacity," adds 
Singhal, who is decidedly gloomy about India's prospects. “By 
the time they expand capacity to meet this enhanced de- 
mand, it may well be late into 2006 or even 2007.” 

The Planning Commission and KSA Technopak estimate 
that Rs 85,000 crore-90,000 crore have to be invested over the 
next three to five years to bring the industry to global scale. 
The Indian Cotton Mills Federation (ICMF) figures that Rs 
140,000 crore will have to be pumped into the industry over an 
eight-year period starting from 2002, merely to double India's 
share of the global market to 6 per cent and to scale up to a 
$85-billion industry from the current $36 billion. The worst 
constraint: labour laws 

There is little chance of huge investments pouring in until 
policy makers tackle this issue. Most leading garments manu- 
facturers have small units because of the restrictive labour 
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RG WE ARE 


INDIA has barely 4% of the global textiles 
market and less than 3% share of apparel 


è It is the second-largest producer of cotton 





yarn and silk 





€ The third-largest producer of cotton and 


cellulose fibre/yarn 


@ Over 10,000 small garment units and a 


fragmented textile industry 

Just to double our marketshare in five 
years, we need to invest: 

€ Rs 50,000 crore in fabric processing 
€ Rs 25,000 crore in garments sector 


€ Rs 37,000 crore in spinning 
sector 


€ Rs 25,000 crore in weaving 
units 


€ Rs 3,000 crore in 
knitwear industry 









laws that do not allow them to hire and fire workers. This is the 
biggest constraint, says Sudhir Dhingra, chairman and man- 
aging director, Orient Craft, a Gurgaon-based apparel firm 
that is among the top 5 in the country. 

Orient Craft's operations are spread over half a dozen units 
employing around 18,000 workers, denying it economies of 
scale and also forcing it to accept abysmally low productivity 


levels — half that of Chinas and much lower than that of | 


Bangladesh and Sri Lanka. This will be a serious liability in the 
post-quota market. 








TEXTILES 


Look at what a world-class company like 
Arvind Mills is being forced to do. As orders pour 
in, Arvind, the world’s third-largest denim man- 
ufacturer and producer of 8.5 million pieces of 
branded garments, proposes to set up a power- 
loom park at a cost of Rs 200 crore near its Santej 
facility just outside Ahmedabad. To cater to this 
growth, of around 25 per cent, Arvind will invite 
powerloom operators to set up clusters in the 
park, providing only technical support and qual- 
ity supervision to ensure that the fabrics meet its 
standards. Some shortcut this! 

D.K. Nair, secretary-general of ICME points 
out: "It is an irony that our most labour-intensive 
industry is driven to looking for capital-intensive 
operations or working with units of uneconomic 
size simply to avoid the risk of employing a large 
workforce under one roof." 


The Price Factor And Free Trade 

At his main factory in Gurgaon, Dhingra is being 
inundated by calls from his buyers, seeking price 
cuts of 15-20 per cent as 1 January approaches. "1 
am in no position to argue," he says. 

A study of price trends in the categories that 
went off-quota in 2002 (dressing gowns, cotton- 
and man-made fibres, and infant and kidswear) 
show a drop of 10-20 per cent. Are garment mak- 
ers ready for this? The study also shows that India 
failed to make inroads in these categories after 
becoming quota-free, leaving exporters from 
smaller countries like the Dominican Republic, 
Cambodia and Bangladesh to pick up the slack. 

The list of what can hold India back includes 
poor infrastructure. The best example is Tirupur, India's pre- 
mier cluster which exports knitwear worth Rs 5,000 crore. It is 
one thing that there are no roads, power or even water — buy- 
ers from across the world appear ready to overlook them 


| when sourcing low-end products — but quite another that 


there is no direct shipping for the merchandise. Lengthy turn- 
around times could prove to be the last nail in the coffin for In- 
dian textile exports at a time when Chinese shipments take 
just 15 days from the mainland and 12 days from Hong Kong. 
Arumugam Sakthivel, chairman, Poppys Group, which 
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€ By shifting from cotton to man-made fibres, India can tap a huge market 
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ARVIND SINGHAL, chairman, KSA Techno- 
pak, is passionate about the textile sector and 
is, understandably, a frustrated man. He says it 
is one sector whose tremendous potential has 
been destroyed by wrong government policies. 
In an interview with BW, Singhal explains why 
he thinks India has missed the opportunity, 





© Why will India not gain immediately? 

The most important reason is the structure of 
the Indian textile industry. We are looking at a 
scenario where 92-95 per cent of the prod- 
uction of fabric is in the so-called small-scale 
powerloom sector. How can you expect the 5 per cent 
organised sector to pull up the entire industry? 





E So many companies have gone in for expansion. 
You are talking of a few good mills: leaders such as 
Arvind Mills, Vardhman, Welspun, Alok, GTN. But 
Indias overall textile exports will not really see a 
massive surge in 2005 primarily due to supply-side 
constraints. Each of these companies was running at 
full capacity, even during the quota regime. The total 
investment would be around Rs 8,000 crore-10,000 
crore. This would have added just about 10-15 per 
cent more capacity. Who will supply the remainder? 





E Will we see any increase in business in 2005? 
At best, a marginal increase on the $13 billion (about 
Rs 55,000 crore) that we do. It might become $14 bil- 
lion. But that's on the assumption that there is going 
to be no decompression of prices, which isn't correct. 
Assuming that there is just a 10 per cent reduction in 
prices because of quotas going, you will see a 
decompression of over Rs 5,000 crore in value terms. 


® So is it all bleak? 

The only hope is that China will be put under some 
sort of safeguard. It may give us two-years breathing 
space. Many Indian companies have started to invest 
in textiles now. After two years, we may see increase 
in exports. At the same time, China, even if it is re- 
strained, can jump from $50-60 billion to $80 billion. 


E The WTO says India will double its share of the 
market. 

These reports look like India’s potential. The potential 
has been there for the last 2,000 years! We have to see 
the next quality change, the next value add. We have 
to move up the value chain. 


E So many top-flight buyers and retail chains have 
set shop in India... 

Sure they want to buy from India. Nobody wants to 
be dominated by this one supplier — China. They 
would love to buy from India, which has a good 
textile tradition. 


"The only 
hope is that 
China will be 
put under 


safeguard” 





has a Rs 80-crore unit in Tirupur, says there is an acute short- 
age of shipping and that exporters are forced to rely on ports in 
Singapore and Colombo because few mother vessels call at 
Tuticorin. Sakthivel, who also heads the government-spon- 
sored Apparels Export Promotion Council, says he has been 
making repeated representations but is yet to get a response. 

Indias biggest problem is complacency — and its willing- 
ness to settle for small gains. There is a distinct lack of enter- 
prise, it would seem. 

Ironically, fora country that has been crying itself hoarse at 
global forums against the unfair quota regime imposed on de- 
veloping countries, India appears to be least prepared for a 
quota-less world. This is all the more galling because the tex- 
tile industry is critical to the economy. Not only does it employ 
35 million people, it also accounts for nearly 4 per cent of the 
country’s GDP and about a quarter of its export earnings — all 
of those figures could easily have seen a 20 per cent jump from 
2005 itself the country had only followed the China model. 

The textiles ministry gives no sign that anything is amiss. 
In its near somnolent offices in Udyog Bhavan, there is no un- 
dercurrent of tension as D-Day approaches. Officials concede 
that “there are still some problems to be tackled” but are un- 
able to even provide a SWOT analysis. For them, the primary 
concern remains the 119 sick mills with the National Textile 
Corporation which bleeds the economy of around Rs 1,600 cr- 
ore annually. Apparently, yet another plan has been prepared 
to revive 53 of the viable mills. 

Does it expect a major upheaval come January 2005? Not 
really, says a senior official. His reasoning: exports account for 
only 34 per cent of the production in the Rs 127,000-crore in- 
dustry and galloping domestic demand will ensure that the 
industry grows 3-5 per cent. India’s exports, compared with 
Chinas, are diminutive. Textile exports account for just $6.51 
billion (3.8 per cent) and clothing $6.46 billion or just 2.9 per 
cent of the market and "we can only improve our share". To 
buttress his argument, he refers to the WTO report which fore- 
casts that India's share ofthe US clothing market is expected to 
rise to 15 per cent from the 4 per cent of 2002, while in the Eu- 
ropean Union it will grow from 6 per cent to 9 per cent. 

His clincher — and one that all the apologists never fail to 
tout — is that no buyer would liketo put all his eggs in one bas- 
ket. In other words, China might get the bulk of the order, but a 
portion will always come India's way as the next best source! 
Nobody, it seems, heard of the adage about a stitch in time; in- 
stead we are left with huge rents in our strategy. = 
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tare coming 


Investments are 
beginning to flow in. 

A few companies may 
just be ready for D-Day 
— ] January 2005. 

By T. Surendar 


S the World Trade Organisation's 1 January deadline 

for quota-free trade in garment draws near, there is a 

sudden spurt of activity in India’s garment industry. 

In a few weeks, the Tirupur Exporters Association is 

all set to launch Indias first dedicated apparel park. 

Spread over 180 acres, just off national highway 47 
connecting the southern cities of Coimbatore and Tirupur, the 
Netaji Apparel Park will house 55-odd companies which will 
begin exporting by early next year. 

In Bangalore, a night's journey away from Tirupur, big tex- 
tile companies like the Ahmedabad-based, Rs 1,436-crore 
Arvind Mills and the Mumbai-based, Rs 1,168-crore Raymond 
have set up new factories to make and export garments. Gar- 
ment machinery companies like the Delhi-based Mehala Ma- 
chines have reported a big increase in sales in the last six 
months. Says Gautam Singhania, chairman and managing di- 
rector, Raymond: “We are now fully prepared for the post- 
quota opportunity.” Adds Salman Noorani, managing direc- 
tor, Zodiac Clothing: “Though our export strategy was 
prepared five years ago, itis only now that we can implementit 
fully as all restrictions on exports will cease shortly." 

Listen to them and, for a moment, everything feels hunky- 
dory with the Indian garment industry. You would think that 
they are finally getting ready for D-Day by building new capac- 
ities or expanding their factories. That is not to be. Anybody 
who understands the industry can bust the new-found confi- 
dence with one simple question: are the investments enough 
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Small moves, big effects 


Raymond, Arvind Mills, Welspun, Zodiac, etc., 
are either building greenfield capacities or 
doubling the existing ones. Sri Lankan company 
MAS Holding is setting up a manufacturing 
base in Bangalore 


Garment exporters like Gokuldas Images, 
Orient Craft and Ambattur Clothing are building 
bigger factories in single location than before 


By merging their spinning operations, textile 
companies Vardhman and Mahavir expect to 
put up the largest textile company in India 


Arvind Mills proposes to set up a Rs 200-cr 
powerloom park near its Santej factory in 
Ahmedabad 


The domestic garment industry is also 
booming. Bombay Dyeing is finalising plans for 
its exclusive retail stores. India Fashion and 
Cavin Cally are opening exclusive showrooms 
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to compete against China, which has already built huge ca- 
pacities in anticipation of the quota-free regime? 

The answer is no. For starters, even big companies like 
Raymond and Arvind Mills are building factories that are 
just a tenth in size compared to those in China. The largest 
factory of India’s largest garment exporter, Gokuldas Im- 
ages, has just 1,000 sewing machines while even a 
medium-sized Chinese factory boasts of 2,000 machines. 
The large ones have 10,000 machines in one location. Im- 
portantly, the Chinese factories were ready two years ago 
and that has given them some early success, When 29 items 
of garments and made-ups were phased out of quota re- 
strictions in the US in 2002, China's share in export of these 
items shot up from 9 per cent at the end of 2001 to 45 per 
cent in 2003. Though Indian companies can produce cot- 
ton bags as cheaply as Chinese companies, the orders 
moved out of European companies to China as they al- 
ready had spare capacity in waiting. 

Global Resources, a Nasdaq-listed trade sourcing group 
in Hong Kong, recently surveyed 205 garment manufactur- 
ers in 15 Chinese provinces with a total summer 2004 gar- 
ment sales estimated at $1.45 billion. The survey found that 
89 per cent of the companies had either increased manu- 
facturing capacity or were in the process of doing so. 

Second, most of the Indian garment companies are still 
very small. Earlier, the government had restricted garment 
manufacturing to the small-scale sector (companies with 
capital less than Rs 5 crore) and so, nearly 95 per cent of 
the companies have sales turnover of less than Rs 50 
crore per annum. In fact, there are just 100-odd 
companies among over 16,000 garment manu- 
facturers who have sales of Rs 100 crore 
per annum. Often, it is their small size 
and inability to generate large 
enough free cash flows that pre- 
vent them from building a de- 
cent-sized garment factory that 
can cost upwards of Rs 40 crore. 
Says a Tirupur-based garment 
exporter: "Big exporters even 
now borrow working capital 
against future quota as financial 
management is poor." 

How will Indian companies 
do if they want to achieve exports 
of $25 billion by 2010? Says V.P 
Shriyan, vice-president, Mehala 
Machines: "Initially, after quota re- 
strictions go, Indian exports will pale in 
comparison to Chinas." 

Shriyan, however, adds that all is not lost for Indian 
companies. He says that nearly all garment manufacturers are 
now aggressively talking of expanding capacity. A spokesper- 

son for the Bangalore-based apparel machinery supplier In- 
dia Industrial Garment Machines, says: “Garment machinery 
sales in the country have gone up 300 per cent in the first eight 
months this year. It could be more.” 

That may still be small change. An industry analyst esti- 
mates that the sector would need an investment of at least $6 
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TEXTILES 


billion to $7 billion in the next four years — more than the 
current size of the industry. He argues that it will be im- 
possible for the existing companies to make this kind of 
investment. The answer, therefore, lies in how many new 
companies or entrepreneurs are willing to make fresh in- 
vestments in the sector. 
There are some visible signs of that happening. A 
month back, Lee Chaden, CEO of $6.5-billion Sara Lee, 
US, was in Bangalore to explore sourcing opportunities in 
India. Interestingly, in April 2003, Sara Lee's representa- 
tive Shishir Babu had returned empty-handed as he 
could not find suppliers who complied with their stan- 
dards or were big enough to execute big orders at one lo- 
cation. This time, however, Chaden launched a new in- 
ner-wear manufacturing facility that has been set up as a 
joint venture with Sri Lanka-based MAS Holding. 

Despite tough labour laws, the facility will have 900 
people when it is fully operational and export garments 
worth $12 million in two years. Chaden feels that the ear- 
lier sourcing from India was only cost driven. But, with the 
end of the quota regime, Sara Lee is reviewing its entire 
supply chain and Chaden expects more opportunity to 
work together with Indian companies to build the sourc- 

ing business. Says a Delhi-based buying agency director: 
"Garment companies are unlike automobile makers who 
insist on their vendors moving with them. In India, how- 
ever, lack of big manufacturing capacity is forcing compa- 
nies to think differently." 
Further, two years ago, foreign buyers suddenly 
rushed to India when the SARS epidemic slowed down 
production in China. They have continued to buy 
from India even after the SARS issue died down. 
as they had always wanted to de-risk their 
sourcing strategy. But now, Chaden's 
reasoning implies that India's place 
is secured in the global garment 
supply chain. 

This is attracting a new breed of 
investors into the sector. For the first 
time, private equity investors like 

the Citigroup's CVC Inter- 
Australia national, AIG and Chrys- 
5 Capital are showing inter- 
ests in investing in the 
textile and garment indus- 
apan — (rn The Mumbai-based Wel- 
spun, the fourth largest terry 
towel manufacturer in the world and 
a supplier to Wal-Mart, has already placed eq- 
uity with ICICI Venture, a private equity investor. 
Foreign equity investors seem convinced about the 
sector's potential. They are already increasing stakes in tex- 
tile companies like Arvind Mills and Raymond. Says an invest- 
ment banker: "There is a huge demand-supply mismatch in 
the sector, with demand far outstripping supply. This is one 
area that will see a lot ofaction in the new public offers.” W 
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makes low sense 


NE of the things that wake up an 
audience in my otherwise so- 
porific talks is this Q&A: I ask 
them for the price of the cheap- 
est wristwatch they can find. The 
answers, at least in India, come to around Rs 20. 
I then ask the ladies about the cheapest sal- 
war suit they can get. The answers come in be- 
. tween Rs 50 and Rs 100. I ask the gents about 
_ the cheapest mobile phone, and some wag in- 
| variably shouts that you can pick up a second- 
| hand one for Rs 500. I ask about two-wheelers, 
. and specify motorised, just in case they talk of 
| bicycles. The answers come in at Rs 2,000 for 
| second-hand ones. I ask what the lowest- 
priced doctor charges. Some say Rs 10 — and 
others say they can get treated for free. 
| Then, I ask this typically middle-class audi- 
, ence how many of them are wearing the Rs-20 
| watches. Silence. How many of the ladies, I con- 
tinue, are sporting those Rs 50 salwars? Silence 
| again, and a few embarrassed laughs. And co- 
uld those with Rs 500 mobiles please raise their 
. hands? Not a mouse stirs. What about owners 
of those Rs 2,000 two-wheelers? Nervous laug- 
hter. This one draws a blank too, and the point 
. slowly dawns. The query about patients of doc- 
| tors who charge Rs 10 also has no takers. 





I summarise this for them simply: Nobody | 





it's the best they can afford. Virtually no one 
who can spend Rs 2,000 on a watch will pay Rs 
20 for one. In understanding this lies one secret 
to succeed, especially when you're a start-up. 

I play a second game. I ask the crowd to 
assume that Sita owns a salwar-making factory 
that produces 10,000 suits a month, which she 
sells for Rs 1,000 each. Gita wants to compete. 
She's just starting and has no big factory; she 
can produce a maximum of 10 suits a month. 
What should she price her dresses at? 

The initial answers are Rs 500 or so. But very 
quickly, they see the point, and more answers 
start coming back — Rs 10,000, or even 
Rs 100,000 per suit or more. And I believe that is 
the right answer. The gents who pour scorn on 
the idea of a Rs 1-lakh salwar are reminded by 
the ladies in the audience of Ritu Kumar and 
her peers. Yes, there is asmaller market for lakh- 
rupee outfits, but there certainly is one. And it's 
far easier for a small start-up to serve the niche, 
extremely high-value markets than it is to ser- 
vice the bulk, low-price ones. 

But once you start up here, are you stuck? 
Not at all. It is far easier for a premium brand to 
flourish and launch lower-end versions like a 
Mercedes bringing out an A-series for Rs 6 lakh, 


| thanalow-end brand trying to move upstream 


— see how Maruti, Hyundai and Infosys are 


a | OW- buys cheapest. struggling with high-end offerings. 
And, for good measure, | repeat it: nobody | It's true in services too. Want to be seen as 
p ric e | in any market in the world, buys cheapest. the best lawyer, doctor, consultant? Just charge 
| For a crowd that seems to be drilled on the | more. Your offering should live up to its pro- 


mise. But that's not difficult. For the few scep- 
tics who say that it takes a big marketing budget 
to build a premium brand, I retort: Often, the 
price builds the brand. If I told you I was offer- 
ing a range of shoes at Rs 20 or even Rs 2,000, 
you wouldn't give it a second glance. But just 


supposed business basic of “make it cheap to 
make it rich", it comes as a bit of a shock. A low- 
price strategy is, more often than not, the worst 
possible strategy you can choose in any market, 
and that too for the most basic of reasons: you 
| don't make enough money. And if you're not in 


strategy, 
but | 
perhaps 

that’s not 


what your 
customers. 


business to make money, I'm not sure what the 
point of your existence is. 
People don't buy cheapest. People buy the 


best they can afford. There's a huge difference | 


in those statements. Yes, there is a market for 
20-rupee watches. But for the person buying, 


multiply the price by 10. Suddenly, the world 
wants to know what's in this Rs 2-lakh footwear. 

The world may suggest that you need to 
price low to survive, but then the world doesnt 
really notice what they're paying for things 
themselves. Don't make that mistake. w 


BUSINESSWORLD 38 15 NOVEMBER 2004 


New Nokia 3220. Flash it. Flaunt it. 

It's new. It's groovy. And it's geared to turn heads. The new Nokia 3220 

See the tri-colour sidelights come to life with every call. Stun everyone by writing wi 
in the air. Or even dress up your phone with Interchangeable cut-out covers 

Get together. Do whatever 


* EDGE Technology’ = Funky Xpress-on"* Grips = Java™ Games 
= Amazing tri-colour lights * Wave Messaging’ = VGA Camera and Video Recording 


*Operator and Network dependent ^ Available only with optional Nokia Xpress-on™ Fun Shells 


Always insist on original Nokia India Warranty to —— against MRS used, refurbished or tampered phones. Nokia India 
only for phones imported by Nokia India Pvt. Ltd. Vor assistance on Nokio product M 


re messages, screen Icons, wallpapers and games send HL to 


Warral 





TRANGE are the ways of ministers. In 
June, soon after the UPA government 
took over, civil aviation minister Praful 
Patel made it very clear that his first prior- 
ity was to give a leg up to the two public 
sector carriers — Indian Airlines (IA) and 
Air-India (A-I). The recent decisions he 
has taken, though, are anything but helpful to the two 
public sector carriers. The only people who seem to 
gain from them are the private players. 

Shortly after assuming charge, Patel spoke to 
Businessworld on his agenda. Here is an excerpt from 
that interview : 

BW: By when can we actually hope to see new fleets 
for Air-India and Indian Airlines ? 

Patel: The entire process of ordering the planes will 
be completed by the end of 2004. The delay has been 
16 years in the case of Indian Airlines. The last new 
plane Air-India got was in 1992-93. 

BW: That's a lot of commitments — airport moderni- 
sation, fleet acquisition and a new aviation policy — 
by the end of 2004. 

Patel: Yes, I have a long task ahead, but I should be 
able to deliver. 

BW: Are you willing to allow the private airlines to fly 
out of the country ? 

Patel: | am trying to the work out the overall scenario. 
After A-I and IA are made to grow, we have to see how 
much connectivity they can offer and how much of 
the bilaterals can be utilised by the two. 

Patel's actions, though, have been quite contrary 
to his proclamations. Instead of approving the fleet 
purchase plans of the public carriers, he has asked 
them to be reviewed. And while the public carrier's 
growth plans have been put on ice, Patel has been 
trying hard to allow the private carriers to go global. 

Its no wonder then that civil aviation ministry 
officials and A-I and IA executives who have spent 
long, gruelling months finalising the over Rs 20,000- 
crore fleet acquisition plans, are surprised and dis- 
mayed by the way things are proceeding. 

After all, the final submissions of each carrier is 
over 500 pages, and years of thought and hard work 
have gone into the exercise. In the case of Indian Air- 
lines, it was on 4 January 1997 that the first missive 
went out from the carrier to Airbus and Boeing in- 
forming them that IA was going to look at a fleet re- 
placement plan. The exercise began in real earnest 
only in 1999, and it took three years (1999-2002), four 
committees, three managing directors, 35-40 person- 
nel and several hundred man-hours of work before IA 
finally submitted its fleet acquisition plan in February 
2002. Technical and financial evaluations were made, 
changed and remade. 

Air-Indias took even longer. Officials in the carrier 
remember the days in 1991, when A-I hoped to be the 
launch customer for A 340 (an MCLR aircraft). "Many 
chairman and managing directors came and went 
but the (proposal to buy) MCLR stayed with us," says 
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HY is Air-India (A-I) planning to lease 
aircraft that have been rejected by 
Etihad Airways, Thai Airways and Air 
Emirates? Have these planes been lying unused 
since 9/11 in a desert in Phoenix, Arizona, in the 
US? Is it true that the cost of leasing and the 
maintenance reserve will cost the carrier over 
$1 million per month per aircraft, an amount it 
will find difficult to make up through the 
operations of each aircraft? 

According to sources, A-I's decision to take 
on lease three B 777-2005 from Bristol is very 
hasty. Bristol, which is unknown so far in the 
Indian leasing market, is not the owner of the 
aircraft, and is acting as an authorised 
representative of the owner/mortgagee. These 
aircraft are ex-United Airlines planes that have 
been parked in Arizona since 9/11, after the 
airline went bankrupt. 

A report by one of the three carriers (who 
examined the aircraft with a view to leasing 
them) written around two months ago — a 
copy of which is with Businessworld — points 
out that "the aircraft's present condition is not 
airworthy due to the condition it was left in and 





the storage method employed". Aviation industry 


an Air-India official. The real exercise to acquire new 
aircraft started in 2002. At least three committees 
were set up and hours of work went into the final sub- 
mission made in November 2003. 

The Union civil aviation minister Praful Patel, 


within a month of taking charge, asked for a review of | 


the proposals submitted. 

Ministry officials say they couldn't believe their 
ears. By sending back the plans for review, he was es- 
sentially asking the airlines to re-open the whole is- 
sue. As one [A executive put it: "Anyone who knows 
the process is aware that a comma change will delay 
the process by two years at the least." 

Off the record, IA and A-I officials say that the 
minister's actions are delaying the fleet acquisition 
plans of the two public carriers exactly at the time 
when permission is likely to be given to the private 
carriers to go aboard. This will in effect give a huge 
advantage to the private carriers — Jet and Sahara. 
Attempts to contact Patel for this story did not suc- 
ceed despite trying for over a month. 

Patel has, of course, advanced his own logic. In the 








Costly, dusty planes 


| experts explain that when an aircraft is parked, a 
certain procedure has to be adopted. For 
instance, the undercarriage has to be sealed, 
engines taped up and fuel tanks have to be 
cleaned. However, many of these procedures 

, have been ignored. "All landing gear have been 

_ kept almost uncovered with dust accumulated 

| all over the gear, which will lead to corrosion," 

|. says the report. It further points out: “All aircraft 

| have major hydraulic leaks in the system, and 

| the engines have not been properly preserved 

since humidity inside the engines has been 
higher than required." 

Yet the aircraft have been examined by A-I in 
the first week of September and have been 
cleared by A-I's engineering department. 

_ Industry sources said that it was possible that the 

| condition of the aircraft had been improved by 

the lessors since the examination by the three 
airlines — Emirates, Thai and Etihad. So despite 
the fact that AI does not have any pilots, 
engineers or crew trained on the B 777-200, it is 

_ going ahead with the leasing. 

But what's more surprising is that the aircraft 

| come with a hefty price tag. The lease rental per 
month for each aircraft is $750,000. Add all other 


case of IA, it was argued that the pride of the airline 
used to be its wide-bodied planes that offered greater 
comfort and the feeling of flying in a big aircraft. And 
therefore, perhaps, IA needed to re-examine its fleet 
acquisition plan in this light. 

In the case of A-I, the argument was somewhat 
more substantial. The fleet plan of the carrier was 
submitted in November 2003. Since then, a decision 
had been taken to set up Air India Express, a low-cost 
wing that would fly to certain destinations. The fleet 
plan had to be re-examined keeping this in mind. 
Also, circumstances under which Air-India was oper- 


, ating were also likely to change, since domestic play- 


ers were going to be permitted to fly abroad. 

The civil aviation ministry's additional secret- 
ary and financial advisor, V. Subramaniam, took a 
stand against the review and said that it was perhaps 
better to delink the two issues: Air-India could buy 
the large aircraft it was planning to, while a new 
process could start for the smaller aircraft needed for 
Air India Express. Many A-I executives feel that this 
was the best way to go ahead. The minister, however, 
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for lease 


expenses like start-up cost, maintenance cost, 
redelivery costs and financial costs, and 

each plane will cost around $126 million 

over a 10-year lease period (the lease is proposed 
for 10 years). “For that amount, one can virtually 
get a new plane,” points out an aviation industry 
source. A new B 777-200 costs around $180 million 
(without discounts). 

In fact, the financial lease cost of an 
A340-300 would have worked out to around 
$600,000-650,000 a month had A-I actually taken 
its purchase decision for brand new aircraft, 
whereas the lease rental for each used B 777-200 
adds up to $750,000. As a civil aviation ministry 
source points out: "This will work out quite 
expensive. If the government had gone ahead with 
the fleet purchase plan, this leasing wouldn't be 
necessary, as delivery of aircraft would have 
started next year." 

One of the reasons why A-I is in a hurry to lease 
these planes could be the fact that there are very 
few long-haul, wide-bodied aircraft available in 
the lease market, and it has to take what it can 
get. Offers received by the airline from leasing 
firms like AMS and Aveques have been with- 
drawn for some reason or another, and other 





stuck to his point: he wanted both plans sent back to 
the carriers. 

In the case of A-I, the minister had his way. 
The chairman of the airline, V. Tulsidas, quickly ac- 
quiesced and took a decision to re-look at the entire 
fleet plan. An internal committee has been set up 
for this, which is expected to submit its report by 
later this month. Curiously, however, it appears 
that the revisit is only looking at the decision to buy 
10 bigger planes from Airbus (A 340-300 E), and 
not the decision to purchase the 18 medium-sized 
Boeings (777-800s). 

In the case of IA though, things didn't go quite that 
way. Not only did V. Subramaniam oppose the move, 
the airlines managing director, Sunil Arora, refused to 
re-open the existing plan. But the plan was still sent 
back for review to the board with the suggestion that a 
re-look be taken on whether IA needs to include 


wide-bodied planes. This was despite the fact that the | 
earlier fleet plan was drawn up with the intention of | 


phasing out wide-bodied planes. 


In a board meeting held on 15 September, it was | 











offers have been for periods beyond the 
carrier's requirements. 

A-I is also planning to spend around Rs 405 
crore on refurbishing 14 of its aircraft, something it 
can ill afford. This expense had not been budgeted 
for in the beginning of the year, but after Patel took 
over, it suddenly surfaced in the agenda. The first 
and executive classes in these aircraft had been 
refurbished during Shahnawaz Hussain'5s time (the 
slumberettes were converted to sleeperettes) and 
now the economy class will be refurbished. "This 
is a controversial decision, especially since Air- 
India can hardly afford to spend such huge 
amounts at this time," says a source. Questions in 
the board meeting on this decision were raised by 
some of the board members, including former 
ICICI chairman N. Vaghul, who said that a cost- 
benefit analysis must be done before proceeding, 
since such an exercise will keep these aircraft out 
of operation for the time taken for refurbishment. 


pointed out that 70 per cent of the fleet purchase plan 
was just replacement capacity and that wide-bodied 
planes needed be taken on as leased capacity only. 
Anda separate study to evaluate the same was under- 
way. "None of these options really overlap with the 
current aircraft project proposal and, therefore, both 
the exercises of leasing wide-bodied aircraft and pur- 
chase of 43 aircraft can proceed simultaneously," was 
the conclusion of the board. In other words, the board 
reiterated the old plan. 

After this, the Indian Airlines board met again in 
early October and approved a proposal to lease nine 
wide-bodied medium-haul, medium-capacity air- 
craft in case the need arose for the carrier to fly non- 
stop for over four hours. In the running were B 767s 
which could tender against A 330-200s. On 4 October, 
the minister, at an informal meeting with journalists, 
said that the IA board had decided to lease nine B 
767s and, therefore, he was now going to go ahead 
with the carrier's fleet acquisition plans. IA sources 
told BW that the board had left open the question of 
whether the aircraft would be the A 330 or the B 767 
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but added that "if the minister had said it was B 7675, 
so be it". "The fact that the B 767 is, in fact, at least 15 
years old and out of production, is irrelevant," says a 
source. Of course, the Airbus, being a newer plane, 
could cost more to lease. 

After this, on 13 October, the board again reiter- 
ated its intention of sticking to the old fleet purchase 
plan and asked the government to expedite it. The 
file has, however, remained stuck, because the minis- 
ter was busy with the Maharashtra elections. 

Meanwhile, on 15 September, orders were passed 
from the PMO to transfer Subramaniam, who was 
seen as a "stumbling block" in the civil aviation 
ministry. He was transferred to the ministry of rural 
development. Ostensibly, there were two reasons for 


the transfer. First, the post of financial adviser in the 
ministry was meant for a joint secretary-rank official 
and while Subramaniam had joined when he was a 
joint secretary, he had subsequently been promoted 
to additional secretary. 

Second, most IAS officers come to the Centre 
from their cadres on a five-year deputation and 
spend three years on any one assignment. But Subra- 
maniam had already spent over four years in this post 
and could easily be transferred. Some aviation 
ministry officials say that Subramaniam's knowledge 
of the sector had become his biggest liability and 
that he knew his transfer was imminent after he 
opposed the minister's suggestion to review the 
fleet plans. Interestingly, Subramaniam, who held 
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HO owns the companies from whom 
Jet Airways leases its planes? A detail- 
ed study of the aircraft register avail- 
able with the Director General of Civil Aviation 
(DGCA) shows that there are at least three firms 
which own the aircrafts that Jet is operating: 
Washington Aircraft Hire Company, North 





American Aircraft Hire Company, and Pinewatch 


Limited. The curious thing is that all these three 
companies are completely unknown to the 
world aircraft leasing market. 


Searches on the Internet for these companies | 
yield no result. Aviation industry sources, both in 
India and abroad, say that they have never heard 


of these companies and that none of the three 

seem to have ever leased an aircraft to anyone 

other than Jet Airways. The two leading aircraft 
manufacturers hadn't heard of these firms. 
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“None of these companies make offers to Indian 
Airlines, Air-India or Sahara when they put out 
tender for aircraft. This is strange, for if a compa- 
ny is aggressively and successfully leasing to one 
Indian company, there's no reason why it 


_ shouldn't make offers to the other companies in 


India," points out a source. 

On the other hand, antecedents of the lessors 
to Sahara Airlines, the other private sector player 
— such as the Bavaria International Aircraft 
Leasing GmbH, Deutsche Structured Finance 
GmbH, Boullioun Aviation Services and Hanway 
Corporation — are far easier to find. 

The fact that two of the major lessors leasing 
aircraft to Jet — North American Aircraft Hire 
Company and Washington Aircraft Hire 
Company — are headquartered in the Cayman 


. Islands, a haven for shell companies, adds to the 
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additional charge as financial adviser to the tourism 
and culture ministry, continues with those charges. 
Only with civil aviation did problems arise. Subra- 
manian refused to comment on the issue when 
he was approached by BW. The name that is being 
touted as a replacement for Subramaniam in 
bureaucratic circles is that of Sanjoy Narayan, an 
officer from the Maharashtra cadre. The file has 
not yet reached the expenditure department of the 
finance ministry, which would have to clear it, though 
department officials were aware of the name doing 
the rounds. 

Sources close to Arora say that he, too, is not in the 
minister's list of favourites (after he refused to re- 
open the old fleet plan) and that he knows it. "The 


mystery around them. 

Most of the leases are financial leases that 
operate as a hire purchase agreement. The 
lease rentals, in dollar terms, are sent from 
India to these companies, but nobody knows 
who owns and runs these firms or the end use 
of the funds sent. Sources also pointed out that 
the withholding tax on leasing of aircraft — a 
matter of much controversy earlier this year — 
would not be applicable to Jet anyway, even if 
it was leasing aggressively, as these are finan- 
cial leases that work as a hire purchase agree- 
ment and not as a dry lease. 

The government had earlier decided to opt 
for a CBI probe into Jet Airways' funding after a 
task force headed by the revenue secretary 
looking into the matter submitted its conclu- 
sions. Following the task force report, the then 
union home secretary had written to the CBI 
director to probe the sources of funds and 
ownership of Jet Airways. But the CBI had 
drawn a blank, and said that it could not regis- 
ter a case against the airline as it could not 
stand legal scrutiny. 


Details Of Aircraft and the Companies 


E 3 B 737-400 from Washington Aircraft Hire 
Company Limited 


E 6 B 737-800 from Washington Aircraft Hire 
Company Limited 


E 2 B 737-400 from Pinewatch Limited 
li 1 B 737-900 from Washington Lease 
Company Limited 


E 10 B 737 from North American Aircraft Hire 
Company Limited 
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man has guts, he stuck to his guns on the fleet review 
plan and that won't work,” says a ministry source. 
What makes the minister's insistence that the two 
carriers review their fleet plans even more surprising 
is the timing, which is coinciding with his move to al- 
low the private airlines to fly out of the country as 
soon as possible. In June, the minister had said that 
while he was willing to allow the private airlines to fly 
abroad, he was trying to work out the overall scenario. 
He had indicated that they would be allowed to fly 
abroad only after A-I and IA had completed their 
growth plans, and “we have to see how much connec- 
tivity they can offer and how much of the bilaterals 
can be utilised by the two.... we will work out the roles 
for the public sector and the private sector.” 

Now, though, Patel seems to have changed his 
mind. “As events have unfolded, it is clear that he will 
not be waiting till the two carriers grow. If anything, 
his actions are delaying our growth,” points out an IA 
executive. Aviation industry sources say that if private 
airlines are allowed to fly out before the fleet acquisi- 
tion plans of the two public carriers are approved, en- 
titlements on destinations like the UK and Singapore 
would already have been given to Jet and Sahara, re- 
ducing the number available for the two carriers. The 
intention is to utilise existing entitlements, which Air- 
India is unable to use due to capacity constraints. 
"But, the issue here is that these capacity constraints 
are not of our own making. It is not as if purchase or 
leasing decisions can be taken in a jiffy by just the air- 
line itself," points out an A-I source. 

The Naresh Chandra committee, which submit- 
ted its report earlier this week, has also urged the 
government to "expedite liberalisation of air trans- 
port services, beginning with allowing domestic 
airlines to utilise the unused entitlements in the pre- 
sent air services agreement, especially with regard to 
destinations with high traffic". At the press confer- 
ence held on the report's release, Patel said that 
private carriers will be allowed to fly abroad and that 
his ministry was moving a Cabinet note for it. "This 
decision may not wait till December. It may happen 
earlier," he added. 

That Patel has made up his mind even before the 
Cabinet takes a final view on the issue seems to be ev- 
ident from many things. For one, Jet has applied for 
landing slots in London, Kuala Lumpur, Singapore 
and Bangkok, a fact confirmed by the minister in 
Parliament as a reply to a question. The minister's ex- 
planation was that the company has done this of its 
own volition and at its own risk. However, civil avia- 
tion ministry sources say that any private carrier 
would apply for such landing slots only if it were fairly 
confident that a policy allowing them to fly there was 
on the anvil. 

Moreover, both Boeing and Airbus confirm that 
Sahara and Jet are already in the market seeking infor- 
mation on long-range aircraft that can fly non-stop to 
the UK and the US. Formal presentations have been 
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made by Airbus and Boeing to the two airlines. "The 
question here is not whether itis a good move to allow 
the private operators to fly out, but whether this has 
already been assured to them without the consent of 
the Cabinet," points out an aviation industry source. 
Aletter sent by Rajya Sabha member and leader of 
the RSB Abani Roy, points out many of these issues to 
the Prime Minister. He points out that although the 
minister had said that the question of permitting pri- 
vate airlines to operate globally will be addressed in 
the civil aviation policy, the private carriers were go- 
ing ahead as if permission had already been granted. 
Roy's letter questions how Jet has already launched 
the process of ‘planning’ and ‘evaluation’ if this issue 
is to be decided by the new policy. Roy claims that he 
has accessed letters sent by Jet Airways to Thai Air- 
ways and Singapore Airlines, where the airline claims 
that Jet Airways “will be authorised” to operate such 
services. “It should be a matter of in- 
X cS vestigation as to on what basis and 
ERE on what grounds this categorical 
PATEL sent back the Presumption was made,” says Roy. 
national carriers’ fleet Investigation or not, Patel cer- 
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For a truly 
customer- 
based 
strategy, 
even the 
competi- 
tor and 
macro- 
economic 
analyses 
have to be 
customer- 
centred 





The front end of 
business strategy 








HEN | tell folks that the 
course I teach at IIM 
Ahmedabad is called 'Cus- 
tomer-based business 





strategy, they say with puz- | 
zlement: “But is there any other kind?" There | 


obviously is, because if we apply the simple test 
of how many pages into the strategy document 
the word ‘customer’ first appears (not ‘market’, 
but ‘customer’), most strategies fail the test. 

By the theory of customer-based business 
strategy, the starting point and front end of a 


business strategy is the market strategy, which | 


defines the paths a business must take in the 
market to get where it wants to. These paths are 


defined by answers to the following questions: | 
which parts of the market (where) a business | 
| chooses to compete; and how it chooses to | 


compete in each of those parts, that is, what 
competitive proposition it wants to give to cus- 
tomers to buy its offerings; and then, how this 


| proposition is translated into products or ser- 


vices, and then communicated to the cus- 


| tomer, so that the talk is walked faithfully. 


| 


| 


A lot of standard analysis is done to choose 
these paths. However, for a truly customer- 
based business strategy, even the analysis has 
to be totally customer-centred. The market 
needs to be conceptualised as a set of customer 
needs (not a set of desires for product attrib- 


| utes, but a set of fundamental needs), and not 


_ as a collection of products, technologies or 


competitors. A ‘where to compete’ path de- 
fined by the product, technology or competi- 


. tion isn't customer-based. Competitor analysis 
_ should capture how they are or will be deliver- 





| ingcustomer-perceived value, and economic 


environment analysis must say how macroeco- 
nomic changes will alter customer behaviour. 


_ God is found in the nuances. It is not really be- 
_ ingcustomer-based to say: "I will compete in- 


| tenselyintheround widget product segment or 


| 


| the double-helix technology segment, and 


therefore, go after customers who use these." | 
| One has to reverse the sequence and say: “I will | 








compete intensely in this customer benefit seg- 
ment, with this proposition, and hence offer 
these products, services or technologies." 

But the path of customer-based business 
strategy is a thorny one. 

We teach a wonderful Harvard Business 
School case in our course, called 'Innovation at 
3M; that illustrates the twists that customer- 
based strategy development can take. A busi- 
ness making sterile drapes for infection control 
during surgery needed to drive double-digit 
growth in a stagnant market, enhance compet- 
itive advantage, and leverage 3M's capabilities 
wherever possible. 

Where and how to compete, and with what 
offerings, to achieve this? After some customer 
work, the first three directions that emerged 
were no-brainers. One, address poor non-users 
with an economy one-size-fits-all line. Two, 
leverage the existing users, and for better infec- 
tion control, offer another product that mops 
up liquids during surgery. Three, launch an anti- 
microbial line that shields catheters and other 
instruments used inside the body after surgery. 

But the fourth recommendation was the 
problematic one: given that the mission is to 
minimise infections in surgery patients, play 
upstream in the patient infection chain (a cus- 
tomer equivalent of a cost chain). Infection risk 
during surgery is due to a variety of patient-re- 
lated 'upstream' reasons like diabetes and mal- 
nutrition. So the ‘how to compete' is a set of ser- 
vices, processes or products that assess 
infection risk when patients decide to have 
surgery, and create targeted interventions. This 
would create growth and competitive advan- 
tage, and require some new competencies that 
are not too difficult to find or acquire. 

Yet, no one wants to risk presenting this, be- 
cause the top management would never con- 
sider re-writing a business strategy based on 
mere customer insight. Clearly, you have to be 
prepared to look the tiger in the eye before you 
tell the troops: "Go and develop a customer- 
based business strategy"! LU 
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Does too much consumer 
knowledge distort effective 
communication? Pranoy 
feels the overload hampers 
creativity. MR agrees, but... 


MEERA SETH 


IDDHI Kar tossed the tag line for Nobo Body 
Spray over and over in her mind. Alongside, 
she saw the various campaign ideas that 
Lexicon Advertising had come up with. 
“None of these fit,” she said decisively to 
Atul Bhalla, the account head for Nobo. 
“Nobo is a world-class brand, the icon of 
freshness. The campaigns we have here are not confident in 
launching that image.” 

Atul groaned: "It's only a tag line, Riddhi. The messaging 
has to happen in the visuals, then the tag line reinfore:s.” But 
Riddhi, the market research (MR) manager, felt something 
was not fitting. "The tag line is the ultimate message, Atul. It is 
the brand all the way, your advertising positioning statement. 





CASE STUDY 


unconvincing. "They don't even come across as real users, 


people in real need of freshness... they are there merely to lend 


entertainment, but the brand is lost!" cried Saxena. 

"We have to take this very slowly," said Riddhi. "We have to 
doa focused consumer insighting exercise, hold focus groups, 
etc., and see what insights the consumers throw up for fresh- 
ness." Saxena was impatient: "Riddhi, this will take forever, 
and I need to have that brand launch happen very very soon!" 
Atul: Riddhi is right, Abhijeet. We need to examine the con- 
sumer insights on freshness. A consumer, for me, is a package 
of all feelings; what might seem out of context now will con- 
nect later as we study all consumer insights... If we look at hu- 
mans — their entire life is a quest for stimulation — translat- 
ingin knowledge, power and relationships. And stimulation is 


| an ongoing process, that means marketers have to be consis- 


tently creative. Don't forget, a consumer is the sigma of the In- 
ternet, chats, TV, malls... all those media which are attacking 
her space. Therefore, Riddhi, talk to more consumers, talk 
more and more, and let Pranoy here with his creative team 
look at all those insights. 
Then Pranoy dropped a bombshell 

Pranoy: “Frankly Atul, spare me the download. | find too 
much consumer knowledge hampers my creativity because it 
puts boundaries to my conceptualisation. Keep me out of it." 


| Atul: Hey, what is this? That is pseudo-creativity, Pranoy, 


But the visuals and the campaigns are totally disconnected. | 


Either the consumer segmenting is wrong or... and this is what 
I feel, we have oversimplified the tag line's real insight. It says 
‘Nobo... unbeatable freshness’. But the consumer visuals you 
have chosen here don’t seem to endorse the brand image. 
Worse, the contrast between the campaigns and the tag line is 
so dissonant that it leaves a poor aftertaste!” 

Abhijeet Saxena, the brand manager for Nobo, and Atul 
both examined the campaigns again. Atul recalled tag lines 
like ‘Because I'm worth it’ and McDonald's ‘I'm Lovin’ it’. He re- 
called their execution and the visuals. He couldn't understand 
what Saxena and Riddhi were protesting about. There were 
variations of random family members whooping for Nobo. 
There were others with collegians, housewives, working 
women, field workers, school teachers... and each one voiced 
varying concerns about freshness. Yet, the campaigns were 


which wants to create in isolation, unfettered by the realities of 
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a consumers life. True creativity overcomes the constraints 
imposed on it by reality. Your creativity must ultimately serve 
consumers by creating products and communication that 
resonate with their needs and tend to their most basic desires 
— all of which consumer feedback draws out. If not, it only 
serves the interests of its creators and not its end-consumers. 

Riddhi: Yet, he has a point, Atul. You know how noisy these fo- 
cus group discussions (FGD) get. Why, even 1 in MR have often 
felt weighed down by all that feedback. Too much consumer 
feedback will certainly lead to over-interpretation and final 


distortion. We need to differentiate between what a consumer | 


feels about a product and what Creative needs to know to 
form a basis for creating effective ads. If the ad cannot talk, the 
consumer will not hear. Eventually we want ads that talk, that 
rub offon the brand user. I'll give you an example: in one of my 
consumer insight exercises on telecom operators, Orange 





users were thrilled to be a part of the Orange network — this, 
despite there being parity in all services. Orange ads scored - 


over others, including our client's. People were making com- 
ments like: "I like the feeling the ad generates, I feel nostalgic" 
and, "My son loves the ad. Whenever he sees the Orange boy 
and dog, he laughs loudly and I feel good to be an Orange dad. 
I feel I am sharing a moment with him." 

When asked about more tangible benefits, consumers 
talked of Orange having better coverage, competitive rates, 
accurate billing — all balderdash consumer perceptions. But 
the bottomline is that the ad was effective in building those 
justifications to be an Orange member, see? 

Saxena: So what's your point? 


IDDHI: That one should sift and sieve consumer in- 
sights and home in on the relevant stuff. Only then 
do you get an effective ad that connects. For that, 


_ sights you get from a consumer need to 





you need skilful insighting as a process, i.e., identify- | 


ing the hot buttons in consumer feedback and then diving 
deep on those to get to the root of that insight. And then you 
formulate an ad. Most ads turn out pathetic because of poor 
insighting processes. Remember the Asian Paints Sunil babu 
ad? It became a classic for a completely different reason. 
Everybody knew a Sunil babu, everybody recognised the situ- 
ation and it was thrilling for them to call any bechara friend 
named Sunil — Sunil babu. Even the Aamir Khan ads for Coke 
had no substance, yet it was a stunning ad because the charac- 
ter that he played was immediately ‘recognisable’. So, see what 
happened. You touched a very memorable 'feeling' icon for 
the consumer, but somehow you could not link the feeling to 
the brand or its attributes. The ads became memorable for the 
icons they created, but many people could not recall the 
brand! Now, we cannot have a no-recall situation for Nobo. 
But Orange, as you see, honed in on the apt consumer in- 
sight. They found the 'following dog' and linked it to a network 
that follows you anywhere, no matter what. But getting that 
connection is rare, needs insighting skills. Good insights are 
those which remind you of precious details that you have shed 
because of a busy life. Insights toggle those memories. But 
here for Nobo, I find that clear insights may have come in, but 
while trying to stay with a tag line we are making a mess. The 
brand's message is 'unbeatable freshness' — that has to be 
mined out of consumer insights, and that is what has to be ex- 


pressed subtly in the visuals. 
Saxena: So what, then, can come in the way of expressing con- 
sumer insights appropriately? Take the Orange dog and boy 

ad. It's loaded with nostalgia, because we have been that boy, 

we have even been that dog. One insight is: look, you have 
grown so fast and become so busy, remember how reassuring 

it used to be to look back and still find your dog following you 
everywhere? Or... how you followed your older brother every- 
where, how he thought you were a nuisance, but when he 
needed you, you were there! See that's how we follow you, just 

in case you need our help... we are like you were.... Let's say 
that you reach this insight. How can this insight be lost in the 
process of communicating to the consumer? 

Riddhi: All MR produces similar findings and insights. But 
what can happen is that though you understand the insight, 
there is a slip betwixt the cup and lip. So what you translate 
into communication — both words and visuals — is a mess. 
Pranoy: Or, you don't identify with the insight at all, yet be- 
cause MR has said so, you end up hashing the whole 4 
thing. I mean this, Riddhi. That happens because ^ 
often you don't need to get that far into the con- 
sumer's mind. 

Riddhi: It happens. The moments of in- 









be understood, and that requires pa- 
tience, time and sensitivity. I've always 
maintained this — don't ask your con- 
sumer too much; she cannot be your 
guiding light or your sounding board. 

At best, you can peep into the state of 
her mind as it is. From then on, take 
the creative leap. Sometimes, it's 
important for Creative to attend some 
consumer research to understand the 
consumer, to get that peek. I don't mean 
every FGD; there is too much fundas, too 
much talk, too much 'no knowledge-knowl- 
edge, and those do clutter the mind space. To 
create, you have to be silent, listen to your heart 
and soul, and then create the ads we all love and re- 
member, ads that also entertain. 

Saxena: No, no... knock off the 'ads that entertain' bit. That's 
where these campaigns have gotten into a mess. I have been 
watching ads with jokes and silly asides: where is the brand at- 
tribute in all that? My budgets are at a premium, don't forget! 
Atul: Abhijeet, TV is an entertainment medium. It cannot in- 
dulge in serious messaging... and in the 30 seconds or 60 sec- 
onds you get, are you going to keep it mundane with detail like 
available in black, pink and blue? Product information can 


| never be a single ‘buy Nobo body spray’, it has to have a where, 


a how and a why. But all that is audio! So why waste a visual 
medium on audio? If you have the platform to entertain, we 
must! Why get apologetic about ads that entertain? Why regret 
that an ad went and did something completely out of the box? 
I mean, an ad was meant to inform, instead it also went and 
made me laugh... but that is good, no? 

Saxena: As long as the entertainment is built around a con- 
sumer insight. But then, Creative needs to get involved in the 
consumer research. 
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Riddhi: | would keep Pranoy out till we have a list of workable, 
relevant insights. These FGs can be very noisy and chaotic. A 
lot of what comes through is opinions and feedback, what I 
call no knowledge-knowledge (no k-k). Besides, not all feed- 
back is ‘findings’. For example, if you ask a consumer if she will 


like a black microwave oven, she is going to talk foran hour on | 


that. Consumers, when confronted by a new concept, do get 
noisy and confused. If you do not interpret what they are say- 
ing, you may conclude ‘she does not like black ovens’. A typical 
consumer comment could be: “Daag nahi dikhega". That is 
merely her rationalising her doubts, but it is not a lucid feed- 
back. Those are examples of'no k-k. 

One has to know when to stop probing; consumer groups 
are about thinking aloud, cribbing aloud, fantasising aloud, 
but may never lead to actual insights about anything. If you 
lose control, you could get swept off your feet and imagine 
that you are hearing profound insights... 

Pranoy: And that is exactly my problem. Too much con- 
sumer download clouds my focus. Also, I start hold- 
ing back from developing really path-breaking 
work, because at the back of my mind are the 
crowd of consumers I have met, and their 
very literal understanding of advertis- 
ing, and the ease with which they ac- 
cept the familiar and feel uncomfort- 

able with new stuff. 

Atul: Don't resist so much, Pranoy. 
The more you delve into consumer 
insights, the more you, in fact, help 
the brand grow. If one did not think 
of brands as capable of growing, 
evolving and meaning new things 

to more people at new times, then 

all brands must simply stagnate and 
die. Which would also prevent new 
brands front being born, because the 
one before died with the same attributes. 
And as brands imbue new consumer in- 
sights, they evolve. 
So there are essentially two kinds of con- 
sumers: one who chooses the brand whose message 
enhances his self image and the other one who has a self im- 
age, feelings, etc., and chooses the brand that thinks and feels 
like he does. I would think the latter consumer is more credi- 
bleforthe brand's future growth. The former will leave the mo- 
ment a new brand says something more powerful than his 
current one does. So we cannot avoid it; we have to keep delv- 
ing into the consumer's mind to mine out these insights. 
Pranoy: But Atul, the process of mining insights is often the 
real culprit. Deep meanings are read into the consumer's most 
trifling word or gesture, and then once the insights have been 
identified, clients usually try to crowd too many of them into a 
single piece of communication. Also, far too often, these don't 
remain as insights but actually become the propositions, or 
even worse, the headline of the ad. The research is applied so 
literally that there's no room left for a creative idea to develop 
at all! Secondly, there is the overload. In the name of exposing 
us creative people to consumers, we get snowed under with 
mundane, humdrum data. I, personally, have found it very 
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difficult to generate ideas that soar above and out of that pile 
of overload. Give me a clear proposition and a general idea of 
the target group and I'm fine. Show me who they are, where 
they live, what they wear, the soaps they watch and that's 
enough for me. If I need more, I will ask. 

Please try and appreciate what makes it impossible for me 

to be effectively creative. We have a pile of consumer insights, 
but somewhere, those insights are not connecting with the 
brand... or we are unable to connect brand and insights. Or, 
and this could be so true, our insighting processes have not 
been skilful. We have spent hours with the consumer set, they 
have said so many things and MR has tried to read them and 
interpret them. Meanwhile, servicing has its own flights of fan- 
tasy based on what it wants to give the client. So we are all 
walking in separate orbits: the consumer in his, the servicing 
guys in theirs, MR in its own, and here we are, trving to con- 
nect them and produce an effective ad. You guys come to à 
consensus, then rope me in. 
Riddhi: So we are really talking about managing insights, 
right? When you get these insights, what you do is build these 
into the brand's message, attributes, etc., so that when the 
consumer meets the brand she ‘recognises’ the brand. 


OW, when she meets a brand, she is not con- 
sciously looking for a connection of experiences. 
In fact, her feelings and the experience promised 
by the brand are so far unconnected. But if a brand 
rekindles that experience through its communication, then 
bingo! The value of that product brand is enhanced in her 
head. That is why you need to be at least on the periphery of 
the insighting process. Pranoy, why don't you play trou- 
bleshooter? You fear too many insights hinder your creativity. 
You tell me how it happens; that will help us come to grips with 
what we should not do. 
Pranoy: OK, two possibilities can cause a brilliant insight to 
get lost. One, if it has to fight with other points that the client or 
servicing team deems equally important. In this case, the in- 
sight becomes just another element in the communication 
and can get lost. Let's take the example of ads we have seen 
and debated. Look at the insight for the Indigo Marina: 'Be- 
cause we like to carry our world with us. I thought that was à 
lovely insight, so typical of us Indians. But it seems to me there 
was a counter-insight to showcase the car in a typical ‘car ad’ 
fashion, and the chance to do something distinctive and 
memorable was lost in the process. 

Two, an insight has not been translated into an evocative 
proposition. Sometimes, creative people love an insight, but 
connecting it to the brand proposition isn't always easy, and 
that's where account planning should step in. Some examples 
of when it was done right are Surf's Lalitaji. The insight that 
Indian housewives demand their money's worth did con- 
tradict the fact that Surf is an expensive choice. But inter- 
preting it as value for money is what made the insight work. 
Also, the recent Manhattan card commercial that was based 
on the platform 'You decide' is woven around the insight that 
in so many of life's important decisions, we have no choice. 
Like the choice of our own name! And so was born a really 
good commercial. 

In all those examples, you see that the insight drove the 
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creative — which is the only way it can really work. But really, 
the Marina ad had great potential to be executed with more 
excitement. Its a print ad with a very boring shot of the Marina 
followed by the tag line 'Because we like to carry our world 
with us. But that is so Indian, so real. I instantly visualised the 
car packed with nine family members and mountains of lug- 
gage, with a tiffin carrier and a baby's potty seat. But what you 
see is a boring honeymooning couple and three bags, nothing 
about carrying the whole world in a car! The fine print talks of 
1,370 litres of storage, loved ones, flip-over seats, household 
shopping... who reads fine print? And that wonderful tag line? 
It shouldn't have been left as just a line — it should have driven 
the visuals! I believe the Marina would have stood out as a 
unique family car if that were done, since it's also competi- 
tively priced. Instead, a wonderful insight just became a head- 
line. And that is what has become of our Nobo campaigns — 
the body does not endorse the tag line. 

Riddhi: But then, that's the problem with print ads, Pranoy. 
But you know, I had similar misgivings about McDonald's re- 
cent campaigns. And that is what made me think a lot. When 
too many insights crowd the creative space, and you have an 
international tag line to stay with, vou can make a hash of the 
visual execution. Successful execution will come when you 
see consumer knowledge in conjunction with brand knowl- 
edge, and not distinct from it. McDonald's tag line is brilliant: 
Tm Lovin' It, but the execution is crowded with numerous 
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conflicting insights. There are three campaigns I have seen. 
One is a lady celebrating her first film role at McDonald's. The 
director is telling her: “Tu ich meri chudail hai" with a scary 
laugh, and ending with ‘I'm lovin’ it’. Another shows a couple 
celebrating "Kyunki hum do se teen ho gaye" and the third per- 
son is the housemaid Sakubai; and Sakubai says ‘I'm lovin’ it’ 


| The third is the most confusing; a man is saying: ‘I am here 


kyunki meri mausi ki phoophi ke ladke ki shaadi hui hai, and 
ending with ‘I’m lovin it. 

And this is exactly the take we tried to do on Nobo; we 
roped in every kind of person into the storyline. In fact, one 
idea even blatantly suggested we do a phoopi and mausi. But 
when the brand's identity remains locked in the tag line and 
your storyline does nothing to unlock it and reveal it, our ads 
will leave a poor aftertaste. And what brought that aftertaste? A 
tag line that was sub-optimally executed. 

The ad communication has to target your audience well 


| and not alienate them. Ad agencies have to take the client's 


budget and aim it like a silver bullet at his consumer. But if you 
try a scatter shot by saying: ‘Let's get some family types in, let's 
not just stick to the young folks... shoot at the sky wild, some 
ducks will fall,’ then you end up making a meal of the insights 
and the tag line. Which is exactly what I am protesting about 
now. Saxena, we really cannot hurry with the campaigns, we 
have to go through the insighting process. 


TUL: I now see what your argumentis. I agree Abhi- 
jeet, Riddhi has a point. Plus, we have to get the 
consumer segmenting right too. Who is the prime 
target? Who are the secondaries? And who is our fu- 


_ ture target of desirables to expand consumer base? It comes 
| back to using those insights that enhance brand image, not all 


the opining and thinking that is thrown at you in a FGD. The 
question to ask is: what is my brand image as Nobo? Once you 
know that, you will know that you cannot incorporate Sakubai 
and phoopis cousin into this image. It's too core to the brand. 
Again, I feel this is a result of consumer knowledge overload, 
too much ‘no k-k. What is your brand image? McDonald's is 
the icon of Americana, just as Nobo is the icon of Mediter- 
ranean freshness. Phoopi may go use it too, but she is not the 
image driver. She simply participates in the image, does not 
delineate it. 


_ Riddhi: So the point I am making is that all feedback does not 
_ point to a finding. You need to cherry-pick the relevant, the 
_ image enhancers, and then leave it to Pranoy to make the cre- 


ative leap. If not, you get ads that are out of sync. And that hap- 


_ pens when you don't know how to mine insights from con- 
, sumer chatter. 
, Saxena: OK, so what is good execution? An ad which produces 


sales and works for the brand? Or is it also one which leaves a 
good feeling even among non-users? How come some ads 
reach more people than they was meant for? And l agree, even 
if I am not a McDonald's fan, even if Iam not an Orange user, 
the ad has to leave a pleasant aftertaste. I am a Colgate user, 
but the Close Up ad ‘Close Up kyon nahin kartein hain?’ cam- 
paign always makes me smile, it feels like some nostalgia 
being played back. 

Pranoy: Pleasant aftertastes are left by ads that have used 
skilful insighting. * 
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NNOVATE, expand and Grow with 
excellence - this has been the guiding 
principle of Shyam Steel ever since its 
inception in 1953 when a single Rolling Mill 
Plant was set up at Howrah. Manufacturing 
units have since multiplied, Technological im- 
provement in the Plants effected, product line 
extended and Quality strictly maintained. 


Today the manufacturing Units of Shyam 
Steel Industries are accredited with ISO-9001- 
2000 Certification. Demand for the Shyam brand 
products is ever increasing and the turnover 
increased at a fast rate every year to reach Rs 
250 crores last year. 


Shyam Steel Industries have been engaged in 
implementing its Mega Project for the Inte- 
grated Steel Plant at Durgapur comprising 
Sponge Iron, Billet Casting and Rolling Mill 
Plants along with a Captive Power Plant. 


It is the only integrated Steel Plant in the Sec- 
ondary Steel Sector. The Rolling Mill having 
Capacity to produce 1 lakh tonne of TMT Bars 
is a highly sophisticated automated Plant with 
most modern Thermax Technology of HSE Ger- 
many. The Billet Casting Plant to run out 
1,30,000 M.T. of Concast Billet to feed the Roll- 
ing Mill is using Swiss Techmology of Concast 
Sandard of Zurich. Sponge Iron Plant of 90,000 
M.T. capacity and the Captive Power Plant of 
10 M.W. are being added. 


Shyam Steel with its total capacity to pro- 
duced 2 lakhs M.T. of TMT Bars & Structural 
Steel materials in the existing 3 Rolling Mill 
Units of Howrah and the new Rolling Mill at 
Durgapur has become one of the largest produc- 
ers of Steel in the Secondary Sector. 


PROMOTIONS 


Shyam Steel - A Story of Excellence 


Qualitatively because of the modernization 
and Technological upgradation in the existing 
Rolling Mills 
and high pro- 
file new Roll- 
ing Mill at 
Durgapur, 
Shyam Steel 
has earned a 
prestigious 
position in the 
Steel Market 
as a provider 
of wide range 
of Quality 





Products un- 


Shyam Sunder Beriwala 
Chairman, Shyam Steel Industries Ltd. 


der its Shyam 
Brand includ- 
ing TMT Bars, CRS TMT Bars, HSD Steel Bars, 
Angles, Channel, Joist, Flats, Square & Round 
Bars, Window Sections Strictly conforming to 
BIS Standard specifications. 


Shyam Brand TMT Bars and Structural Steel 
Materials have earned recognition and approval 
of all major organizations in the Public Sector 
like C.P.W.D., DGS&D, Railways, Metro Rail- 
ways, Thermal and Hydro Electric Power 
Projects, MES, National Highway Projects like 
Golden Quadrilateral, North-South Corridor, 
East-West Corridor. Giant MNCs of the country 
engaged in Constructional activities like Larsen 
& Toubro, Gammon India, Simplex etc, are the 
regular customer of Shaym Steel. 


Besides, Shyam Steel has built up a country- 
wide 400 Strong Dealer network to sell Shyam 
brand Steel products to the Household sector to 
meet the growing demand. 
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Speakers: 

K.Ramachandran, Ajay Mahajan, Arun Goel, B.S. Nagesh, Bijou Kurien, Dara Patel, G.V.Nageshwara Rao, 
Iqbal Hafeez, K.N. lyer, Milind Padalkar, Pooja Shetty, Rajeev Vaishnav, Ravi Shankar, Sachin Kelkar, 
sanjay Bhutiani, Sajjan Jindal, Sudip Nandy, Sunir Khetarpal, Tapas Sengupfa, Tarun Gupta, Uday Singh. 


For Registration & further details contact: 
Rajesh Nambiar (022 3652 4532), Dipika Chheda (28203 77000), Nishith Pandya (022 3108 3475) 
paragana@nmims.net or visit www.nmims.edu 
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The author is executive director, Ogilvy & 
Mather. The views expressed here are his 





own and not necessarily subscribed to by | 


Ogilvy & Mather. 


ONSUMER knowledge or in- 
sights, if not properly used, 
hamper creative commun- 
ication of brand propositions. 

And the situation here is a familiar one. 
Abhijeet, like many clients, wants 
everything: a cost-effective campaign 
under crashed timelines that conveys 


the product's physicality, yet isemotion- | 


ally appealing. But he does not do the 
basic task of defining the source of busi- 
ness, the target group, and ‘what’ to say 
about his brand, Nobo. 

Atul, the agency account head, 
knows one right thing: good communi- 
cation must resonate with the needs 
and desires of consumers. Elsewhere, 
he just mouths platitudes on types of 
consumers, TV as a medium, the need 


for ads to entertain, etc. He does notat- | 


tempt to find a connect between con- 
sumer insight and product attributes to 


give a sharper brief. He wants the cre- | 
ative person to do his job of listening to | 


consumers and finding insights. 
Riddhi, the MR manager, under- 





new ideas on how to break the impasse. 

Pranoy, the creative, is expected to 
give breakthrough advertising to create _ 
brand awareness, likeability and sale 
without an inspiring brief. His concerns 


earthed through this method alone. 


are correct about literal use of insights | 


and narrow interpretations. 

My sympathies are with Pranoy. 

The first issue is one of timing. 
Creative evaluation (of press ads or 
TV scripts) is not the best time to dis- 
cover that insights are required to better 
the creative connect with consumers. 
The basic task of defining the source 
of business, target group and differ- 


| entiated brand proposition must be 


done earlier to decide what' needs to be 
said about the brand. The insight 


| issue cannot be an excuse for not 


doing these basic tasks. The second 


Marketers have to delve deeper, and 
not rely upon consumers to define 
everything for them, which is really just 
| lazy marketing. 

The deep insights come from one- 
on-one, in-depth interviews, observa- 
tion at home or consumption points, 
sociological studies, or by just observing 
life keenly. FG discussions, at best, can 


. be one of the methods. Meeting more 


| issue is how to use consumer insights | 
| to give a better creative brief. This raises 





the following questions: what is a 
consumer insight? How is it obtained? 
How can it be used effectively in the 
creative process? 

A consumer insight is like God — 


present everywhere but not seen, felt or 


easily understood. Verbatim judge- 
ments, linearly-observed consumer be- 


| haviour, or simply aphorisms for life are 


often passed off as insights. However, to 

get insights, you need deeper thinking. 
Insights can be category-related 

or general. Take VIP Frenchie — the 


| insight of ‘ill-fitting briefs lead men 
to adjust them at odd times’ leads to | 








the idea of ‘Hands free comfort’. Or in 
the general sense, take Cadbury Dairy 
Milk chocolate — the insight, "There is 





a child in all of us wanting to come | 


out, leads to the ‘The real taste of life’ 


| campaign. The insights can be about à 


product (VIP Frenchie), usage — 'PCs 
are no longer used just for business but 
also for children's education and devel- 
opment’ (Intel advertising) — or about 
the user as in 'You feel like plucking soft 
skin’ (Ponds' 'Googly Woogly Woosh’ 
campaign). An insight is what connects 
the advertising idea to brand attributes 
via consumer life. 

And insights into consumer life 


. cannot be obtained via noisy FGs rely- 


stands the limitations of focus group | 


(FG) discussions and the risk of crowd- 
ing too many insights in the proposition 
and over-interpretation. Yet, she has no 


ing too much upon consumers to talk 
about their own world. Consumers tend 
to talk about the obvious. So, we get past 
and current playback, not what can pos- 
sibly be. New insights cannot be un- 
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consumers is not the solution. More re- 
liance on indirect methods and deeper 
interpretations is required. 

Then, the third issue: how should in- 
sights be used? A few relevant insights 
are better than many. They are like salt 
in food — too much is bitterness and 
absence is blandness. 

Define the target group well, both in 
hard numbers as well as softer aspects 
such as where and how they live. What 
do they think? How do they behave? 
Consumer immersion by observing 
them and living with them can be very 
useful. The creative people must part- 
icipate in this process. The key here is to 
not get too close to consumers to get 
sucked in, norstay so distant that you do 
not understand them. 

Then there are two choices. One, de- 
velop a bank of insights around a prod- 
uct, user or usage and leave the creative 
person to choose from them. A single 
insight may not always result in a good 
creative. So, a creative person should 
have the freedom to choose an insight 
to make a creative leap. Two, combine 
the most relevant insight with the diff- 
erentiated product attribute to give a 
focused brand proposition — from 
which a creative person can easily make 
a creative leap. 

However, all these are not formulas 
for sure-fire success. Sometimes, a 
creative idea may not emanate direc- 
tly from an insight, but a good lateral 
connection that will resonate well with 
the consumer. If this creative is based on 
a differentiated brand proposition, 
it will work. 

For better use of consumer knowl- 
edge, we must get away from reams of 
numbers, trite verbatim and superficial 
observations. A search for deeper con- 
sumer truths with wider interpretations 
and relevance to life is needed. Current 
mindsets and research methodologies 
need to change to do this well. "n 





pu analysis 2: Ravi Deshpande 


ings is a common sight in agencies. The 
more creative the mind, the more force- 

ful the resistance to be part of these 'lo- 
gistical’, 'uncreative' activities. While | 
don't subscribe to this fully, I am forced 
to think why this is. The answer isn't that 
hard to find. Sometimes, actually a lot of 
times, focus groups reveal little more 





and which of them has yawned most. 
customer's demographic profile, aspira- 


in the category. Asking well-directed 
questions can lead to inspiration. But 
asking misdirected questions leads to 
corny answers that we have no use for. 
Thefocus group of consumers are not in 


| point, they can't help us with ideas on 
how to sell our brand to them. 
Attending research makes the peo- 
ple who work on the brand confident 
about knowing the customer, and arms 
| them with more knowledge. Research is 





The author is CEO and chief creative 


officer, Lemon great when you have to test the strategy. 
It's terrible when you have to test the 
VERY activity carried outinan | executions. Like writer Luke Sullivan 


has said: "Extensive research has proven 
that extensive research is often wrong." 
A bunch of exhausted people after a 
whole day at work, huddled together 
in a one-and-a-half star hotel room 
and being watched on television, won't 
jump up with excitement when they 
see an unusual but half-formed idea. 
Testing execution then becomes a sub- 
jective science that 99 per cent of the 
time results in a ‘no’ rather than a 
‘yes’. So it's a good idea to use research to 


advertising campaign, before 

the campaign is broken, is sup- 

posed to achieve just one ob- 
jective: a great campaign. That includes 
consumer research, qualitative, quanti- 
tative or any other kind. But pages of re- 
search reports with deep consumer in- 
sights seem to be far more common and 
more widely visible than an equally 
great piece of communication that the 
information has been translated into. 

Perhaps this imbalance of good re- 
search reports and good ads stems from 
a clear understanding of 'how to con- 
duct research' anda not-so-clear under- 
standing of ‘how to conduct research to 
finally create great work. From the 
day I joined advertising, I've won- 
dered why research takes the edge 
out of ideas rather than sharpen- 
ing them. I have also wondered 
why, as you get more and more in- 
formation from the consumer, it 
helps less and less. Don't get me 
wrong. If conducted intelligently, 
research can really help you get into 
the consumer's head. But if con- 
ducted only as a checklist, it saves jobs 
but kills the brand. 
Creative people demonstrating their 

irritation while attending research brief- 
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than what the group looks like on video | 
| completely different strategies and 
It really is important to know your | 


tions and experiences with the products | 


| the advertising business. And beyond a a 


find out ‘what’ to say. When it's used to 
determine ‘how’ to say it, great ideas 
suffer miserably. 

Tim Delaney, one of the greatest 
copywriters in the world and the head of 
famous agency Leagas Delaney, has 
said: “Have you noticed what happens 
when five agencies are competing for 
an account? They all come up with 


ideas — and yet, miraculously, each 
of them is able to prove, through objec- 
tive research, that their solution is 
the right one. If nothing else does, this 
alone should devalue the currency of 
focus groups... " 

Thats a fairly strong view. But | see a 
point in it. Lawyers can prove every- 
thing. But not everything that is proven 
right, is always right. I've seen most peo- 
ple just going through the motions of 
the research as something to get out of 
the way rather than being interested in 
it. This often leads to just getting some 
information, and not insights. Ironi- 
cally, what usually happens in focus 
groups is that the client secretly feels 
that the group doesn't have the right 
people. The agency secretly feels that 
the group doesn't have the right people. 
And the research agency looks part de- 
fensive and part helpless because those 
were the only people they could find. Of 
course, this is not a thumb rule. Just an 
observation on 90 per cent of the re- 
search groups I've attended. 

A very important thing that's always 
missing in focus groups is a group of 
smart, intelligent early adopters ('pro- 
sumers ). That is a pity. Because they are 
the ones that will kick-start the market. 
Talking to them can provide great clarity 
about the task at hand. And this can 

make the entire process worthwhile. 
Research should be all about cre- 
atinga ground for finding fresh, out- 
of-the-box strategies for the brand. 
A fresh strategy and creative will 
catch the consumer's imagina- 
tion and eventually make brands 
famous. Highly creative, enter- 
taining work that defies logic goes 
beyond the judgement of focus 
groups. When an agency strikes 
upon such an idea, it's important to 
take that intuitive call and stick to 
your convictions about that idea. It's im- 
portant then, to avoid the trap of getting 
lost in the jungle of information. v 
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four one-day tourna- 
ments. We blamed it on 
temporary loss of form. 
We lost badly in the Test 
series against Australia. 
We attributed the debacle once again to 
a temporary loss of form. Now, with an- 
other series around the corner, we still 
believe we have a world-class cricket 
team. This faith is actually symptomatic 
of a common characteristic that lies at 
the root of several of our problems — 
our inability to confront reality. Perhaps, 
itis time we faced facts. The truth is that 
the Indian team, especially its batting, is 
highly overrated compared to its coun- 
terparts around the world. 

Our analysis of the Indian one-day 
international (ODI) teams performance 





Edid not do wellin the last | 


the list of the top 25 batsmen based on 
batting average (for ODIs) from January 
2002 to August 2004 (the 30-month pe- 
riod that everyone considers the golden 
period for Indian cricket). Only two In- 


dian batsmen figure on this list — | 


Sachin Tendulkar and Rahul Dravid. 
Our best batsman, Tendulkar, comes in 
at number 4. Compare India’s 2 on that 
list to Australia’s 7, West Indies’ 5, and 
Pakistan's 4, and it is obvious why these 
teams made it to the semi-finals of the 
recent ICC Champions Trophy. This also 
explains our inconsistent performance 


in ODIs (5002-2004) 
|2002 2003 2004 





Sachin 
Tendulkar 


Rahul 
Dravid 


Sourav 
Ganguly 


Yuvraj 
Singh 


Mohammad 
Kaif 


Virender 
Sehwag 


WS Laxman's averages are 30 in 2002, and 42 in 2004 


averages of low- to mid-30s, whereas 
several batsmen from other countries 
have averages of high-30s to low-40s. 
We were surprised to find that You- 
hana and Yasir Hameed (Pakistan), and 
Sarwan and Gayle (West Indies) have 
better batting averages than every In- 
dian batsman (including Dravid-The 


| Wall) except Tendulkar. And it isn't as if 


and over-reliance on Tendulkar and | 


Dravid (See 'Consistently Poor Batting). 
The problem is not small. It is not 


| that our batsmen are marginally under- | 


has thrown up statistics that are quite | 


disappointing (a similar analysis of the 
Test team’s performance is unlikely to 
be dramatically different). We looked at 


Inglorious 
CI tainties 





| 
| 
| 
| 
| 


performing, compared to their cou- 
nterparts from other countries; there is 
a fairly significant gap in performance. 
For example, Yuvraj, Kaif and Sehwag, 
who are considered to have immense 
talent, have managed to achieve batting 
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our batsmen have not been given ade- 
quate opportunities. They have been 
part of the team for nearly three vears. 
Only in 2002 did they perform reason- 
ably well (See ‘Top Order?’), which is 
when they became famous, and spon- 
sorships and endorsements poured in. 
But does that short-term spurt justify 
their inclusion in the team today? 

We have created a system where a 
few good performances ensure that the 
player can retain his place for more than 
25 matches, even if he consistently un- 
derperforms. The captain continues to 
repose faith in these players in the hope 
that they will some- 
day deliver an out- 
standing perfor- 
mance. To top it all, 
whenever we fail in 
the finals of any tour- 
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nament, we start to question the batting 


genius of Sachin Tendulkar, who has | 


been a consistent performer. 

Let us move onto bowling. A fact- 
based analysis of our bowling track rec- 
ord is another eye-opener. In the recent 
past, our bowlers have performed better 


than our batsmen. The list of the top 25 — 


bowlers by bowling average, based on 
appearances in the last 12 months, has 
three Indians (See ‘Improved Spells...’). 
While Pathan and Balaji have enor- 
mously strengthened our attack, the 


that based on the facts, we need imme- 
diate replacements for our three one- 


| day ‘stars’ — Yuvraj, Kaif and Sehwag. A 


| similar fact-based approach would sug- 





gest that the bowling should comprise 
Irfan, Balaji, Agarkar and Harbhajan. 

To institutionalise such a perfor- 
mance management system, we need 
to make the selection process more ro- 
bust and transparent. The current selec- 


| tion process appears to be largely based 


. on gut-feel, personal preferences, ‘pet 


worrying aspect about Indian bowling is | 
Yuvraj, Kaif, Sehwag, Kumble, Nehra 
| and Zaheer despite their underperfor- 


the lack of consistency. Over the last 
three years, only Agarkar and Harbha- 
jan seem to have-consistently achieved 
decent bowling averages (See '...But In- 
consistent’). The other bowlers’ perfor- 
mance has swayed from good to out- 
right poor — a case in point is Zaheer 
Khan, who has been completely lack- 
lustre during the last 12 months. 
Obviously, the biggest issue facing 
Indian cricket today is our refusal to be 
fact-based and objective. Much has 
been written on this — Omkar Goswa- 
mi wrote about this in this magazine 
(‘We Are Like This Only’, 25 October). 
Looking ahead, the answer is in imple- 


menting a professional performance | 
management system. Do you know of : 
any high-performing organisation that | 


would not replace its sales managers if 
they did not meet their targets for four 
consecutive quarters? 

Everyone advocates a revamp of our 


| 
| 


| 


boys' and over-hyped celebrity status. 
How else does one explain the stints of 


mance for such a long period? It is hard 
to believe that the Indian cricketing tal- 


, ent pool cannot offer better players. 


We need to track individual perfor- 
mances — short term and long term — 
and introduce analytical rigour in the 
system. For example, if a batsman has 
an average of less than 30 in the last 10 
matches, he should be dropped until he 


| regains form through domestic cricket. 
| He should be retained only if his long- 





batting. But few will be ready to accept | 


term batting average (defined as aver- 
age in the last 24 months) is more than 
40. Building analytical rigour will ensure 
a stronger focus on performance as op- 
posed to the perception of one’s talent 
based on hype created by the media. 
We do realise that a pre-requisite for 
such a system is a stronger bench — 
players waiting in the wings to take over 
when a batsman or bowler loses form. 
We also realise that creating a strong 
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INDIAN CRICKET 
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canguly 


Balaji & Pathan excluded as they are recent S 
additions to the team; Source: Channel 4 e 


Why the Indian 
team Is not a 
world-beater. A 


reality check. 


By Prashant Gupta, 
Shailesh Kekre & 
Pramath Sinha 


bench means significantly revamping 
the quality of, and extending this perfor- 
mance management system to, domes- 
tic cricket. But that is a separate discus- 
sion. Or, we could just replicate the 
highly professional performance-dri- 
ven system that Cricket Australia has 
implemented with such remarkable re- 
sults. So, a batsman or bowler who goes 
through a lean patch would play dome- 
stic cricket to get back into shape. 

Until Indian cricket is managed bet- 
ter, using a professional approach, we 
will have large swings in performance. 
Our wins will be more a matter of 


| chance than feats carefully and skilfully 


orchestrated by the team. * 


The authors are consultants 
at McKinsey & Company. The views 
expressed are their own. 
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IT’S ONE OF THOSE FEW MOMENTS WHEN OUR 
SENSE OF SELF !S DWARFED BY ANOTHER. 


THE BUSINESSWORLD MOST RESPECTED COMPANY AWARDS 
ADJUDGED BY PEERS AND NOT A JURY FOR THE 





RESPECTED 
COMPANY 
WAKDS-2UU4 
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The Spirit Of 
Camaraderie 


HE Businessworld Most 
Respected Company awards 
2004 was held at Hilton 
Towers, Mumbai on 29 October. The 
men and women who shape Indias 
economic future were all there, to 
honour the idea of respect and the 
business leaders who have earned it. 
Since the names of winners were kept 
a secret till the last minute, there was 
a palpable sense of excitement as the 
contenders for the top positions were 
announced by the master of 
ceremonies, Siddharth Basu. Mumbai 
will not forget this evening in a hurry. 
The pictures tell but half the story. 

The awards were presented by 
McDowell's Signature Whisky. The 
associate sponsors were Ambit 
Corporate Finance, Bharat Forge, 
National Insurance and Philips India. 
Category sponsors were MasterCard 
and Mahindra Industrial Park. IMRB 
International was the research partner, 
CNBC the media partner, and Wizcraft 
the event manager. 








Clockwise from top: Captains of 
Indian industry Vijay Mallya, Anil 
Ambani, M.S. Banga and Subir 
Raha with finance minister P. 
Chidambaram and ABP chief 
editor Aveek Sarkar. The FM 
unveils the 2004 Most Respected 
Company special issue. Banga 
and Peter Mukerjea with ABP MD 
Aniruddha Lahiri. Addressing the 
gathering are (R-L) ABP chair- 
man Ashok Ganguly, UB Group 
chairman Mallya, BW editor Tony 
Joseph, and Chidambaram 
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MOST RESPECTED 
COMPANY: 


WIPRO 


Suresh Senapathy, CFO, Wipro, 
receives the award. The IT major 
moved one rung up in the overall 
rankings 
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MOST RESPECTED COMPANY: 


INFOSYS 


Finance Minister P. Chidambaram presents the Most Respected Company 
award to Nandan Nilekani, CEO & managing director, Infosys Technologies. 
With this, Infosys has topped the rankings three times in a row 


MOST RESPECTED 
COMPANY: 


RELIANCE 


Anil Ambani, vice-chairman & manag 
ing director, Reliance Industries, 
receives the trophy. The company 
moved up a notch on the charts this 
year. D.N. Mukerjea, deputy editor, BM 
(second from right), looks on 
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YOUR 
ASSOCIATION 
HAS BEEN OUR 
BIGGEST AWARD.. 


We'd like to thank all the incredible men’ and women-Who head dia's leading corporates, 












— 


our sponsors and partners for making thé Businessworld Most Respected Company Awards 


such a success. The award we're taking back from this event is your association. 
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winners 


No 


AUTOMOBILES: 


MARUTI UDYOG 


Jagdish Khattar, MD, Maruti Udyog, with the Bharat 
Forge-BW award for the Most Respected Automobiles 
Company, given by Baba Kalyani, CMD, Bharat Forge (L) 
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CONSUMER DURABLES: 


NOKIA INDIA 


Sanjeev Sharma, MD, Nokia India, receives the Most 
Respected Consumer Durables Company award from 
Aveek Sarkar. Sandip Ghose, vice-president, The 
Telegraph & BW, looks on 





Aditva Puri, MD, 
HDFC Bank, 
with the 
MasterCard- BM 
\ward for the 
Most Respected 
Banking and 
Financial 
Services 
Company. To 
the left is Raghu 
Malhotra, vice 
president 
(South Asia), 
MasterCard 
igtemnational 
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SUNDRAM FASTENERS 


K. Ramaswami, vice-president, Sundram Fasteners, receives the award from 
Union economic affairs secretary Rakesh Mohan (L) 
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HINDUSTAN LEVER 


The award is presented by Ashok Ganguly, former HLL chairman and now 
chairman of ABP, to M.S. Banga, non-executive chairman, HLL 
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FOOD SERVICES 

VicDONALD’S 
V 2 

( "vog Vikram Bakshi and B.L. Jatia, who 

represent McDonald's 50:50 JVs 

in the North and West of India, 

receive the award from Vijay Rekhi, 


president, UB Group, spirits 
division (L) 









sign of 


presents 


& TEXTILES: 


RAYMON 





LIC minutos 


Raymond, receives the award 
Subir Raha, chairman and managing director, ONGC, presents the award to » from Aveek Sarkar 








John Mathew, zonal manager (west), LIC 
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INFORMATION 
TECHNOLOGY: 


INFOSYS 


Nandan Nilekani, CEO & managing 
director, Infosys, receives the 
Mahindra City-BW Award for the Most 
Respected IT Company from Anita 
Arjundas, vice-president (marketing), 
Mahindra Industrial Park 










A.M. Naik, chairman and MD, Larsen & Toubro, receives the Ambit- BW 
award from Ashok Wadhwa, partner & CEO, Ambit Corporate Finance (L) 


BUSINESSWORLD 15 NOVEMBER 2004 









PHARMACEUTICALS: 


DR. 
REDDY'S 
LABS 


Ashok Ganguly presents the award to 
K. Anji Reddy, chairman, Dr. Reddy's 
Laboratories 











IT-ENABLED 
SERVICES: 


WIPRO 
SPECTRAMIND 


Aveek Sarkar with Raman Roy, chair- 
man, Wipro Spectramind, the 
recipient of the Most Respected IT- 
enabled Services Company award 
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Peter Mukerjea, CEO, Star TV India, 
receives the Philips-BW Award for the 
Most Respected Media & 
Entertainment Company from K. 
Ramachandran (L), vice-chairman & 
MD, CEO (India), Philips 


Nol 


RETAIL: 


IFESTYLE 
INTL 


R. Gopalakrishnan (L), executive direc- 
tor, Tata Sons, presents the award to 
S. Kumar, managing director, Lifestyle 
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No 


TRAVEL & 
HOSPITALITY: 


JET AIRWAYS 


: Naresh Goyal, chairman, Jet Airways, received the trophy 
. from Subhash Gupte (centre), vice-president, UB Group 








TELE- 
VENTURES 


Jai Menon, corporate director (IT & technology), Bharti, 
collects the Most Respected Telecom Company award 








PETROLEUM: 


HPCL 


Mahesh B. Lal, chairman, HPCL, with 
the National Insurance-BW award. National insuran 

To the left is H.S. Wadhwa, CMD, Co. Limited 
National Insurance Company i 
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Nandan Nilekani receives the 


McDowell's Signature- BW Most 
Ethical Company award from 


Vijay Mallya 
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It's Infosys yet again, as Nilekani 
receives the McDowell's Signature- 
BW Most Globally Competitive 
Company award 
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RELIANCE 


Anil Ambani,vice-chairman & MD, 
Reliance Industries, receives the 
McDowell's Signature- BW Most 
Dynamic Company award 
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1J Pavillion space, up for booking at Infocom 2004. 


Get set and grow with Infocom 2004. Talk shop, network, reach out to your prospects. 
This year Infocom aims to be larger than before with 75,000 sq. ft. of fully air-conditioned 
L4 halls and broadband Internet connectivity. It is not just the greatest networking 


opportunity of the year but also the best market for IT products and services. 


Stall size : 3m X 3m or 6m X 5m and multiples 


Contact : Rudrashis Nag (Calcutta): 098313 10118, Vijaya Saran (Delhi): 098105 08972, Anusuya Roy (Mumbai): 098209 99280, 
Indrani Chowdhury (Bangalore): 098452 90040, Rajib Reddy (Chennai); 098410 33442. 
E-Mail : infocom2004@abpmail.com; Website: www.indiainfocom.com 





| a e» * e 
NORTEL ve SIEMENS | AT LAN Cz 
Voc RA DLL "^ s. <r ONCE 


_ — — — — 


| i | E — 























Conference & Exhibition 


Businessworld 





December l-5, 


Conference: [TC Sonar Bangla, Calcutta 


Brand Sponsor 


S @rer ISAS 





2004 * Calcutta * India 


Exhibition: Salt Lake Stadium Grounds, Calcutta 
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BROWSING 
Kanwaljit Singh 
Director, Carlyle 
Asia Venture Partners 


lam reading a couple of books at the 
moment. HOUR GAME, by David 
Baldacci, is a mystery thriller which 
makes for some light in-flight read- 
ing. The other is Howard Schultz's au- 
tobiography, POURYOUR HEART 
INTO IT: How Starbucks Built A 
Company One Cup At A Time. | defi- 
nitely recommend this. Not only is it 
a fantastic first-person account of 
how he built the company, but the 
parts about the value systems and 
culture of ‘sharing the wealth’ that he 
created provide great learning. 

I buy 90 per cent of my books at 
airport outlets. Since | fly at least 
once a week, most of my reading is 
done in-flight. 


ALERT 

The Crow Chronicles 
By Ranjit Lal 

Penguin 


—PhSililus 








NIRANJAN RAJADHYAKSHA 





HIS wonderful collection of 
essays on the Indian economy 
must have gone to press 
before the national elections in 
May 2004. So it is dedicated to 
“Dr Manmohan Singh, scholar, 
parliamentarian, senior economist 
and friend". The editor missed out 
on the latest (and unexpected) addition 
to the genial sardar's CV: Prime Minister. 

This is not a pointless observation 
— the book unknowingly focuses 
on the intellectual underpinnings of 
the new regime. (It is the result of a 
conference held at Cornell University 
way back in 2002.) Manmohan Singh 
now leads an alliance government that 
claims to believe in "reforms with a 
human face". It does not want to turn 
the clock back and reintroduce the 
misguided policies that condemned In- 
dia to decades of economic stagnation 
before. Reforms have to continue, but 
they should be introduced in a way that 
protects the interests of the poor and 
dispossessed. 

To the sceptical outsider, this 
resembles either intellectual sophistry 


SELECTION 


A meandering 
memoir 


ILMMAKER Mrinal Sen first came to 

Kolkata at the impressionable age 
of 17. it was here that he made most of 
the journey through life that he has re- 
counted in his memoirs. By chance or 
by design, Always Being Born does re- 
semble a trip through Kolkata. The be- 
ginning is deterring. It moves in fits and 
starts and can be quite jarring. Try this 
bit from the first page:*! am not quite 
sure if, what they say, is true. If it is so, 
why then, only the other day, just a few 
years back, when they decided to re- 
name my city, theirs too, | opposed?" 

Once past the initial pages, the 
book settles into its own rhythm, not- 
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A view from 


or a sheer cynical attempt to misguide 
people into believing that something 
new is in the offing. The previous 
NDA government had its own var- 
iant — talking about swadeshi and 
embracing globalisation. It is natural 
for the average citizen to ask what the 
"reforms with a human face" business 
is all about. 

India's Emerging Economy, a 
collection of essays edited by Cor- 
nell University's Kaushik Basu, is a 
good place to start looking for an 
answer. It is, to dig out a term that 
has gently gone out of fashion, a 
left-of-centre book. Perhaps, that is 
why there are two essays on poverty 
and public goods and two on grass- 
roots and the globe, but just three 
on monetary and fiscal reforms. 

I recommend Renana Jhabvala 
and Ravi Kanbur's essay on how 
globalisation has affected the wom- 
en who are part of Sewa, the out- 
standing organisation of poor 
women in Ahmedabad. It's a nu- 
anced view of how the global econ- 
omy affects the poor. Its attraction 
is that it is a view from the streets 
rather than from conference halls. 


withstanding some original punctuation 
and elliptical sentences. The writing 
style has its quirks and reminds one in 
a tangential sort of way about James 
Ellroy's Los Angeles stories. 

Writes Sen:*The book is about me 
and my world, about stories of my own, 
and so many that came my way, not ap- 
pearing in a linear pattern. In its struc- 
ture and layout, going to and fro, back- 
ward and forward, the point has always 
been to connect. As though I was having 


ALWAYS 
BEING BORN 


A Memoir 











INDIA'S 


EMERGING 
ECONOMY 


KAUSHIK BASU 


Some aspects of economic reform, 
such as the reduced role of the state 
in forestry and access to interna- 
tional markets, are beneficial to 
Sewa's constituency. But there are 
also many negatives — from the 
relative decline in the wages of 
unskilled labour to its declining 
bargaining power. 

The left-of-centre flavour doesn't 
come merely from the essays that 
address poverty and public goods. 
The ones on mainstream economic 
issues are also in the same vein. 
Amartya Sen, writing on democracy 
and secularism in India, says that a 
nations performance must not be 
judged by its economic performance 


a continuous dialogue between the past 
and the present, and, in the process, | 
was rediscovering myself." Here, the 
filmmaker takes charge and makes 
some neat connections and deft shifts 
in time and place. 

One would expect that a man like 
Sen would have lots of interesting sto- 
ries. And he does tell quite a few. Some 
of them are well known, like the stories 
about how Bhuvan Shome was con- 
ceived in a day and the addas (informal 
meetings) that included people like Salil 
Choudhury and Ritwik Ghatak. But there 
are the lesser-known ones. The story of 
his sister Reba, who drowned at the age 
of five, her Jasim-da and the 
little memorial built by her father next 
to the pond. It's these that make the 
trouble of the journey through Sen's 
memory lane worth the while. 


alone. Sen is far more 
polemical here than he 
normally is, making a 


and democracy. Of course, 
a mind like his doesn't 
make the crude assertion 
that religious fundamen- 
talism is the result of 
economic reform, some- 
thing that the more loud- 
mouthed Leftists are prone to claim. 
Kaushik Basu's opening piece 
is also perceptive. He works on a 
track that is parallel to Sen's, exam- 
ining the role of culture and inst- 
itutions. For example, he decries 
the lack of ‘organisational capital’ 
in India. "If a nation does not have 
the organisational ability to share 
and exchange... knowledge and 
to combine each with other kinds 
of knowledge and harness it where 
it is needed, it will be a miserable 
and poor nation," says Basu. He 
also discusses the fear of commerce 
in Indian society in some detail. 
But the two best pieces — es- 
pecially for somebody trying to 
understand the underpinnings of 


Reality is best 
served cold 


TOP being so optimistic! You would 

think that authors Larry Bossidy and 
Ram Charan, fresh off their successful 
best seller Execution, would be thinking 
about the sunny side of life. Instead,in 


strong plea for secularism | 





ne 


he left-of-centre 


the new thinking in New Delhi — 
are by Mihir Rakshit (on macroeco- 
nomics) and Nirvikar Singh (on the 
IT sector). Rakshit approves of the 
1991 reforms. But he underscores 
the negatives, such as the drop in 
public investment, the failure of 
credit delivery after banking re- 
forms were initiated,or the fall in 
per capita food output, for in- 
stance. He raises questions that re- 
formists have to address. 

Nirvikar Singh, on the other 
hand, shows how the spectacular 
growth of the IT sector in India is 
partly explained by some policies 
that seem downright damaging 
according to the 1990s consensus: 
the over-investment in higher 
education or the forced exit of 
IBM in 1977, for example. The un- 
intended consequence of these 
policies was the growth of IT 
in India. 

Be it protecting the poor, push- 
ing investment, or the need for a 
fresh look at some individual re- 
form initiatives, these are the issues 
that will define the next round of 
economic debate in India. y 


Though the arguments are rather 


repetitive (to be fair, this is true of most 
business books), they are presented and 
written well. An example: “The best 
strategies, the most rigorous research, 
the clearest of operating plans — all are 
undermined because the key people be- 
hind them have missed the reality of the 
situation for one reason or another.” 





They hold up Lou Gerstner's time in 


their new book, Confronting Reality: IBM as the ultimate in reality checks. He 
Doing What Matters to Get Things Right | countered all popular thinking at the 
(Crown Business), they time and kept IBM consoli- 
make a case against wishful BEEN dated. He also stopped the 
thinking and urge leaders to CONFRONTINC company from pouring 
critically look at every tough REALITY money into an operating 
reality they may face. And Doing Whai system that would not com- 
they also advocate a simple Matters to Cet pete with Microsoft. All this 
approach: a return to an *an- Things Right came from normally smart 
cient" model of looking at Rast iian people not facing reality. 
business in three parts, ex- & RAM CHARAN In the everyday whir! of 
ternal realities, internal real- ————— — the office, sometimes we all 
ities and financial targets. = forget the world outside. B 
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T around $120 billion, are India's foreign ex- 

change reserves excessive? The adequacy of | 
reserves is a function of the indicator (im- 
port cover, ratio to broad money, ratio to 
reserve money, ratio of external debt or 
short-term debt, share of currency), and also one’s level of 
risk aversion. So, factor in the possibility of global oil 





prices not easing much, what with China's insatiable de- | 


mand and winter setting in. Make provision for the un- 


likely eventuality of the entire chunk of hot money | 


brought in by FIIs into the capital market pulling out at 


one go. Allow even for slackening capital inflows due to. 


hardening global interest rates. Still, whatever the figure 
— $50 billion, $60 billion or $70 billion — one arrives at, 
our reserves are excessive. And 
if invested in safe assets, they 
would fetch a return of 2.5-3 
per cent. 

When he took over as RBI 
governor, Y.V. Reddy men- 
tioned precautionary and sta- 
bilisation motives for holding 
foreign exchange. The cost of 
accumulating reserves is, 
again, a subjective calculation. 
But whatever the figure, there 
is a significant spread between 
costs and returns. Left to the 
market, this wouldn't have 
happened. With the supply of 
dollars exceeding demand, the 
rupee would have appreciated. 
Absolutely nothing wrong with 
that. The issue is managing 
balance of payments, not balance of trade. And India's ex- 
ports (certainly service exports) are less exchange-rate 
sensitive than is commonly assumed. 

But God help us if the rupee appreciates. Exporters 
and the commerce ministry will scream blue murder. In- 
dustry will want protection through hikes in import du- 
ties. Customs revenue, too, may suffer. So, rupee appreci- 
ation must be stopped at all costs. 

The RBI must, therefore, buy dollars. After all, this is a 
developing country and the central bank can't be inde- 
pendent of the government. But if the RBI purchases dol- 
lars, that would lead to rupees being unleashed into the 
system, with implications for liquidity and inflation. 
There must, therefore, be sterilised intervention, through 
sales of government securities. And when those run out, 
you have market stabilisation bonds to turn to. Neverthe- 
less, excess liquidity would have been pumped in. 

In all fairness, the UPA government inherited the 





The government is trying to 
offset the mistake of buying up 
dollars by trying to direct forex 
investment into infrastructure 





problem. However, one would have expected the ruling | 


t 





-——— — — — — — — — — — — —À — 


alliance, at pains to show a reform-friendly face, to liber- 
alise trade and capital account to stimulate dollar de- 
mand; to reduce deficits and government borrowing so 
that the spread between global and domestic interest 
rates disappears; and if that too fails, to allow the rupee to 
appreciate. After all, there is nothing in the National Com- 
mon Minimum Programme (NCMP) that prevents this. 
But that is expecting too much. 

Hence, the three musketeers of the original reform 
brigade — the PM, FM and deputy chairman of the Plan- 
ning Commission — have devised a proposal that would 
suck $30 billion ($5 billion in 2004-05) out of reserves to 
fund infrastructure projects. The NCMP asks the govern- 
ment to focus on infrastructure. Besides, this will check 
the pressure on the money 
supply. And it doesn't violate 
IMF norms. 

At best, $30 billion will 
cease to be counted as re- 
serves. The Fiscal Responsibil- 
ity and Budget Management 
Act may have to be amended. 
And one can disguise the plan 
through a special purpose ve- 
hicle. Other countries have 
done this. For every crazy idea, 
there is always a precedent. 

Why is this a crazy idea? 
Three reasons. First, infra- 
structure does need money 
and investments — $150 bil- 
lion over the next few years if 
the PM and the FM are to be 
believed. But the problem with 
infrastructure investments is not resources, but policy. 
Get policy right — including user charges — and money 
will come. There won't be any dearth of public funds, ei- 
ther, if government spending is re-prioritised. 

Second, this priority-sector lending mindset has been 
the bane of all policy, especially if it originates with the 
Planning Commission. Who has said physical infrastruc- 
ture is more important than, say, social infrastructure? 
Unfortunately, the government will not give up this at- 
tempt to direct investments. It still considers foreign ex- 
changea scarce commodity, with a premium, which must 
be allocated in the country's basic interests. The govern- 
ment may not remember, but the Foreign Exchange Reg- 
ulation Act of 1957 has now been junked. 

Third, this package doesn't address the disease — 
building up reserves through wrong policies. Instead, it 
assumes that those wrong policies will continue. Two mi- 
nuses may make a plus. But that is in arithmetic. Policy- 
making should be different. " 
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Airtel presents BlackBerry. 
The world's most powerful instant email mobile. 


Walk through life unhindered and with complete control. We invite you to get a BlackBerry, an instant email mobile phone 
that is being used by the world's leading personalities to empower their. businesses and lives. This revolutionary solution 
with the patented "always on - always connected" technology, now comes to India to give you total control. Call for one today! 


* Synchronised instant email * 10 email accounts * Attachment viewing * Advanced security * Integrated phone & web browser * Synchronised desktop calendar 


BlackBerry. Now in India. Only on Airtel. 


Mobile Services 3 Al rta 


Express Yourself 


"Conditions Apply. Service available in select cities 
All features may not be available in all products. The RIM and BlackBerry familie of related marks images and symbols are the exclusive properties of and trademarks or registered trademarks of Research In Motion Limited - used by permission 


For further details call: Ahmedabad: 98980 12345 * Bangalore: 98450 12345 * Chennai: 98400 12345 * Cochin: 98950 12345 * Coimbatore: 98940 12345 * Delhi: 98714 28080 
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Success can be achieved. 
Fame can be attracted. 
Glory can be won. 


Respect can only be earned... 


HDFC Standard Life - 


India’s Most Respected Private Insurance Company* 
based on parameters of ethics, ability to attract and retain talent 


and overall quality. 





'Source: Businessworld 
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Crompton Greaves touches our lives every day 


“Every day of the week, every week of the year, since 1937, Crompton 
Greaves has touched lives in many ways. Somewhere it provides pleasant 


breeze. Somewhere it helps pump water. Somewhere it lights up homes, | GG | Crom pton 


offices and streets. Somewhere it regulates trains. Somewhere its critical 

equipment runs the core industry. Somewhere it helps the country grow = =| Grea E a S 

by exporting worldwide. Somewhere or the other Crompton Greaves EVERYDAY SOLUTIONS 
provides a solution" website : http://www.cgloniine 


Transformers · Switchgear · Power Quality · Motors & Alternators» Railway Signalling · Fans · Lights - Pumps- Telecom 
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Q The ability to consistently 
deliver brings money and respect. 


winners can attribute their 
success to their highly proactive 
management teams. 

I feel that Infosys came out on top 
because it has the best value proposition. It can quickly 
identify its limitations. Once identified, it starts the reform process 
immediately. That's why it has such consistent performance. And for an 
employee, the best thing a company can offer is a good night's sleep, 
coming from the knowledge that market fluctuations will not slow 
down the growth of his company or his career. Infosys delivers this. 


Nachiket Mishra, posted on BW website 








WISHY-WASHY WORK economic growth are long gone. 


Your 'Most Respected Companies' 
awards articles (BW, 8 November) were 
not articulate, and the writing was (to 
use a loose term) wishy-washy and too 
adoring. For readers, articles must have 
qualitative and quantitative analysis. It 
also appears that all awards and rank- 
ings keep going to the same comp- 
any/personnel, so there is not much 
innovation required to decide the 
winners. In an evolving and emerging 
economy like India, it is imperative 
that awards focus on smaller players 
and start-ups, and not just continue 
rewarding old stalwarts. 

Pankaj Joshi, posted on BW website 


INFRASTRUCTURE FOR ALL 


Whatever has been achieved over the 
past few years is neither 'due to' 
government, nor ‘despite it’. Business 
has just become fairly delinked from 
politics, as it should have been before. 
And even though the Mumbai- 
| Pune expressway may merit just a 
B-minus by global standards, to me, 
that's OK. I will take a B-minus 


, expressway that is profitable for every- 
| body over an A-plus white elephant 


anyday. In fact, India would prefer 
10,000 km of B-minus roads rather 
than 3,000 km of A-plus ones. 

We also must always remember 
that our resource allocation can never 
be as narrow as that of controlled 
economies like China. Having said 


India does lag behind in infrastructure, | that, I agree with the crying need to 


and the country does need to concen- 
trate on labour-intensive services, 
rather than capital-intensive manu- 
facturing (‘India’s Policy Paradox’, BW, 1 
November). However, I think the days 
of government-dictated terms of 





“India's e 
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upgrade the state of our ports and 
airports. These are symbolic, and will 
represent the first visible signs of India's 
progress, which will garner us more 
foreign direct investment. 

Sriram, via email 


CORRIGENDUM 
In ‘The Spirit Of Camaraderie’ 
(BW.15 November), in a photo 
caption on page 76, Mr Subhash 
Gupte, the executive vice 
chairman of UB Group, was 
inadvertantly identified as the 
vice president of UB Group. 


Write in at 
editor@bworldmail.com 
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An import substitute 


Flame Proof Motors for IIC atmosphere 
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CG offers, Indian Industries, an import substitute, a complete 
range of flameproof motors in frame size E80 to E31 5L frames 
(0.18 kW to 200 kW) squirrel cage motors for gas group IIC. 


* Standard flameproof motors confirm to eff2 level as per 
IS 21615 ( eff] optional ) 






* Suitable for Gas groups |, IIA, IIB or IIC temp class T4 P——3 
as per IS 2148 cvailable with all Indian Statutory approvals CG E ompton 
* All Indian Statutory approvals and BASEEFA approval [^——| Greaves 
available for standard Flameproof range EVERYDAY SOLUTIONS 
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The Gecis Sale 


Itis now outside the General 
Electric fold. And that, for Gecis, 
will bring its own set of challenges 
that GE's erstwhile business 
process outsourcing arm will have 
to tackle, The biggest of these: 
changing the corporate culture. 

4 Scott Bayman: Sticking 
only to the knitting 





Reliance Infocomm Irs in trouble over its dues to 
BSNL again. Will it finally have to pay up? 


DHL Blue Dart, the last big Indian courier service falls 
to global competition. Here's how it fits into DHL plans. 


Telecom CDMA and GSM operators are plaving the 
zero-sum game for the 1,900 MHz spectrum. 


COVER STORY 


The BPO 
Raiders 


A flurry of acquisitions have swept the 
BPO landscape in the last two years as 
Indian players pick up outsourcing 
outfits overseas. The industry has sunk 
in close to $300 million in such deals, 
almost as much as the cash-rich, and 
older, IT services industry. Second- 
and third-generation BPO players, 
who are trying to scale up to take on 
competition from global giants, are 
driving the acquisitions wave. These 
deals have given the Indian firms scale, 
a chance to move up the value chain, 
and a front-end that will help soften 
the BPO backlash in the West. 





L 


(L-R) Ananda Mukerji, CEO & MD, ICICI 
OneSource; Naresh Ponnapa, CEO, Inde- 
comm Global Services; Neeraj Bhargava, 
CEO, WNS Group 


Towards Basel Il 


lhe Basel IH norms will come into force from 2006. These will 
require Indian banks to distinguish between corporates 
before lending to them. How are banks and the RBI 
preparing for the new set of rules? 


Hyderabad Hub Air Sahara will be setting up its 
hub of operations in Hyderabad. The goal is to reduce travel 
time between second-rung cities. But with late flights and 
inadequate infrastructure, can the plan really work? 





Air Sahara: Can it make the Hyderabad connection? 
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B-schools Two world-class B-schools have opened 


research centres in India, giving the Indian case study a fillip. 


IN VOGUE 


48. The Real Mr Premji 


Despite being the wealthiest Indian 
and under constant media scrutiny, 
Azim Premji remains an enigma. 
How has he built up Wipro, and 
commanded allegiance from the 
finest minds in the industry? BW 
brings you a clearer picture. 


Premji: He wants integrity to be > 








the highest credo at Wipro 
NAMAS BHOJANI 
56 Spa From hoteliers 
to bored housewives, every- 
body is opening a spa. But 
will they make profits? And 
is the business itself sound? 


4 Spa: How fit is it in the 
Indian context? 





64 Bookmark A clue to the future of Indo-US 
diplomatic ties can be found by examining the past. 





GAME PLAN 
38 Ranjit Shastri The venture capital 


business follows the rules of game theory. Here 
is how to play it, and come out a winner. 


THAT'S IT 
60 Mala Bhargava For the Net user, 


Firefox, Mozilla's just-launched web browser, 
scores over Internet Explorer big time. 

















4 FEEDBACK 
66 BW OPINION 





Cover Design: Jyoti Thapa Mani 
Photograph: Hemant Mishra 








Web Exclusives 


Spends on information security are set to rise in 
India, according to a recent CII-PwC survey. | 


Stock Sense: Indian equities stand to gain from 


recent global events and our relations with the US. 


Wide Angle: Inside Intel's vote for paranoia, as 
asserted by its chairman of board, Andrew S. Grove. 
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Aworld to gain 


HE Left has a problem with foreign companies 
investing in India, especially in sectors where we 
need lots of new money to come in. | am just 
hoping that they don't have a problem with 
Indian companies investing abroad. Otherwise, 
this cover could get Sitaram Yechury, A.B. Bardhan and other 
theologians of the Left all upset about Indian capitalists out to 
colonise the world! And make them go before TV cameras to 
threaten our gentlemanly Prime Minister once again. 








It is a pity that while India has moved on in the last decade 
and a half, many of India’s political decision-makers are stuck 
in the past. Automobile companies, pharmaceutical 
companies, telecom companies and BPO companies are all 
scouting the world today for growth opportunities. In the last 
two years alone, India Inc. 
would have invested over 

$3 billion abroad. That's a 
stunning affirmation of the new 
confidence that has energised 
Indian business. This wouldnt 
have happened without the 
opening up of our markets. 
Companies that have withstood 
the intense competition of the 
last decade now feel they have 
the skills, the confidence and, of 
course, the necessity to venture 
abroad. The more we let the 
world in, the more of the world we gain — a different kind of 
dialectics than what the comrades know. 


Br'sinessw^"ld 





Indian BPO companies are snapping up overseas firms for 
two reasons: the gathering momentum in outsourcing, and 
the increasing determination of the global consulting giants 
to scale up their back-end operations here. As the consulting 
giants get their back-ends right, Indians want to get their 
front-ends right, by acquiring foreign companies that have 
existing client relationships. "It will be interesting to watch 
who will win — the consulting giants or the Indian BPOs, 


says Special Correspondent Snigdha Sengupta, who is certain 


that no matter who wins, India will gain. 


Don't miss the profile of Azim Premji on page 48. He is one of 
the most interesting leaders of our times, but I have found 
articles on him to be strangely unidimensional, with most of 
them focusing on his wealth. Senior Editor P Hari goes much 
deeper to bring out the man, his passions and his style. 





TONY JOSEPH, EDITOR 
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GE OFFLOADS MAJORITY STAKE IN CAPTIVE BPO UNIT 


Gecis: New status, new focus 


N Sunday, 7 Novem- 

ber, the General 

Electric (GE) bosses 

in the US gave Pra- 
mod Bhasin, president and CEO 
of GE Capital International Ser- 
vices (Gecis), the go-ahead to 
‘officially’ announce its worst- 
kept secret: that GE is selling a 
controlling stake in Gecis. The 
deal with private equity firms, 
General Atlantic Partners (GAP) 
and Oak Hill Capital Partners, is 
to sell them a 60 per cent stake 
for $500 million. This is the 
largest ever transaction involving an 
outsourcing company. 

Gecis was not doing the job of reduc- 
ing costs for GE as well as it had been 
when it was started in 1998. Since that 
time, a number of third-party business 
process outsourcing (BPO) companies, 
both Indian and foreign, had come up. 
They could do the same jobs as Gecis for 
20-30 per cent less. 

Now, the 17,000-man-strong Gecis 
— the name has been retained — will | 
have to refocus as it will have to operate - 










For 
GECIS 


For the 
EQUITY 
INVESTORS 


For the 
INDUSTRY 


as a third-party BPO outfit. It will have to 
get clients to justify its costs and bench, 
rather than be satisfied with GE jobs. Till 
last year, GE accounted for more than 95 
per cent of Gecis revenues as its efforts 
to get third-party clients met with little 
success. Also, it now gets a chance to 
look at new areas to boost the growth 
that has been slowing down over the last 
few years. (See ‘The house Jack built... 
BW, 11 October 2004). 

GE sees assets like its Jack Welch 
R&D Center in Bangalore as core and 





ELIANCE Infocomm has been 
Res foot again. 

The Department of Telecommuni- 
cations (DoT) has threatened to pena- 
lise it for violating its agreement with a 
competing telecom company, the state- 
owned Bharat Sanchar Nigam (BSNL). 
Last year, Infocomm had to pay Rs 526 
crore as penalty when it offered roaming 
services in contravention of its licence 
agreement. It may have to pay the fine 
this time too. 

In this case, Infocomm, headed by 
Mukesh Ambani, is accused of picking 
up international long distance (ILD) call 
traffic and passing it off to BSNL as a 

local call without paying the full 

access charge levied by BSNL 
on ILD. Infocomm says that 
its calls from the US fall un- 


der a category called 





"C, 0 
troubles again 





HEMANT MISHRA 
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What the SELL-OFF means 


€ Exit from low-value, commodity call centre operations 
€ Better focus on third-party business 


€ A global footprint spanning Mexico, Hungary, China, India 
a Possibility of unlocking value through an IPO in a couple of years 
E Capability to deliver certain unique high-end processes 


@ Validates the third-party BPO business model- 
e Will set the trend of captives selling out 


— — — M M — — 


| 














NEERAJ TIWARI 


the back office operations as non-core. 
Says GE India president Scott Bayman: 
"We are a high technology company. 
Having 20,000 people in back room 
does not fit into our strategy. We believe 
that the Gecis workforce will swell to 
30,000 in the next couple of years. We do 
not want to be in this low-tech area." 
Says an observer: "GE is always two 
steps ahead of the market. When it came 
to India with BPO work, no one else 
could do it. Others followed GE. Now 
captives will reassess their strategy and 


Home Country Direct (HCD) service un- 
der the Intemational Telecom Union 
(ITU) rules and, thus, it does not have to 
pay charges as per the local definition. 
An HCD is one where a telecom operator 
in country A initiates a process in coun- 
try B, by which a subscriber in the latter 
can directly access the country A's tele- 
com network. In this case, Infocomm 


. launched its Reliance Calling Cards in 
| the US with which locals living there 


could call India by simply buying these 
cards. ITU rules explicitly state that Re- 
liance only needs to have a bilateral 


pany in the US to access its cards. Since 
the rules mention nothing about charges 
or agreement in the hosting country — 
India in this case — Infocomm believes 
it does not have to pay ILD charges to 
BSNL. It is quite another matter that ITU 


soon they may not see a sense in run- 
ning a BPO, as third party providers will 
offer better costs and quality.” 

For the two equity investors, GAP 
and Oak Hill, who have picked up equal 
stakes, Gecis gives a global back office 
services delivery capability, spanning 
India, Mexico, China and Hungary. Also, 
now they have the capability to offer a 
spectrum of services, from plain vanilla 
customer care, IT trouble shooting and 
collections, to the complex e-learning, 
logistics, analytics and supply chain 
management processes in multiple lan- 
guages. Gecis offers about 1,000 
processes with about 25-30 per cent 
comprising the high-end work. 

Says GAP partner Abhay Havaldar: 
“The main priority is to expand the 
business to new clients globally. GE will 
remain an active partner, large valued 
shareholder and a significant client. 
GAP will have two board members.” 

To tap third-party business, Gecis is 
now preparing to triple marketing staff 
and add 45-50 people to get overseas or- 
ders. It is also opening offices in Ruma- 
nia and Tunisia to tap European compa- 
nies. Over the next year, Gecis intends to 
grow by 20 per cent and add 7,000 peo- 
ple. Its biggest hurdle: the mindset 
change from a complacent captive to an 
aggressive third-party BPO outfit. E 

SHELLEY SINGH 





itself defines the HCD service as a 
two-stage ILD call and the operators 
should, therefore, treat and account 
for these calls as international cails. 
In BSNL's books, Reliance is 
clearly the culprit because, for BSNL, 
any Call that originates outside Indian 
borders is an ILD call. And it doesn't 
matter how Reliance gets the call to 
India. Even if it were Reliance’s own 
network, it would still have to pay the 
charge such calls attract. Industry ob- 
servers believe that Infocomm will 
eventually pay BSNL, though how 
much is still under contention. BSNL 
wants Rs 200 crore, while Infocomm 
says that it owes only Rs 29 crore for 
five months. Infocomm paid Rs 58 
crore after BSNL threatened to cut off 
access to Infocomm’s network. E 
T. SURENDAR 





Yasser Arafat dies at 75 


ALESTINIAN Authority president Yasser Arafat, the un- 

disputed secular leader of Palestinian nationalists for over 
three decades, died in Paris on Thursday, 11 November, at the 
age of 75. To his credit, Arafat formalised relations between Is- 
rael and the Palestinians through the 1993 Oslo Accords. His 
death increases uncertainty in the Middle East as the status of 
a Palestinian state is disputed, its leadership is questioned by 





Islamic extremists, and the war with Israel continues. & 

BOUT two BANGALORE AIRPORT  anon-starter. 

months ago, a E At least this should 

visibly frustrated A|| flights zap Karnataka into ac- 
Herbert Meier, senior tion and make it do 
vice-president in cancelled sometningto stop 
charge of intemational coalition politics make 
business for Unique Airports, a mem- | a mess of a project that could put 
ber of the consortium bidding to de- Bangalore in the big league. 
velop the new Bangalore Airport, told Unfortunately, Kamataka doesn't 
an auditorium full of private infra- seem to be taking all this seriously. 
structure investors to think hard be- Infrastructure minister PG.R. Sindhia 
fore investing in any project that has has been quoted as saying that the 
the government as a stakeholder. . government hasn't been informed 
Wonder what Meier thinks now. Kar- that consortia members are unhappy 
nataka has put the plans forthe Ban- ^ with the pace of work and that 
galore International Airport (BIA) at 
Devanahalli in slow-motion. 


“Bangalore is suffering at the Br uc 


hands of coalition politics," says 
a bureaucrat working in the city. 
The real reason, say insiders, is 
that H.D. Deve Gowda, the JDS 
leader, is working overtime to de- 
lay the project as he wants to 
have a say in it. He apparently 


This means that it will be de- 
layed further. What is more, the engi- 
neering contract the airport has with 
Larsen & Toubro and Siemens expired 
in September and a revalidation of 
contract will mean cost escalation 
from the existing Rs 1,350 crore. 

If Kamataka does not clear the 


lease pacts by the end of this year, 
the project will hit a dead end. And 
the only one who stands to gain from 
this is the Hyderabad private airport, 
which has signed all agreements and 
is waiting only for the concession deal 
to be signed by next month. It is going 
full-throttle and could get built first. If 
it does, it will take away bilateral 
agreements with airlines, making BIA 
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the govemment 
now wants to cut back the Rs 
350-crore state support for the pro- 
ject to Rs 75 crore. Though the de- 
fence ministry has cleared the project 
and so has the state govemment, it is 


t—stil to sign the 30-year land lease 
agreement. 


With the three consortium part- 
ners — Siemens (40 per cent), L&T 
(17 per cent) and Unique Zurich Air- 


| port (17 per cent) — airing dissatis- 


faction, it's déjà vu for BIA. In 1998, 
the Tata-Raytheon-Changi Airport 
group had also pulled out citing "polit- 
ical and bureaucratic" delays. * 
SUPRIYA KURANE 


















HE three promoters of Blue 
Dart — Clyde Cooper, 
Tushar Jani and Khushroo 
Dubash — have had differ- 
ences on selling the com- 
pany. Cooper, managing director, has 
long resisted attempts by the other two 
promoters and the private equity firm 


Schroder Capital to sell stake in the | 


company. But the offer from German 
express delivery giant DHL Worldwide 
was too good to resist. So, 68 per cent of 
the domestic courier company was 
bought by DHL ata grand price of Rs 730 
crore. There is no comparable bench- 
mark in India, but a earnings-price mul- 
tiple of 28 is a great valuation by any 
standard. Chris Callen, country man- 
ager, DHL India, says: "Both parties feel 
they have derived the correct value." 


Schroder Capital played a key rolein | 


bringing all three promoters to agree. 
Schroder owns 17 per cent in Blue Dart, 
while the other three promoters to- 
gether own 51 per cent. Sometime in 
mid-2003, Blue Dart got into a lengthy 
discussion with United Parcel Service 
(UPS) for a strategic sale, which came to 


THE LOGISTIC 


— —— 
— 





no conclusion. Finally, DHL came into | 


the picture three months ago. 

Had Cooper decided not to be a part 
of this sale and the other partners had 
sold out, he would have been reduced to 
a mere presence on the board. But this 


way he encashes his investment, and | 


can also run the company till 2009 as per 
the contract. The operations of the two 
companies will merge later. 


After being taken over by Deutsche | 


Post in 2001, DHL has been under pres- 
sure in key markets like the US. Even in 
Asia and India, where it has had a head- 
start, its dominance has been hit by the 
entry of UPS, FedEx and TNT. Deustche 


Post has been using its huge war chest to | 


shore up international acquisitions in 
preparation of the day when its postal 
monopoly ends in Germany in 2008. 
The only way it can protect its profit 
margins is by maximising volumes, 





which will come essentially by growing | 


internationally. In fact, this marks a shift 
in DHLs traditional strategy in India. 
When it partnered with Cyrus Guzder's 
Air Freight (AFL), it never let Guzder 
build the domestic business, believing 


S INDUSTRY 


Blue Dart fits neatly into 
DHUSs global growth plans 


* 





RAVI PATIL 


that the domestic business is a low-mar- 
gin, high-volume one and would take 
focus away from the international ex- 
press business. 

Although the deal gives DHL a 60 per 
cent marketshare in India, it has its own 
challenges. For one, Blue Dart owns four 
aircraft (Blue Dart Aviation), which keep 
its fixed costs high. One of the reasons 
why players like Gati and AFL have re- 
sisted buying their own aircraft is that 
with the opening up of civil aviation ad- 
equate freight capacity is bound to be 
up for grabs. 

The deal also creates a peculiar situ- 
ation in the industry. Although AFL is no 
longer a part of DHL Worldwide, it is still 
its agent in India, save the top 12 cities. It 
will, therefore, now be competing head- 
on with DHL. Although DHL insists that 
the relationship will continue for now, 
it’s highly unlikely that it will sing in the 
same tune in the long term. How 
Guzder protects his interests is anyone's 
guess. Clearly, with Gati on the lookout 
for a partner, the domestic industry is 
ripe for mergers and acquistions. i 

RADHIKA DHAWAN 

























On the expressway 
| 

| S the domestic express business 
| | to be entirely dominated by 

| multinationals? As the DHL-Blue 
Dart deal makes waves, another ex- 
press delivery company, Gati Ex- 
press, is looking for a strategic part- 
ner. Talks are rife about promoter 
Mahendra Agarwal willing to offer a 
‘significant minority stake’ in the 
company. Gati is one of the biggest 
players in the country’s surface 
transport express delivery business 
and gets 66 per cent of its revenues 
from it. But over the past two years, 
it has been trying to build up its con- 
tract logistics business and has 
been hiring expatriates at senior po- 
sitions. For instance, Arthur Simon, 
the current CEO, is an ex-FedEx per- 
son. Gati's topline for the year 
ended June 2004 was $67.2 million 
and the net profit was $1.3 million. 
Its net profit margin for the year was 
1.8 per cent, compared to Blue 
Dart’s 8 per cent. 
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New Nokia 3220. Flash it. Flaunt it. 

It s new. It's groovy. And it's geared to turn heads; The new Nokia 3220 

see the tri-colour sidelights come to life with every call. Stun everyone by wi 
in the air. Or even dress up your phone with interchangeable cut-out cover 
Get together. Do whatever 


* EDGE Technology: = Funky Xpress-on"* Grips * Java™ Games 
= Amazing tri-colour lights * Wave Messaging’ * VGA Camera and Video Recording 


*Operator and Network dependent ^ Available only with optional Nokia Xpress-on'"" Fun Shells 


Always insist on original Nokia India Warranty to safeguard MEM TUM used, refurbished or tampered phones. N 
only for phones imported by Nokia India Pvt. Ltd "For assistol n Nokia product , id 57 
To download exciting ring tones, picture messages, screen icons wallpapers and games seni t 
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IT'S EASIER TO REACH FOR THE SKY, 
WHEN YOUR FEET ARE PLANTED FIRMLY 


ON THE GROUND. 








Revenues growing 46% CAGR 





SIFY 
Es 
THE Company of the Year 2000 | ISP of the Year 2001 | Superbrand Award 2CX 


IP VPN Market Leadership Award 2004 





ify is one of the fastest growing Internet 

| companies in the world today, with a 46% 
Compounded Annual Growth Rate over the last 
5 years. As we scale new heights, we know it's 
important to acknowledge the people who helped us 
get here; our customers and clients. People who 
have continually inspired us towards constant 
improvement, setting high service standards and 
creating industry bench-marks. It is their motivation 
that has carried us forward in changing the face of 
the Internet, Networks and eCommerce. Today, 
Sify is a zero debt company with $32 million 
in cash and operating profits in 2003-04. 
With unmatched Internet and network services 


expertise, technological capability and a team of 


+ 
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1,500 dedicated professionals, Sify stands o 
clear leader. 


We began with the purpose of impacting the lives of 
millions of people and organisations with the power 
of India and the Internet. Today, over 900 companies 
like GE, Whirlpool, Oracle, TVS Group, Tota Motors, 
Gillette, Dupont, Citibank, Hutch, Godrej, Toyota, 
Xerox, Wipro, Satyam and Jet Airways depend on 
Sify's network services for their business critical 
applicotions. As do over a million consumers for high 
quality Internet access and portal services. 


So, as we complete five years on the Nasdaq, 
we invite you to share in our joy and celebrate this 
milestone with us. 


NA PI. vp E: : 19 





For more information log on to www.sifycorp.com 
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PROFILE: PARTHASARATHI SHOME 


‘Commander of the Order 
of the Southern Cross’ 


In his new role, Shome is expected to give tax reforms a big push 


E may be better known 
in Brazil than in India, 
but not for long. 
Parthasarathi Shome, 
who was the first Indian 
to be awarded Brazil's highest civilian 
honour for a non-Brazilian — 'Com- 
mander of the Order of The Southern 
Cross' — for his contributions to the 
country, will now advise India’s finance 
minister on matters of the economy. 
Shome, who has been with the Inter- 





national Monetary Fund (IMF) since | 
1983, has done several stints in India, | 
but his main work has been in over 30 | 


Latin American and African countries, 
including Botswana, Argentina, Colom- 
bia, Brazil, Ecuador, Mexico and 
Guyana. A tax and fiscal affairs expert, 


he has also served as director of Na- | 


tional Institute of Public Finance and 
Policy, New Delhi, during 1995-97. 


Few doubt that this is the right time | 


for Shome to be where he is. India is to 
introduce a state VAT (value-added tax) 
by April 2005 and Shome was directly in- 
volved in the implementation of VAT in 








warns of a grim scenario if all its recom- 
mendations are not carried out by the 
beginning of the next year. However, 
sources say that Shome is of the view 
that since it has taken over a decade to 
just put in place a state VAT (a task that is 
yet to be completed), it is unrealistic to 
expect everyone to suddenly start im- 
plementing a GST. " The Centre cannot 
force the states and there is a process 
that has to be gone through," points out 
a ministry official. 

Tax base expansion, in Shomes view, 
is one of the top priorities for the gov- 
ernment. Shome has favoured a wider 
service tax net and generally lower rates 
in his earlier reports. One of his priori- 

ties is to ensure that the states intro- 


duce a ‘proper’ VAT 

ae Places wea eA can 

s. 'Sapors e given for inter- 

Brazil, which has a fed- | — aning inst, (2001.90 dus trade and it 

eral structure like Indias, © ae New Delhi — works like a ‘com- 
He has recently au- (1999.01) mon market. 

thored a paper called ® National Inst — Reducing incen— 

‘India: Resource Mobili- and Policy, Delhi —* Fin tives and exemptions 

sation Through Taxa- | efe í — 2995-9; will be an area of focus. 

tion’, which is to be Since Shome's 2001 report 


published in a book 
being brought out by 


theIME o DC (1978.85, 
for tay reforms mated to save around Rs 


e 

What finally in Brazil 
happens to the re- 
port of the task force on 
‘Fiscal Responsibility and Budget Man- 
agement (FRBM) Act’ put together by | 
Shome's predecessor Vijay Kelkar and 
his team is a political matter, but the di- 
rection of tax reforms in India is unlikely 
to change dramatically. It can be noted 
here that the expert group on tax policy 
and administration chaired by Shome 
in May 2001 was the first to suggest a na- 
tional integrated VAT, much on the lines 
of Kelkar's GST (goods and services tax). 

What may vary is the pace of re- 
forms. The task force on FRBM has sug- 
gested front-loading of reforms and | 
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recommended scrap- 
ping of various tax incen- 
tives for savings (esti- 


7,700 crore) and rationali- 

sation of incentives for 

charitable trusts and non- 

profit organisations (estimated savings 

of around Rs 5,750 crore), quite similar 

to the Kelkar task force reports. Had the 

recommendations of the expert group 

been carried out then, the government 

could have garnered additional revenue 
of Rs 25,250 crore every year. 

Unlike in 2001, Shome is today in a 
position to do all that he thinks is 
needed. He may, however, find that in 
government, things are often easier said 
than done. m 

ANJULI BHARGAVA 


'ACHIEVEMENT 
AWARDS 


Business 


Genuine quality speaks for itself 


Print Porter Television Po 


Rode forre P 


ne Mem Vhdson Bist Mannie Huy Pee l'EACHER'S ACHIEVEMENT AWARDS 
NDIA Q 9e2rm wr, NOVEMBER 20, 2004 at THE GRAND. NEW DELHI 


WWw.teachersachievementauarde an= 





TWENTY big institutional investors 
managing trillions of dollars came to In- 
dia for a week-long trip in early Novem- 
ber. They saw the Taj, met with ministers, 
diplomats and bureaucrats in Delhi, and 
interacted with corporations in Banga- 


lore and Mumbai. Escorting them | 


around the country was James J.C. 

Birch, managing director, Institutional 
Client Services (equities division), Gold- 

man Sachs International. Birch has lived 
in India before — in 1998, he was one of 
the early Goldman Sachs people in- 

volved in the tie-up with Kotak. On the 
board of Kotak for three years, he subse- 

quently went back to London. He pro- 

fesses: “I'm not an expert on India any- 

more, though I've been back every year. I 
was just here on a fun trip with some im- 

portant clients." Despite that, BW’s Vikas 
Dhoot and Radhika Dhawan got him to 
share his experiences on the road. 


= Do you see anything new around 
here? 

Most disturbingly, there arent many 
physical changes. The Mumbai, Delhi, 
Bangalore airports are the same. There 
are still the same potholes near the car 
park at Leela that I saw six years ago. But 
alot has changed for the companies. Re- 
liance built the biggest refinery in the 
world. Biocon didn't exist, and now they 
are a billion dollar company. When I was 
here, | thought that Maruti would be 
wiped out. But their marketshare is 
higher than ever. Infosys in 1998 had 
about two buildings, and now they've 


| 


got 8-9 in the same campus. Stuff is | 


changing mainly in the private sector. 


m What's the idea behind this trip? 
Last year, we did a similar trip to China, 
when we went to Beijing, Shanghai and 





|, worldwide basis. You have com- 


INTERVIEW/JAMES J.C. BIRCH 


‘On the surface, 
China seems to be 
light years ahead’ 


Hong Kong, and we took some 25 in- 
vestors who realised that China is a big 
story but hadn't been there before. They 
realised that it affects their world-view 
on investments. That was a big success 
and we did that again this year. The is- 
sues in China and India are similar. So 
we decided to do a trip here, too. 

Most members of the contingent 
would be among the top 100 investors 
in the world. [But] most of these are not 
people who would be directly deciding 
whether to buy Wipro or Infosys. People 
who work for them, often their Hong 
Kong or Singapore offices, would be 
making those decisions. This is more to 
give them the ability to make a clear 
judgement on a bigger issue. For in- 
stance, if theres another election crisis, 
the markets are down 15 per cent — 
should we buy or shouldn't we buy? At 
least they can join the discussion with 
some sense of authority. Our mission 
was to encourage them to put more 
money into India. I hope, on balance, 
we have been successful. 


m How was it different from your China 
trips? How are we doing against them? 
(Laughs) Well, there is a continual com- 
parison going on between India and 
China. It's interesting, because on the 
surface, as you step out of the airport, 
China appears to be light years ahead. It 
looks like Chicago. It's simplified by the 
fact that they have a one-party govern- 
ment. If they want to do something, it 
happens. But trying to find good com- 
panies to invest in is very difficult. China 
has an economy that has been fairly 
closed until recently. They don't have 
much history in competing on a 


panies who are leaders in their 
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own field and have competed against 
the world's best companies in a reason- 
ably open way. And in fact, they are do- 
ing better than ever at the moment on à 
global scale. China has companies that 
are protected by state subsidies. 

If you are very blunt, China has a 
very strong government and a weak cor- 
porate sector. India has a weak govern- 
ment and a strong corporate sector. 
What's important then is a clear impres- 
sion of the government. When we came 
in, people were nervous about elec- 
tions, coalitions, how many politicians 
are being investigated for corruption 
and things like that. But the politicians 
we met understood the issues. The gov- 
ernment itself said that whether it's the 
Congress party or BJB don't worry too 
much. We were reassured, but the con- 
cern really is more on the implementa- 
tion and execution. So, even if vou want 
to review the Mumbai and Delhi air- 
ports, is it going to take 3 years or 10 
years? And it's not just a matter of time. 
Because all the time that this doesn't 
happen, other people are overtaking 

















SANJIT KUNDU 











you. Your IT sector's English-speaking 
advantage will not last for very long, be- 
cause all the Chinese are learning Eng- 
lish very, very fast. That's why you need — 
to get as far ahead as you can. There are 
no Chinese equivalents of Wipro or In- 
fosys. TCS has an office in China with 
over 200 people. That's what should be 
happening. But since you delay infra- 
structure changes, it [still] takes an hour 
and a half to get from the Leela to In- 
fosys's office. The traffic and the airport | 
arent the only important things; power 
and water are equally important. 








m How did your meetings in Delhi go? 
The various financial secretaries were 
pretty much as expected. We were sur- 
prised by how positive the deputy high 
commissioner of Britain was about the | 
current government. He said: "It was a 
very shaky start and people were unsure 
whether Manmohan Singh was the 
right guy. He was more of an economist 
and thinker than a hardcore politician. | 
People are very impressed by how firmly 
he has been getting on with the job and 
pushing his Cabinet ministers to get 
things done. He is very hands-on and | 
interested in change, not politics." 








m What were the key concerns of your 
contingent? 


I don't think there's any concern about 


individual companies. There is a con- 
cern that Indian infrastructure just 
doesn't support them and putsthemata | 
great disadvantage to other countries. 
[However,] I don't think you want to go : 
crazy and do what the Japanese have 
done — build roads for the sake of 
building roads. Even the Chinese have 
probably built too many highways and 
too many airports. And they've built 
them because constructing things cre- 
ates employment opportunities. l'm not | 
suggesting you do that. 

When we met Praful Patel, India's lu- 
dicrously low number of foreign tourists | 
came up. I quoted a number of 1.5 mil- 
lion tourists. He said it's 3 million. But I 
think that 3 million includes non-resi- 
dent Indians (NRIs), who are not gen- | 
uine tourists. France, with a population 
of 60 million, attracts 90 million every 
year, a ratio of 1:1.5. India has a popula- 
tion of a billion with 1.5 million visitors 
— it's a ratio of 700:1 in the wrong direc- 
tion. And there's far more to see in India 


A 


than France. By fixing your airports and 


_ related things, you would have 15 mil- 


lion tourists right away. You should have 
direct flights from Frankfurt to Ahmed- 
abad, or New York to Bangalore. There's 
enough demand for it. 


m Is the surge in inflows into India a 


If you look at the fundamentals, you get 
GDP growth of 6.5 per cent, China gets a 
bit more, Europe gets less than 3 per 
cent. The US is 2-4 per cent. On the 
earnings growth front, you are now see- 
ing 17 per cent growth, it will be 15 per 
cent next year. In Europe, it's 5-6 per 
cent, and in the US it's 7-8 per cent. So 
you get double the earnings growth at 
valuations which are not dissimilar. In- 
dia is priced at 14 times earnings. Eu- 
rope is a bit cheaper, US a bit more ex- 
pensive. So it's very attractive. 

The most important thing is that the 
economy grows and companies do well. 
You shouldn't worry... the money in the 
end will find equilibrium. 

There's a great paranoia in the In- 
dian markets about whether the FIIs 
(foreign institutional investors) are buy- 
ing or selling? You should take a longer 
view. In the end, money will come in if 
things are good and it will go out if it's 
bad. FII inflows or outflows are caused 
by fundamental issues. So look for the 
fundamental issues rather than trying 
to catch the FII moves. In times of high 
tension, people take money out of risky 
markets and India, to date, is being 
treated as a risky market. The people 1 
came here with — it's their job to figure 
out if it's a good time to buy. So there are 
two angles. Is India fundamentally a 
good place to invest in the long term? 
The answer is yes. Is today, 5 November, 
a good time to buy? It's a tricky and a less 


| important question. 


m What about the low population of 
local investors? 

I think China has a smaller number of 
shareholders than India. A lot of people 
have the money to buy shares, but they 
don't have a long history or understand- 
ing of the market. Your savings rate is 
quite high but all of it goes into bank de- 
posits and gold. There is a big opportu- 
nity for locals in both countries to invest 
in stocks. Itcanonlygrowfrom here. B 


BUSINESSWORLD 17 22 NOVEMBER 2004 


NRI DEPOSITS 
Reopening 
the tap 


N the recent mid-term review of 
credit policy, the Reserve Bank 
of India (RBI) raised the maxi- 
mum possible interest rate that 
banks could offer on non-resident 
investments (which are rupee de- 
posits) to 50 basis points above 
London Interbank Offer Rate (LI- 
BOR), an intemational benchmark. 
This is surprising. Earlier this 
year, an RBI report expressed con- 
cem about the growth in NRE de- 
posits, which had risen from 
Rs 73,181 crore in March 2003 to 
Rs 95,588 crore in March 2004. 
The problem is that NRE de- 
posits are ‘hot money’ and can be 
withdrawn at any time by the in- 
vestor, posing the risk that in times 
of volatility in the currency market, 
big withdrawals of NRE deposits 
could worsen the fail of 
the rupee. So the 
RBI closed the ar- 
bitrage opportu- 
nity available to 
NRIs by capping 
the interest rate 
at the LIBOR. 
Recently, how- 
ever, the rupee has begun 
depreciating against the dollar af- 
ter a bout of appreciation. This 
hurts the NRI who has to assume 
the exchange risk. The one-year 
forward premium for the US dollar 
has risen to 1.86 per cent. Given 
that the current LIBOR rate is 2.57 
per cent, this works out to an ef- 
fective NRE interest of 0.64 per 
cent for a one-year deposit. US 
dollar deposits in the West offer 
1.56-1.75 per cent for the same 
maturity. So the arbitrage opportu- 
nity has vanished, if not reversed. 
Clearly, the RBI felt comfortable 
raising the maximum rate. Even 
then, the maximum NRE deposit 
rate stands at around 1.20 per 
cent, still well below the US dollar 


deposit rates. b 
AVINASH CELESTINE 






PHARMACEUTICAL RESEARCH 


Growing-up pains 





Molecule Therapy area 


| DRF 1042 Cancer 
DRF 10945 
RBx 7796 
GRC 3886 
LLL 2011 
LLL 3348 


BLX 1002 


Dyslipedemia 
Asthma 
Asthma 
Migraine 
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Indian drugs currently in human trials 


Development 
stage 


Phase two 


Company 


Dr. Reddy's 
Dr. Reddy's 
Ranbaxy 


Phase one 
Phase two 
Glenmark Phase one 


Phase two 


Lupin 


Lupin Phase one 


Orchid Phase two 





Note: A drug has to go through three stages of human trials before being marketed 


RUG development is a diffi- 
cult process. And now In- 
dian companies are finding 
out exactly how tortuous 
and long it can be. This week, human 


trials on Ranbaxy's experimental pros- : 


tate drug were put on hold by German 
licensee Schwarz Pharma. This is the 
second drug from an Indian company 
to be canned, or put on hold during hu- 
man trials in a month and the fourth in 
two years. The other three were from 
Dr. Reddy's Laboratories (DRL). 

Early movers like DRL and Ranbaxy 
have been investing in new drug discov- 
ery for about a decade, but there isn't a 
single new drug from an Indian com- 
pany in the market yet. Is that bad? 
Globally, about one in 10 drugs under- 
going research make it to the market, 
and it takes 10-15 years to do so. “It is not 
unexpected that a drug will fail,” says Vi- 
hari Purushottaman, pharma analyst, 
ICICI Securities. 

They could do so for a number of 


reasons. A new candidate may not be | 


much better than existing alternatives, 
or it may have strong side effects. The 
potential market size may not justify the 
resources needed to develop a drug. 
There could be another drug with better 
market prospects. So, resources could 


be reallocated. “There is no single rea- | 


son why drugs fail. You can't question a 
company’s research capability based on 
this,” says an analyst at a foreign broker- 





market sentiments. Ranbaxy fell 2.5 per 
cent on the news. Two years ago, DRL 
lost 14 per cent in a day when Novo 
Nordisk dropped its first-in-class in- 
sulin sensitiser. 

And for the next 3-4 years, no new 
drug is expected from Indian firms. So, 
does new drug discovery still make 
sense for them? Yes. Big western MNCs 
at the core of the global pharma indus- 
try are not having it good. The number 
of new drugs approved by the USFDA is 


| down from 53 in 1996-97 to 21 in 2003- 











age firm. But failures dampen stock- : 


04. This, combined with high investor 
pressure means they will continue to 
look around for promising drug candi- 
dates from others to fill their pipeline. As 
per one estimate, nearly 30 per cent of 
drugs sold by big MNCs are licensed. 
This number is sure to grow. Indian 
firms without the resources to take a 
new drug through expensive clinical tri- 

als have a large licensing opportunity. 
Two, while it is possible for compa- 
nies to only be in the off-patent drugs 
business, this is an extremely price- 
competitive area. On the other hand, a 
single patented blockbuster can reap 
billions for the originator. Consider this: 
the largest generics company Teva is 
close to $4 billion in sales, whereas the 
largest drug discovery-led major Pfizer's 
top brand, Lipitor, alone is a $10-billion 
product. If they want big bucks, Indian 
drug companies will have to stay com- 
mitted to new drug research. u 
GAURI KAMATH 
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HEALTHCARE 


The trouble with 
‘born in the US’ 


NDIAN companies going global 

are battling high healthcare 

costs of their employees work- 
ing at offsite locations. “In the US, 
the costs have skyrocketed for In- 
dian companies, because Indians 
want to have their children there to 
take advantage of dual citizen- 
ship,” says Mark Hanna, president, 
Hanna Insurance. Hanna is trying 
to work out ways for global compa- 
nies to keep their health insurance 
solutions in check. A study by 
Hanna Insurance on childbirth in 
the US estimates the costs at 
$10,000 for a delivery and 
$75,000 for birth- 
related complica- 
tions. That 
makes it the 
highest incurred 





^ dian employees. 
US insurance compan 
servicing Indian corporates are 
scurrying for cover. Hanna's mana- 
ging director Mathew Augustine 
says one way for them is to offer 
insurance prices by country of ori- 
gin as insurance is moving towards 
coverage even for a catastrophe. 
So, all large costs would be cov- 
ered, and only costs of primary 
care will be incurred by individuals. 
Two hundred and forty compa- 
nies from 108 countries have 
come together to form Globex, an 
association of insurance interme- 
diaries to look at ways to cut costs 
for clients. Common accreditation 
standards, excellent hospitals and 
a common reinsurer are some of 
the ideas being considered. Global 
companies will definitely benefit 
from the evolving models. a 
GINA S. KRISHNAN 
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PRESENTING THE NEW CORSA ELITE. WITH BEIGE LEATHER INTERIORS 


Robust German engineering gets a classy make over leather wrapped steering wheel, Triple Inf 
with beige leather interiors. The Elite also comes with a Display, aluminium pedals, alloy wheels c 
wood finish on tne instrument pone 5o get be! 


wheel. And experience a heady mix of 
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The difference is German engineering. 
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ALLOY WHEELS ALUMINIUM PEDALS 





Also available: Corsa 1.4GSi and 1.6GLS, Corsa Sail 1.4 and 1.6, Corsa Swing 
Call us at 30308080. 24-hr. GM helpline. (Local call charges apply. Prefix STD code when calling from a mobi 
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77% of your computer's cost hits you 


after you have bought it. 
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HP recommends Microsoft®? Windows® XP Professional. 





technology. Thus it is adequately equipped to handle future 
: advances in terms of both technology and performance. And 7 
Desktop dc7 1 00 with a really combined with the world famous HP warranty and assurance, the HP E 


low total cost of ownership. Compaq Business Desktop dc7100 is a machine that requires 1 
extremely low maintenance. In the eventuality of a technical hitch, its ji 


Get the new HP Compaq Business 


It is estimated that the purchase price in case of desktop computers, 


world-class design structure makes servicing really easy and requires — 
forms only 23% of the total cost of ownership. So where does most of p 


very low levels of expenditure. What HP proposes is to offer business J 


your money go after you have bought the desktop for your office? It enterprises a worry-free office infrastructure with high performance 
goes into maintenance, upgradation and general troubleshooting. It capabilities at a minimal TCO. The HP Compaq Business Desktop 
thus naturally follows that the computer hardware system with the dc7100 is designed specifically to cater to the office of the future. 


lowest purchase price may not necessarily be the most cost effective 


system. What exactly is “Total Cost of Ownership"? In layman terms, Gel more technology, expertise and support rom HP's Smart X 


Total Cost of Ownership or TCO is the sum total of all the costs solutions. i" 
incurred to keep any product, in this case a computer, operational 
and productive throughout its life cycle. This would include all costs Life-cycle cost of a Desktop 
i i i i Purchase price for 
related to purchase, maintenance, upgradation, etc. Keeping this "m ——— 


factor in mind, HP, a strong player in the computer hardware market 
has introduced a specialized range of advanced desktops targeted 
at corporate business houses and growing business units - the HP 
Compaq Business Desktop dc7 100 powered by the Intel" Pentium" 
4 Processor 530* with HT? Technology. Loaded with an Intel® 915G 
chipset for a consistent and superior performance, the HP Compaq 
Business Desktop dc7100 is the last word in cutting-edge 














With certified service and genuine parts, 
HP Care Pack adds more value to your warranty. Insist on one today. 


Special prices available 
on the HP Compaq 
Business Desktop 
dc7100 powered by the 
Intel® Pentium® 4 
Processor 530* with 
HT' Technology till 
December 31st, 2004. 
Hurry! 
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Message on 





the bottle 


ILL the top secret 
formulas for Coca-Cola 
and Pepsi finally be out? 
The Rajasthan High Court has 
directed all carbonated drinks 





controversy. The petition cited the 
right to information in Article 19 of 
the Constitution of India. 
Following the order, the two 
soft drink majors, Coca-Cola India 
and Pepsi, filed a review petition 
on 3 November 2004, stating 
legal anomalies. Not finding any of 
them, the judges immediately 
dismissed the petition and the 
beverage companies were given 
one month's time to comply with 
the directive. "m 
NANDINI VAISH 


THE BATTLE FOR THE 1900 MHz BAND 


Covering the entire 


International frequency arrangements 
The US PCS band is the only one with reverse duplex directions, that is, 
with an uplink-downlink clash with other frequency band arrangements 


l us.Aws 
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1 Downlink 


1710-1755 
1710-1785 
1750-1780 1805-1850 
1850-1910 


1840-1870 





BB koreanPcs W uspcs 1900 


ia ITU core band 








ESPITE being plagued by 
legal battles, Indias mobile 
telecom industry has grown 
at 100 per cent a year. Now, 
the next mobile war is around the cor- 
ner. This time it has a global flavour to it. 
The GSM-based operators have the 
support of the worldwide GSM Associa- 
tion, while the CDMA companies ran- 
ged against them are backed by the 
CDMA Development Group in the bat- 
tle for spectrum; specifically, the US PCS 
1900 band. 
The equipment vendors, too, have 





joined in. While Motorola, Nortel and 
Nokia say CDMA equipment can be de- 
veloped for the 1,800 MHz band, ven- 
dors like Lucent and Qualcomm back 
the CDMA operators, who maintain 
that equipment is available for the 1,900 
MHz band only. 

Considering that over the next cou- 
ple of years India is expected to become 
the largest mobile market after China, 
thisis a battle that could change the way 
spectrum is allocated globally. That 
could be à big hit for the winners. But 
GSMA points out that if India gives the 





INFRASTRUCTURE PROJECTS: DELAYS AND EFFECTS 


The latest report on the status of infrastructure projects being implemented by the Ministry of Statistics and Programme 
Implementation says there have been inordinate delays and colossal wastage of public money. A snapshot: 


Total number of projects: 605 





Worth: Rs 267,815 crore 

e Rs 105,146 crore already spent 

e 248 projects behind schedule 

e 149 projects approved but not commissioned 
e 46 awaiting updated completion schedules 

© 14 on schedule = 

e 22 ahead of schedule 





Top 5 reasons for delay 





e Acquiring land and getting 
environmental clearances. 
e Lack of infrastructure and linkages 
e Achieving financial closure for projects - 


e Tendering, ordering and supplying 
equipment 


e Law and order problems 
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Top 5 reasons for cost escalations 


Delays have led to big cost escalations. There is an 


estimated overrun of 21.5 per cent already 

e Underestimation of original cost 

e Changes in forex rates and statutory duties 
e Higher-than-estimated costs of rehabilitation 
e Spiralling land acquisition costs — 

e Monopolistic pricing by vendors 
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spectrum 


US PCS 1900 band for CDMA services, it | 


will get isolated in the global 3G services. 


CDMA operators led by Reliance In- | 


focomm and Tata Indicom have sought 


operators point out that all along CDMA 


firms. CDMA operators use the inverse 


argument. Says S.C. Khanna, secretary 


general, Association of Unified Telecom 
Service Providers of India: “If the gov- 
ernment decides to allocate frequency 
[for CDMA] in any band other than the 
1,900 MHz band, it will kill the CDMA 
operators." He argues that it (spectrum 
bands other than 1,900 MHz) will drasti- 


_ cally increase the costs for operators. 
additional spectrum, but the cellular | 


has been touted as a technology that is | 


spectrally inefficient as compared to 
GSM. Says T.V. Ramachandran, direc- 
tor-general, Cellular Operators Associa- 
tion of India (COAT): "What is needed is 
to see what spectrum the 
CDMA operators get based 
on the number of subscri- 
bers." That is the criterion 
the Wireless Planning 
Commission (WPC) has 
followed in allotting the 
spectrum so far. 

Delhi and Mumbai, the 
places with the highest 
teledensity in India, have 
GSM operators who have a 
subscriber base of more 
than a million each. Bharti 
in Delhi and Hutch in 
Mumbai have 10 MHz of 
spectrum. On the other 
hand, Reliance, with nearly 
a million subscribers, has 5 
MHz in both the metros. 
CDMA players seeking ad- 
ditional spectrum in the 
1,900 MHz band can stifle 
the growth of the GSM 











Ramachandran (top) 
and Khanna: Fighting 
the mother of all 
telecom battles 





The COAI has a list of 130 handset 
models made by virtually all operators 
that work on 1,800 MHz. It says the 
downlink of the US PCS 1900 band di- 
rectly hits the uplink of GSM services on 
the ITU core band. More importantly, it 
will interfere with 3G services when they 
are launched. COAI also 
has been complaining that 
the Telecom Regulatory 
Authority of India (Trai) 
has not given it a chance to 
speak at the open houses. 

But Trai chairman Pra- 
dip Baijal says one has to 
weigh short-term interests 
against long-term ones. 
With the  state-owned 
Bharat Sanchar Nigam 
planning to expand its cel- 
lular footprint, the GSM 
operators have a heavy- 
weight ally this time round. 
That could decide the way 
the game plays out. Be- 
sides, international pres- 
sure on the government to 
stick to the knitting can tilt 
the tables against the 
CDMA operators. a 

ANUP JAYARAM 
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ZEE TELEFILMS 


Boss 


number 
eight 





T looks likely. From all accounts, 
Pradeep Guha will indeed take 
over as head of the Rs 1,370- 
crore Zee Telefilms in January 2005. 
According to reports, the president of 
Bennett, Coleman and Co. (BCCL), 
has already put in his papers and is 
awaiting vice-chairman Samir Jain's 
final nod. Well, best of luck to him. 

Guha has built his formidable rep- 
utation with The Times of india, 
Mumbai, one of the most profitable 
dailies in the country. It was his foray 
into films (Fiza) and events for the 
Times Group that caused some un- 
happiness at the BCCL headquarters 
in Delhi. For at least two years now 
there have been rumours about how 
his ‘wings are being clipped’ or ‘he is 
being sidelined’. Even so, he remains 
one of the brightest business minds 
in media today. He is on the ball, 
knows his stuff and has a global per- 
spective on the business. 

So, if he puts his mind to it, he 
can do things at Zee, one of India's 
largest but not-so-happening broad- 
casting firms. The point is will he be 
allowed to? Zee chairman Subhash 
Chandra is notorious for not giving 
‘operational freedom’ (as one former 
CEO put it) to his chiefs. That means 
there is always the danger of Chan- 
dra putting in his two bits on anything 
— from which film to buy to which 
show to put on air — irrespective of 
what the business head says. Any 
wonder that Zee has been through 
seven heads in 12 years? Guha will 
be the eighth. Stockbrokers who 





DILEEP PRAKASH 
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Development Project Railways Shipping BCCL are still wondering whether he 
(NHDP) packages are behind Out of 38 projects 224 projects worth can pep up Zee or if he will make way 
schedule. The project, which was worth Rs 3,290 crore, Rs 35,200 crore will now for the ninth head. Guha did not re- 
mpectedto be completed by 23 are delayed cost Rs 51,733 crore, an spond to BW's request for an inter- 
2004 is delayed by at escalation of 47 per cest anda = view. All that a Zee spokesperson had 
December "m" P =  tosay was: "No comments." * 
east a year time overrun of 14 years 2 VANITA KOHLI-KHANDEKAR 


71 National Highway 





don't know anything about Guha or 
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MEDIA AUDIT ON INDIA, CHINA 


India is the future 


Feeling on industrial vitality 





China 


*Business environment five years hence 





HE world media has gone 
against conventional wisdom 
by rating India ahead of 
China, as the number one 
emerging market. In a survey con- 
ducted by public relations firm, Edel- 
man, 65 journalists from the world’s top 
media houses, including The Wall Street 
Journal, Washington Post, Financial 
Times and Der Spiegel have said that In- 


Brazil 





dia, five years down the line, will have | 


the most favourable business environ- 
ment among all emerging markets. 
The verdict can be considered a sig- 
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Source: Edelman's India Media Audit, 2004 


nificant pronouncement in favour of 
democracy, which seems to have made 
a major difference in perceptions about 
rival neighbours. “India is at a cross- 
roads in its development as the world's 
largest democracy and has thrown off its 
‘jsolationist, self-sufficiency’ mindset", 
the survey says. It says that Brazil, Mex- 
ico, Poland and Russia do not fall in the 
same class as China and India. 

Other advantages that India has, ac- 
cording to the respondents, are young 


_ English-speaking workers, a low-cost 


structure and a growing consumer mar- 












ket. Bureaucratic delays, social prob- 
lems, and regulatory issues as disadvan- 
tages figure much above commonly 
cited ones like lack of decent physical 
infrastructure and rural-urban divide. 

However, the area where India 
needs to work the hardest seems to be 
communication. Though India does en- 
joy astrong reputation among the world 
media, in the US media China has a four 
times larger share of voice. On top of it, 
one in four stories about India relate to 
outsourcing, which project the country 
as an outsourcing hub, but at the same 
time antagonise readers who perceive it 
as a threat to their jobs. 

The survey says that India, in order 
to become a global economic power, 
has to emphasise on its other strengths, 
among them strong management ex- 
pertise and executive visionary leader- 
ship, high levels of transparency and ef- 
ficiency in corporate governance, and 
stress on corporate social responsibility. 
The call is to highlight every little spe- 
ciality the country has — culture, fash- 
ion, architecture, people, cities, devel- 
opment projects. “Frame India as the 
‘future’”, the respondents urge = 

RAJESH KUMAR SINGH 


— Offbeat Forex from the axis of evil ... 





OOKING for a way to become 
a forex trader and 
show your support for 


Iraq.com, offers a decidedly 
innovative way of capitalising 
on the strong political feelings 
in the US. Claiming that "lib- 
erty brings prosperity," the 
website implores Americans to 

buy the incredibly devalued Iraqi dinars 
(currently trading at 1,463 to the US 
dollar), get the hard cash delivered to 
their door, put it in the closet and wait 
till economic stability returns and valu- 
ations rise. 

Though currency convertability and 
the very future of the country are uncer- 
tain, Iraq /s working with the World 
Bank towards establishing monetary 
stability in the country. 

Site founder Jeff Pasquarella has 
been running the site since April this 


BUSINESSWORLD 24 22 NOVEMBER 2004 


year, and reports that busi- 
ness has been brisk. And for him, the 
business is not just for profit. “I like the 
idea of being a conduit for large quanti- 
ties of sorely needed US dollars to help 
strengthen the Central Bank of Iraq," 
says Pasquarella, a long time coin 
collector. 
Considering that Iraqi currency shot 
up to trade at 450 to the dollar the last 
time really good news came out of Iraq 
— when Saddam's regime accepted 
the UN Oil For Food programme in 
1996 — it could be worth a try. El 
ERICA LEE NELSON 


Get the new 
HP Cruise car 
engine oil and 


HP 
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SMALL, ultra-exclu- 
sive club housed in a | 
modernist circular 
building in the Swiss 
town of Basel deter- 
mines the ground 
rules for banks across the world to 
account for loans. These arcane rules 
were formulated way back in 1988 by 
the Bank for International Settlements, 
the organisation housed in that circular 
building. They tell banks how much | 
capital they should keep to protect 
themselves against the risk that their 
loans will go bad. In 2006, a new set of 
rules will replace them, which will force 
banks to raise more capital and make 
companies take a hard look at their fi- 
nancial structure. Yes, the new Basel II | 
rules look impossibly arcane to the out- 
sider, but they will throw up the biggest 
challenge for banks in the years ahead. 

In India, banks are already lining up 
to bolster their capital base. According 
to Prime Database, 14 banks (See ‘While 
The Sun Shines') are likely to hit the 
capital market over the next year to 
collectively raise around Rs 4,390 crore. 
“Banks are raising this money to fund 
their growth plans, but it is also in part | 
because of the approaching deadline 
of Basel II,” says an analyst. The govern- 
ment too will have to make budgetary 
provisions for public sector banks that 
aren't listed — like State Bank 
of Saurashtra and State Bank 
of Patiala. 

But what do the Basel rules really en- 
tail? The first set of rules tried to get 
banks to differentiate between their 
customers on the basis of how risky they 
were. Lending to the government was 





| 











riskless, and didn't need to be backed by 
capital. Lending to companies, how- 
ever, was deemed risky and had to be | 
backed by Rs 9 of capital for every Rs 100 
of corporate loans. 

This is where problems with the 
original Basel rules arise. When the State 
Bank of India (SBI), for example, gives | 
loans to corporates, it cannot distin- 





guish between them. This is because of 
the existing RBI guidelines, which requ- 
ire SBI to set aside capital equal to 9 per 
cent of the loan amount — whether it 
makes a loan to a Reliance Industries 
that enjoys a top investment grade 
rating, or to an ailing textile company 
that may have an effective 'junk' grade 





Rules framed in 


the Swiss town 
could change the 
way Indian banks | 
lend money 
to corporates. 
Are our 
banks up 
to it? By 
Avinash Celestine \ 
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Indian banks need... 


@ To develop a roadmap 
towards Basel II in the next 
two months 

















6-7 years, to be able to rate 
debtors 











0 To develop IT systems that 
can predict risk in a more 
efficient manner 






@ To raise extra capital needed 
for meeting Basel || 
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rating. 
This is a 
highly ineffi- 
cient use of capi- 
tal. Reliance, 
being far more 
creditworthy than the 
latter, is much more 
likely to repay its loans. SBI should really 
be setting aside a far lesser amount of 
capital to protect itself against the risk of 
a Reliance default, as against that of the 
textile company in question. With the 
new Basel rules, it can set aside lesser or 
larger amounts of capital, depending on 
whether a company has an investment 
grade or a junk grade rating. 

The risk of default is, however, only 
one of the risks that banks like SBI face 
in their business. Every year, banks face 
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@ To set policies in the areas 
where it has the discretion 


@ To define the norms by 
which banks can rate 
companies 


@ To approve agencies whose 
rating of companies would 
be acceptable 


e To decide whether the 
advanced norms can be 
used on all banks at one go 





other risks that are quite different, such 
as a hacker breaking into its computer 
systems and stealing data, or one of 
its own employees embezzling large 
amounts of money from the bank. 
While the original Basel rules didn't 
cover these ‘operational risks’, the Basel 
II rules are huge and wide-ranging. At 
the heart of the norms, it tries to tackle 
these two problems. Banks will now 
have to set aside capital equal to around 
15 percent of its net income to provide a 
cushion against operational risks. 

What are the consequences of the 
new rules? To be ready for Basel II, most 
Indian banks will need more capital. On 
the face of it, this seems odd. After all, 
under the new rules, banks will be able 
to make finer distinctions among bor- 
rowers. So, on balance, they would actu- 
ally need to set aside less capital for their 
entire loan portfolio as a whole than 
they did earlier. However, one problem 
is that what they gain in capital terms 
from the rule changes on the risk of de- 
fault, they lose when it comes to making 
provisions for operational risk because 
Indian banks did not need to set aside 
capital for such risks earlier. 

There are few public estimates of 
how much capital Indian banks will 
need as a whole as the Basel II deadline 
approaches. The Bank for International 
Settlements conducted a study last year 
about the capital that banks in various 
groups of countries would require once 
Basel II came into force. On average, for 
the group of countries of which India 
was a member, the increase in capital 
required was of the order of 12 per cent. 
This works out to about Rs 15,000 crore, 
according to 2003-04 figures. 

But that's a very rough estimate sim- 
ply because the number of countries in 
that group is huge. A more pertinent es- 
timate would be the one made by banks 
themselves in India. These estimates 
take into account the extent to which 
the banks' capital adequacy ratio (the 
amount of capital set aside in relation to 
the total loans made) will fall after they 
implement Basel II. 

"We believe that the capital ade- 
quacy ratio of Indian banks will fall 
roughly by around 2-2.5 per cent after 
they implement the Basel II rules," says 
a senior executive of a large public sec- 
torbank who has the task of implement- 
ing Basel II at his bank. The executive 


has been in touch with his counterparts — 


in other banks too, and this estimate 
seems to be a common one. 

Assuming that the banking sector, as 
a whole, would want to maintain its 


capital adequacy at the current level - 


(around 13 per cent) even after Basel II, 
it translates to a capital requirement of 


Rs 20,000 crore-25,000 crore. And this | 


doesn't even take into account the fact 
that during the normal course of busi- 


ness, with risk-weighted assets growing | 


at around 14 per cent per annum (as 
they did over 2003-04), Indian banks 





reduce their capital adequacy ratio by | 
around 1.7 percentage points each year. — 


Hence, the rush by various banks to 
raise capital. 


While the 
sun shines 


Punjab & Sind Bank 


HDFC Bank i 
Allahabad | 
Bank of India x 


DCB 


If these estimates turn out to be even 


partially correct, the rush could turn | 


into a flood. If this were to be the only 
consequence though, people outside 
the industry wouldn't need to be con- 
cerned. But the consequences of the 
Basel II rules could hurt parts of the cor- 
porate sector directly. 

During a round-table discussion on 
the impact of Basel II, at Gurgaon-based 
business school MDI last week, involv- 
ing senior executives of leading banks 
and the regulator, one of the panelists 


| 
| 
| 
| 
| 
| 


cost of capital when deciding their loan 
costs,” he said. Under Basel I, this may 
not have made much of a difference. Af- 
ter all, once a bank decides to make a 
loan to a corporate, it matters little — in 
terms of capital — whether that loan is 
to an investment grade or a junk grade 
company. Under the new rules, how- 
ever, banks that ignore capital costs 
would do so at their own peril. 

Another major consequence of 
Basel II will be that a company, which 
needs a bank loan, will now require a 
rating from an independent agency like 
Crisil or ICRA. The problem is that the 
total number of companies in India 
which have an outstanding rating is just 
above 1,000. There are a total of over 


i by the end of 2005 





Source: Prime Database 


8,000 companies in the CMIE database 
(which tabulates companies registered 
with the registrar of companies). 

While Basel II means big business 
for rating agencies, it also means that 
companies without ratings — or those 
with junk grade ratings — are likely 
to suffer. Banks could simply refuse to 
lend to them, given that they would 
need to set aside a much larger amount 
of capital. But these would be the com- 
panies that need to borrow from banks, 
since a Reliance will be able to directly 


made a telling comment. “As of now, In- | access the capital markets in India or 
dian banks don't take into account the | abroad because it is as creditworthy as it 
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is. “Many more companies, which could 
earlier get bank credit without a rating, 
will need to get themselves rated,” says 
Ritesh Maheshwari, head (financial sec- 
tor ratings), Crisil. “However, we aren't 
seeing companies coming to us with 
that perspective in mind yet (to get rated 
in anticipation of the new rules)." 

The Basel II rules could also create a 
sharp caste system within the banking 
system. This could come about due 
to various versions of the rules, which 
countries can implement. Under the 
most basic approach, banks have little 
discretion. Once the corporate rating 
has been fixed, the rules specify the 
extent of capital that has to be set aside 
by each bank. This rating will be set by 
the rating agencies. All that the bank 
would have to do is to apply the rating 
and the capital requirements to each 
company that comes to it for a loan. 

Under the Basel rules though, banks 
which have more advanced systems can 
actually determine a company’s ratings 
internally and also decide the capital 
requirement. The regulator, in turn, can 





| 





actually allow certain banks who it feels 
are up to it, to follow these more ad- 
vanced versions of the Basel II rules 
(which allow substantial discretion to 
the banks), while at the same time re- 
quiring that the rest of the banks follow 
the basic approach. 

The stronger banks, which imple- 
ment the more advanced versions of 
Basel II, though are likely to be far more 
sensitive to the kind of companies they 
lend to, because they would need to 
provide much higher amounts of 
capital for the same company than 
banks which follow the basic (or ‘stan- 
dardised approach’). 

According to RBI deputy governor 
Kishori Udeshi, this could mean that the 
stronger banks go for the safest risks and 
the best companies, while the weaker 
companies are serviced by the weaker 
banks. “Due to concentration of higher 
risks, standardised approach banks can 
become vulnerable at times of eco- 
nomic downturns,” she pointed out in a 
speech. In effect, banks that are already 
financially shaky could find themselves 


with corporate clients who are most 
prone to adding to the non-performing 
assets during recession. 

But this is in the future. As a first step, 
the RBI has asked banks to prepare d 
roadmap about how they will imple- 
ment Basel II by end-December. Most 
banks are likely to miss that deadline. 
"The problemis that even before we pre- 
pare a roadmap, the regulator has to take 
policy decisions about the areas over 
which it has discretion," says the execu- 
tive of the public sector bank. "Our point 
is that we can draw a roadmap — but 
you (the RBI) have to specify the mile- 
stones to us." The steering committee 


which the RBI had set up to help smooth - 


the way to Basel II had not had its first 
meeting even as late as end-September. 
The second step is for banks to raise 
capital. Again, the stronger banks would 
be the ones who already have enough 
capital, or are going to be able to raise it 
with more ease. The caste system is 
likely to come into force not in two- 
years time, but by next year, when banks 
head to the capital market. và 
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BUSINESS PROCESS OUTSOURCING 


acquisition spree overseas? Snigdha Sengupta reports. 


BORDER 


AST week, Neeraj Bhargava was at the Wankhede | 


Stadium in Mumbai, cheering the Indian cricket 
team as they beat world champions Australia. This 
was a rare occasion when the 40-year old CEO of the 
WNS Group, the largest third-party Indian BPO 
firm, let his hair down and enjoyed himself. “I seem 
to spend most of my time in an airplane these days,” 
says Bhargava. Much like in his previous stint as a McKinsey 
consultant, Bhargava says he ends up criss-crossing the globe 
four days a week, before getting back to his home base in 
Mumbai by the weekend. 

It isn't just Bhargava. The global travel bug has bitten the 
entire business process outsourcing (BPO) industry. Almost 
every CEO says he is now following an excruciating travel plan. 
With reason too. In the last three months, BPO companies 
have quietly signed five deals overseas to buy out BPO firms in 
the US and the UK. And most experts reckon there's plenty 
more to follow. 





smaller than many of the headline-grabbing global deals 
struck in recent times by Corporate India's heavyweights — 
Reliance (Flag Telecom, $211 million), Tata Motors (Daewoo, 
$102 million) and Tata Steel (NatSteel, $286 million). But then, 
most BPO firms haven't been around for more than four years 
and only a handful — like Wipro Spectramind, EXL, WNS and 
ICICI-OneSource — have turnovers exceeding $50 million. 
Contrast this BPO buying spree with what their older and big- 
ger cousin — the $15.6-billion plus Indian software services 
industry — has been able to achieve, and the comparison sud- 
denly looks interesting. The $1.4-billion Indian third-party 
BPO industry has invested close to $300 million in buying as- 
sets overseas, In contrast, frontline IT services firms have col- 
lectively invested less than $ 300 million in overseas acquisi- 
tions — despite having hordes of cash. The biggest deal that an 
Indian IT services firms has struck so far is for $68 million. 

Yet the tenor is no different. Over the last decade, frontline 


| IT services firms relied on organic growth to drive topline 


Godrej Industries has just announced that itis in talks to | 


acquire the US-based Outsource Offshore Inc. Delhi-based 
vCustomer is currently in talks with potential acquisition tar- 
gets in the US. It plans to deploy close to $20 million to buy a 


1,000-seat facility. Bangalore-based 24/7 Customer is evaluat- | 


ing more than one acquisition in the US. Mumbai-based Epi- 
center Technologies is scouting around for acquisitions to 
beefup its front-end capabilities and is looking at $10 million- 
15 million revenue companies. And the ChrysCapital-backed 





Ephinay, one of the earliest niche BPO firms to emerge in In- | 


dia, bought the Phoenix- 
based Core3 last July and 
has now hired San Diego- 
based acquisitions special- 
ist Ascent Partners to scout 
for new targets. 

This is an important 
turning point for the seven- 
year-old Indian BPO indus- 
try. Indian BPO firms have 
made 14 acquisitions in the 
last three years (See ‘The 
Deal History’). They range ; 
between $1.5 million to 
$110 million — far, far Ẹ 





PV. Kannan, founder and CEO, 24 


growth and profitability. Through the 1990s, the IT services 
firms set up global delivery centres bit by bit, on their own, 
across the world, largely to pilot work that would eventually 
move to India. Over the last four years, the IT services firms 
have changed tack and are scaling up these centres to provide 
customers with a blended model: an on-shore, near shore and 
off-shore capability, depending on what customers want. 

For the BPO industry though, the time horizons have been 
dramatically compressed. “The IT industry had the luxury of 
nearly 12-15 years of growth, uninterrupted by foreign com- 


Generic Plays 





/ Custome 


Competition from MNC BPO players 
such as Convergys, Accenture and IBM 
is forcing home-grown companies to 
quickly build up a global delivery 


model and high-margin services to 


sustain growth rates. 


Ananda Wiican | EO & MD, ICICI OneSource 
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petition. BPO has had to compete with global players right 
from day one,” says Ananda Mukerji, CEO, ICICI OneSource. 

Over the last two years, global companies like IBM Global 
Services, EDS and Accenture have been aggressively scaling 
up their offshore BPO presence in India. Already, IBM and Ac- 
centure have ramped up to a headcount of over 10,000 and 
5,000, respectively. Says Mukerji: “In two years, every large 
global BPO company will have a presence in India.” This is pri- 
marily being driven by customer demands for a blended off- 
shore-onshore delivery solution. 

In the past, when a customer wanted an offshore solution, 
an IBM or an EDS would partner with an Indian vendor. But 
things took a turn for the worse, when recession hit the US 
economy and customers began to squeeze billing rates. Sud- 
denly, offshoring seemed a winning proposition, especially 
given the cost arbitrage that countries like India offered. For 
the global players, margins in the US were no longer as lucra- 
tive as they used to be. They have dropped to 6-7 per cent over 
the last three years. So, instead of passing on revenues to In- 
dian companies, it made more sense for the global firms to set 
up their own offshore operations in India and take advantage 
of the cost arbitrage. IBM Global Services's acquisition of 
Daksh eServices for Rs 700 crore this year was the signal that 
the ground rules in the BPO industry had changed forever. 

Even as the global BPO giants begin scaling up in India, the 
third-party Indian BPO firms have to now figure out how to 
stay in the race. Their relatively small size is a serious handi- 
cap. Barring the bigger players — WiproSpectramind, EXL and 
WNS — none of the others today are anywhere close to the 
requisite scale. "To compete with the global players, vou need 
a headcount of at least 40,000 globally," says Mukerji, whose 
firm's headcount today is just a tenth of that number. Without 
scale, it will not be possible to bring in the blue-chip contracts. 

The ability of Indian BPO firms to scale up and grow will 
decide how much of the $1-trillion BPO pie they will be able to 
bite off. There are, of course, varying estimates of how much of 
this work will be offshored to India. Nasscom expects 70 per 
cent of the work that will be offshored to flow to India. Tech re- 
search analyst Gartner sees India continuing to retain its 80 
per cent share ofthe global offshoring market. Last year (fiscal 
2003-2004), the Indian BPO industry earned $3.6 billion in 
revenues. Third-party companies accounted for 40 per cent of 
the overall pie. 

But competition is increasing. Billing rates in the US are 








These companies focus on high-mar- 
gin niche segments such as healthcare, 
market research, etc. The acquisitions 
are essentially to buy technical know- 
how to improve processes and 


| front-end teams. 


Naresh Ponnapa, founder & CEO, Indecomm Global 


US-India Niche Plays 


Anshuman Kankan, founder, Ephirigiy 


already under pressure, adversely impacting margins. In the 
US, there is already a big shake-out among the small- and 
medium-sized BPO firms. Unlike global firms like Convergys 
and IBM that are expanding to set up offshore delivery centres 
in countries like India, these relatively smaller BPO firms — 
typically unlisted companies with turnovers of under $50 mil- 
lion— do not have the cash flow to expand overseas. The land- 
scape in the US is littered with hundreds of such firms, with 
500 to 1,000 seats. These firms typically work with a client base 
of seven to eight local marquee clients and also take up short- 
term project-based work. Today, with billing rates under pres- 
sure, they have two clear options: shut down or partner an 
overseas offshore service provider. 

Now, not too many overseas BPO industries have the 
depth or the maturity that the Indian BPO industry has devel- 
oped. An exception would be Australia which has enough 
BPO firms with the maturity to compete in verticals like high- 
end financial services. However, while a few of the larger Aus- 
tralian firms undertake offshore work from the US, the indus- 
try has not been able to market Australia as a viable offshore 
location as aggressively as India, says a senior Gartner analyst. 

That's why most of the M&A deals so far have been bagged 
by Indian BPO firms. “In the US, there are firms available at 
valuations as low as one to two times revenue,” says Bhaskar 
Menon, head, Msource BPO. (In India, it ranges between three 
and six times). These are primarily mom-and-pop shops. So, 
while the valuations are certainly attractive, sometimes poor 
due diligence can end in customers walking out as soon as the 
transaction is done, says Navanit, CEO, Epicenter. 

Despite the pitfalls, the benefits are compelling for Indian 
BPO firms. At one level, these M&A deals will provide the mo- 
mentum to continue growing at 40-50 per cent — and thereby 
gain the scale to stay in the race, Also, third-party Indian BPO 
firms now get a chance to move up the value chain, and take 
on more complex and higher margins segments as well. Be- 
sides, a global delivery model would also help them stem 
some of the criticism in the US against offshoring back office 
jobs. In fact, an onsite presence is now critical. 

"Having an American face to an Indian company, which 
also demonstrates that it can create jobs in the US, helps cre- 
ate a defence against the backlash. It also takes care of de-risk- 
ing issues that have arisen post 9/11. Customers are more 
comfortable when they know that you have a business conti- 
nuity plan with an onshore presence in the US," says Navanit. 
"A front-end run by Ameri- 
cans can help reduce the 
sales cycle which could 
otherwise run into six to 12 
months," says Naresh Pon- 
napa, founder and CEO, In- 
decomm Global, a niche 
BPO based in Bangalore. 

There is no common 
pattern in the way Indian 
BPO firms are sequencing 
their M&A activity. The 
strategies are dependant 
broadly on the category 
into which the firms fall. 
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May 2002 Belfast, Ireland Apollo Contact Centre (British Telecom arm) HCL Tech $11.5 million Onsite 
facility to expand services to European market. $31 million revenues for three years from BT. 
aaan aaas a un E cima eee dings = 








August 2002 Ipswich, UK Town and Country Assistance WNS Not available To enter the insurance 
claims processing market. 








April 2003 Singapore Embrace IndiaLife Hewitt Not Available To expand presence in the Asia-Pacific. 








July 2003 Phoenix, USA Core3 Ephinay Not available To acquire customers and consulting experi- 
ence, move up the value chain and get a US delivery centre. 





September 2003 USA ClaimsBPO WNS Not available To enter the US healthcare market. 











October 2003 Detroit, USA CorPay Solutions Datamatics $9 million Set up US front-end and ramp 
up finance and accounting offering. 








November 2003 philadelphia, USA Upstream Godrej $6 million To enter the $800-million travel 
services market in the United States. 








November 2003 texas, USA Aegis Communication Corp. Essar (with Deutsche Bank) $28 million 
Access to blue-chip telecom and financial services firms. 5,000 seats and 11 centres in the US. 








December 2003 san Francisco, USA Simpata Indecomm Not available Establish US delivery centre. 


— — — — — 





September 2004 illinois, USA Pipal Research ICICI OneSource (51 per cent stake) $1.25 million- 
1.5 million Enter the high-margin research and analytics market. 











September 2004 New Jersey, USA Source One Communication Hinduja TMT $8.5 million Centres 
in New Jersey, Toronto, Manila; multi-lingual capabilities in French and Spanish. 





September 2004 illinois, USA Cambridge Integrated Services Scandent $110 million Enter the 
insurance claims processing segment, expand presence to Australia and the United States. 





October 2003 New York, USA Accounts Solutions Group (ASG) ICICI OneSource $40 million-45 mil 
‘ion 500-people US delivery centre to enter the high-margin, late-stage collections market. 





— — — — — — — — —— — 


November 2004 London, UK Devonshire Group OfficeTiger Not available Expand capabilities to 
consulting and staffing services. 





. Source: Nasscom and media reports 
Different Strokes, Different Folks second generation of third-party generic BPO companies, 


There are two broad categories of Indian players who are | which emerged sometime around early 2001. Like its peers, 
pushing through plans to offer a blended onshore-nearshore- | ICICI OneSource is at a critical stage in its evolution. Though it 
offshore offering. In the first category are generic players, pur- | has used a combination of organic and inorganic methods to 
suing acquisitions to enter new markets and expand their do- | reach critical mass, it still lags way behind the first generation 
main capabilities. In the second category are companies | players like Wipro Spectramind, Daksh eServices and EXL Ser- 
typically known as niche players — most of these were started | vices, who have used a consistent policy of organic growth to 
by US-based entrepreneurs of Indian origin, are usually head- | achieve scale. 
quartered in the US, and have set up their back-end opera- ICICI OneSources first priority was to quickly reach critical 
tions in India. These companies are typically funded by ven- | mass. Having done that, it has bet on a series of acquisitions 
ture capital money originating in the Silicon Valley and have | overseas to build global scale. “From our perspective, what we 
technology as the backbone of their operations. need is to be ofa certain scale to play in the big market. Today, 
Consider the case of ICICI OneSource. It belongs to the | nobodyreally has the scale to compete with the global players. 
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So acquisitions form an im- 
portant part of the strategy 
to grow scale," says Muk- 
erji. ICICI OneSource now 
has a headcount of 4,800 
and a portfolio of 24 cus- 
tomers. Is that enough? Not 
quite. To make matters 
more difficult, the com- 
pany will soon have to con- 
tend with increasing com- 
petition from Indian IT 
majors — Infosys, Satyam, 
TCS and HCL— who are fi- 
nally getting aggressive 
with their BPO plans. 

So what does Mukerji have up his sleeve? He has just hired 
an M&A specialist, Rajesh Subramaniam, to prospect and 
evaluate opportunities. According to Mukerji, the company’s 
acquisitions have been focused on enabling it to move up the 
value chain in financial services, telecom and utilities. “The 


SANJIT KUNDU 


opportunity that we have within these areas is very large. If 


you look at the acquisitions we've done so far, it’s been largely 
around these verticals,” he says. So the company now has ca- 
pabilities in four generic areas — customer acquisition (Cus- 
tomerAsset), customer fulfilment, customer service 
(FirstRing) and collections (ASG). “And we've added research 
and analytics (Pipal) as an overlay because every piece of what 
we do can use research,” explains Mukerji. The idea is to cross- 
sell a large bouquet of services to the same customer. 

Not every generic player can afford to stay focused on just 
a few verticals. Take WNS. The former British Airways sub- 
sidiary started out with historical capabilities in the airline 
and travel space. In 2002, WNS acquired the Ipswich-based 
Town and Country Assistance to gain a foothold in the auto in- 
surance claims management segment — and gradually re- 
duced its dependence on the travel and airline segment. 
“Prior to the Town & Country acquisition, the travel and airline 
business accounted for 97 per cent of our revenues. Now it is 
about 30-35 per cent,” says Bhargava. 

Having acquired a set of reference customers, WNS took 
the next big step: offer a delivery centre service in the UK. 


"Having a UK presence also gave customers who wanted to | 


approach India through a UK company an opportunity to do 


so," says executive chairman David Tibble. Since then, WNS | 


has moved 50 per cent of Town and Country's business — now 
WNS Assistance — to India. Tibble sees 70-75 per cent of the 
business being serviced out of India over time. 

Last year, when WNS was looking to enter the US, it relied 
on yet another acquisition. This time, it bought the US-based 
ClaimsBPO, which facilitated its entry into the US healthcare 
market. "Healthcare accounts for 20 per cent of the US econ- 
omy, " says Bhargava. In the future, he feels his company will 
evolve into a large diversified generic player. In other words, 
WNS will cover the entire gamut of services in a certain verti- 
cal. But to keep his growth rates from flagging, Bhargava says 
he plans to add one to two new verticals every year, by relying 
on an aggressive acquisition strategy which will be supported 
by strong organic growth. 





for a global delivery presence in BPO. 


\di Godrej, chairman, Godrej Industries 


Late Entrants 


Ramesh Vangal, founder & CEO, Scandent Grouj 
BPO is a new focus area for industrial 
groups like Godrej and Essar. Overseas 
acquisitions enable easy access to cus- 


tomers and capabilities. Singapore- 


based Scandent views India as the hub 


Perhaps taking their cue from the early movers, others 
have also started moving towards acquisitions overseas to 
keep the growth momentum going. Bangalore-based 24/7 
Customer has, in the past, articulated clear intentions to go af- 
ter more than one acquisition in the US. Flush with the 
$22-million funding from Silicon Valley private equity investor 
Sequoia Capital, the company is looking to acquire mid-sized 
BPO companies which will enable it to deepen its domain ex- 
pertise within its three related verticals — banking, finance 
and insurance, It currently runs a 4,000-strong operation in 
Bangalore and plans to ramp up to 7,000 people by the end of 
the fiscal. Much of this expansion will come inorganically. PV. 
Kannan, founder and CEO, was not available for comment. 

Delhi-based vCustomer is also looking at setting up deliv- 
ery capabilities in the US and in Asia. Founder and CEO Sanjay 
Kumar says: “Another 1,000 seats in India is not of much value 
to customers. All our customers want to offshore and have on- 
shore needs as well.” The company already has 6,000 people in 
India. He also hopes to enter one or two new verticals through 
acquisitions, to add to the company’s existing offerings — tech 
support and retail. “I can offer a blended US-India solution 
and deepen my relationship with clients, and customers are 
now willing to pay a US premium.” 

Of late, Kumar has been making frequent trips to the 
Philippines to evaluate acquisition prospects. His intent is not 
to acquire domain skills, but to buy out firms that will provide 
the same skillsets available in India — at almost comparable 
costs. “The Indian market has a huge talent deficit right now, 
and that is making costs go up. Out of every 50 agents that we 
hire, 20 are qualified but expensive, because they are poached 
from competition. The balance 30 are just not up to the mark, 
but have to be recruited because we need scale,” says Kumar. 
According to Nasscom, there is only a 4 per cent difference in 
personnel cost between the Philippines and India. 

Expanding verticals and moving up the value chain is only 
one step towards the end game. Equally important is to move 
towards higher net margins. To do that, companies like ICICI 
OneSource and WNS have already started tweaking the pric- 
ing structure from the current full-time-employee (FTE) 
model to a per transaction model. The trick is to first get into 
high-end, non-voice processes. Forty per cent of ICICI One- 
Sources total business is already on the non-FTE model. This 
also means that the percentage of transaction processing ser- 
vices as a component of the overall service offering will in- 
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______ BUSINESS PROCESS OUTSOURCING 


crease. “We would like the voice and data mix to change. It im- 


proves my asset utilisation and that has an impact on mar- | 


gins,” says Mukerji. In fact, most of the second generation 
generic and niche players have maintained a strong focus on 
high-value, transaction-based services. WNS has always kept 
voice services under 20 per cent of its overall services. 

The niche plays have also been busy doing acquisition 
deals, but their emphasis has been on technology-led compa- 
nies. Take, for instance, Indecomm Global Services which 
started operations with $5 million in private equity funding 
from Goldman Sachs-backed WestBridge Capital Partners. In 
December 2003, Indecomm acquired a technology company 
called Simpata in San Francisco. CEO Ponnapa says the ac- 
quisition gives the company access to a technology platform 
which will enable it to offer higher-end services in the health- 
care and benefits administration segment. “It also gives us a 
credible entry point into Fortune 100 companies,” says Pon- 
napa. He claims Indecomm has crossed the $50-million mark, 
thanks to its foothold in the US. 

But things haven't gone as smoothly for the ChrysCapital- 
funded Ephinay, which focuses on the finance and account- 
ing space. In July 2003, the company acquired the Phoenix- 
based Core3 to move up the value chain into consulting and to 
gain a US delivery centre. Its founder and former head of India 
operations, Anshuman (Andy) Kankan, says that the early 
mover advantage that the company had in the F&A segment 
was lost due to bad decisions on the front-end on how to go to 
market. “Players like Progeon and EXL got into the F&A space 
much later, but have had quick success with customers be- 
cause of greater sales reach,” he says. The company has not 
added any fresh customers to the four or five it already has. 
Kankan says acquisitions are a must for Ephinay if it wants to 
scale up and compete. He recently joined a captive outfit in 


The global hotspots for 
M&A activity 
North America & Canada 


€ Mature pool of small- and mid-sized BPOs, 
mostly profitable but lack resources to go offshore. 











€ Deep front-end skills and access to customers. - 
United Kingdom 
@ Strong skill base in high-end, transaction- 


based services but companies are unable to grow 
due to limited pool of workers. 


Asia-Pacific 

e Australia - Local BPO industry enjoys high 
customer comfort with the US market. 

e The Philippines -Has high-end skills like 
claims processing, banking transactions. Culturally . 
close to the US market. 
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Gurgaon, but remains a small shareholder in the company. 

There is another breed of third-generation BPO firms that 
have jumped into the M&A race. Consider the Singapore- 
based Scandent Group, which was promoted by former Pep- 
sico India head Ramesh Vangal and former McKinsey CEO Ra- 
jat Gupta. In September this year, Scandent acquired the 
Illinois-based Cambridge Integrated Services for $110 million 
— the largest cross-border deal by a BPO company of Indian 
origin. Cambridge will be merged with PeopleMind, Scan- 
dent's BPO subsidiary based in Bangalore. "India will be the 
hub of Scandent Group's BPO operation, and post merger, à 
disproportionate number of jobs will be concentrated in In- 
dia," says Satyen Patel, vice-president, Scandent. 

Late last year, three Indian groups — Godrej, Essar and 
Hinduja TMT — made their entry into the BPO space. Again, 
their chosen route was overseas acquisitions. As things stand, 
there aren't too many good BPO firms available at the right val- 
uation in India. An overseas acquisition, on the other hand, of- 
fers immediate access to customers. Essar bought an 80 per 
cent stake in the US-based Aegis Communication Corp., 
along with Deutsche Bank, last year. The acquisition gave it a 
5,000-strong workforce and 11 delivery centres in the that 
country. Over time, they plan to gradually shift work to India to 
their back-end operation in Mumbai. 


The Endgame 
Players like ICICI OneSource and WNS clearly see themselves 
evolving into large-scale generic plays with global delivery 
and front-end operations in all the three major markets — the 
US, Europe and Asia-Pacific. "India will continue to be a BPO 
proposition, but it will be global companies in India which will 
be running Indian BPO companies," says Mukerji. As he sees 
it, Indian BPO firms have no option but to globalise theiroper- 
ations. "Our roots will be in India. A major part of our opera- 
tions will continue to be in India. But we will have big teams in 
other parts of the world, doing client servicing, business de- 
velopment and delivery," he says. 

For niche players, however, the end game is still not clear. 
Much will depend on whether these firms are able to raise the 
money to pursue acquisitions and build their global delivery 
platforms. The niche segment would see a natural consolida- 
tion where many of these companies would probably find 
synergies with a large BPO or IT services company and be- 
come attractive acquisition targets, says K.P. Balaraj, MD, 
WestBridge Capital. "From an investor's point of view, the 
most likely exit option would be to sell its stake to a larger IT 
services or BPO player," he adds. WestBridge has investments 
in a number of niche plays, including Indecomm. 

For third-generation BPOs like Godrej, the aggression and 
drive with which they snag and quickly integrate overseas tar- 
gets with a back-end in India will make the crucial difference. 
Those that can do it may hope to make up for the lost time. 

Indian BPO firms may have lost a bit of the early advantage 
to global BPO firms. But a dogged M&A drive could well give 
them a fighting chance to stay in the race for a healthy share of 
the global outsourcing pie. 
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The author is a director | 
of PSi's strategic 
consulting and private 
equity activities. He can 

i be contacted at | 
psi@psi-world.com. 


lucrative idea 


T MAY surprise you to think of venture 
capital as a game. But in fact, game the- 





ments. The venture capital game dis- 


_ plays all these features. It is about identifying 





opportunities before your competitors do, un- 


| derstanding value, negotiating the best terms 
| and managing perceptions. 


The main players in the venture capital 


game are the fund managers and entrepre- | 


. neurs, though there are numerous other play- 
| ers, including industry associations, invest- 


ment banks, accountants and university labs. 


_ There are rules such as the fund management 





It is useful - 
to think 
of venture 
capital as 
a game, 
but it is 
also 
important 
to | 
recognise 
that its 
boundaries | 
are 
undefined | 





. agreement. Even the players are bound by rules 
. such as shareholder and confidentiality agree- 
| ments. There are numerous possible out- 


comes, ranging from success to failure. For ex- 
ample, the portfolio company could end up 
going public, being sold to a strategic buyer, or 
liquidated. In the end, the amount of money 
each player earns depends on how the rules are 


| setup and the performance of the company. 


The successful venture capitalist must reco- 


. gnise value before other VCs do. He knows that 
. agood idea, backed by capital, can be a power- 


ful combination. Indeed, such an idea plus a lit- 


ory applies to any system where there are | 
players, rules, outcomes, and end pay- | 








tle capital can create enormous value. But how | 


| should the venture capital firm and the entre- 


preneur split the proceeds? The VC has to lay 
down some rules to get the best terms possible 
before the entrepreneur finds another venture 
capitalist to back him. VCs, therefore, try to get 
an exclusive deal, and tend to avoid transac- 


| tionssourced via an auction process. Some VCs 


also try to differentiate themselves by region, 
sector and stage in order to specialise on op- 
portunities that no other VC can appreciate. 

To illustrate why exclusivity is important, 
consider Adam Smith's famous paradox of dia- 
monds and water. Nothing is more useful than 
water, but it's cheap. Diamonds, on the other 
hand, are much less useful than water, but are 
expensive. It's not just the fact that diamonds 





are scarce, but the fact that there is a cartel con- 
trolling supply. If there were a cartel controlling 
all the water in the world, water too would be 
expensive. Getting an exclusive deal with an 
entrepreneur is a way to control his access to 
capital, at least for a short period of time. 

Managing perceptions is also central to suc- 
cess in venture capital. For example, it's impor- 
tant to control perceptions of success and fail- 
ure. One tactic that some venture capitalists 
use is that of following the herd — the famous 
example being the dotcom bubble. While the 
venture capital community, as a whole, looked 
bad, no particular venture capitalist was sin- 
gled out for special criticism — if everyone was 
wrong, then no single person was wrong. Many 
of the biggest VC investors in the dotcom bub- 
ble are still in business today because even 
though they did badly, they did no worse than 
the industry as a whole. 

Indeed, failure and success can be seen as 
two sides of the same coin. Failure provides 
valuable real-life lessons that can build the 
foundations for future success. One venture 
capitalist in India told me an interesting story 
about an MBA who applied for a job. He was 
approved by everyone at the firm, but was fi- 
nally turned down by the chairman who ob- 
served that he had never failed at anything: "Let 
him fail at something, and then we can hire 
him." In other words, don't be ashamed of fail- 
ures — they are your battle scars. 

While it is useful to think of venture capital 
as a game, it is important to recognise that 
boundaries are undefined, and that the game 
in one region is linked to games in others. This 
explains why so many of the successful VC 


. firms have offices in multiple regions. Knowing 





|. that they have flexibility in deploying capital 


outside a region gives venture capitalists more 
bargaining power when negotiating with entre- 
preneurs in a specific region. The firms that fo- 
cus on being the best in a particular region, sec- 


| tor or stage may ultimately lose out to those 


| with a wider perspective. 
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May the grass always 
grow greener on your side. 


Smart way to bank 





OPAL Sarma, managing di- 
rector of Feedback Strategic, 





are Mumbai and Hyderabad, but his 
work takes him all over India and over- 
seas. He has frequent flier miles to take 
him to the moon and back (a slight ex- 
aggeration, but he’s getting there). When 
Sarma learnt of Air Sahara's new plans to 
set up a hub in Hyderabad, he was one 
person who was genuinely happy. “This 


is any airlines dream passen- | 
ger. He catches, on an aver- | 
age, three Jet Airways flights a | 
week. His favourite haunts | 


is great since it will cut travel time. It will | 


really benefit international travellers 
coming into India who can land in Hy- 
derabad and move to smaller cities in 
India," says Sarma. 

To understand what's pleasing 
Sarma so much, we need to see how 
'Hub Hyderabad' will work (see 'Hub Of 
Activity’ ). The airline has selected cer- 
tain northern and western cities, which 
it will connect to certain southern and 
eastern cities through Hyderabad. The 
idea is that flights will depart the north- 
ern cities by a certain time and arrive at 
Hyderabad during a time frame of 
around half an hour, such as between 
12:00-12:30 in the afternoon. Passen- 
gers from each flight that wish to fly to a 
common destination in the south will 
be consolidated and put on one air- 
plane. The flights to various southern 
destinations will also depart around the 
same time. The result: no endless wait- 
ing at airports for the flight to depart to 
your next destination. 

Its best explained with an example. 
Say, for instance, you need to travel from 
Jaipur to Chennai. On Indian Airlines, 
one can go via Delhi or Mumbai. The 
flight from Jaipur to Delhi leaves at 12:45 


and arrives in Delhi at 1:25. If you arrive 
in time at 1:25, the next flight to Chennai 
is at 4:45, which arrives in Chennai at 


7:15. In other words, the passenger will | 


spend six and a half hours via this route, 
and this will also be the more expensive 
way to get there. "All airlines in India 
are focused on point-to-point traffic. 
No one is looking at good connections, 
and very little planning has so far gone 
into time schedules," says an aviation 
ministry source. 

This is very obvious if one takes the 
example of the flight from Jaipur to 
Chennai via Mumbai. The Jaipur flight 
for Mumbai leaves at 7:35 a.m. and 
arrives at 9:10 a.m. The next flight you 
can catch to Chennai leaves Mumbai at 
6 p.m. and arrives in Chennai at 7:45, a 
total of about 12 hours. There is a Mum- 
bai-Chennai flight at 9:20 a.m., but 
chances of catching it are quite low if 
your plane arrives at 9:10 from Jaipur. If 
the flight left at, say, 9:45 or 10:00, the 
passenger could save hours. 

Air Sahara's new hub operations — 
due to start from February 2005 — will 
allow you to fly from Jaipur to Chennai 
via Hyderabad in about 4 and a half 
hours, cutting travel time dramatically. 
"What we're saying is depart a northern 
city by 10' o clock and arrive at a south- 
ern city by 3 p.m.,” explains Air Sahara 
president Ronojoy Dutta (see 'Reduced 
Flight Times If Hub Is Successful"). 

Aviation industry sources agree it's a 
novel idea. "If one studies [flight] traffic 
patterns and divides the country into 
two zones, one finds that growth across 


the two zones (North and South) has | 


been higher than growth within zones. 
If Sahara can maintain its schedule 
of flights, this makes excellent sense 
for passengers." 
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Air Sahara plans 
to set up its hub 
of operations at 
the Hyderabad 


airport, a move 


which could cut 
air travel time 
significantly. But 
can the airport 
really handle it? 
By Anjuli Bhargava 


If it makes sense for passengers, it 
makes even more sense for Air Sahara. 
Officials at Air Sahara point out that fly- 
ing point-to-point is uneconomical for 
serving smaller cities. "We end up with a 
load factor of 40 per cent on a B 737-300. 
Flying is uneconomic and schedule is 
inconvenient," explains Dutta. 

Now, the same situation with an air- 
port hub can make a load factor of 
around 76 per cent on a B 737-300. "The 
operations become economical and the 
flight schedule will be more conve- 
nient," adds Dutta. The domestic hub 
will also operate as an international hub 
once permissions are in place. 

He argues that no airline can make 
money flying directly from Amritsar, 
Nagpur and Raipur to, say, Singapore. 
International flights must originate in 
larger cities. Sarma cites the popular US 
hub, Chicago. Flying within the US and 


into the US through Chicago — United 
Airlines’ and American Airlines’ hub — 
is much easier than most other cities. 
Once the carrier decided to set up 
a hub, it shopped for cities. Strategic- 


ally placed, Hyderabad made sense for | 


more reasons than one. Geography is 
its most serious advantage. For in- 
stance, London has five times the local 
traffic of Frankfurt, but the latter is bet- 
ter placed geographically. Hyderabad 


has a good amount of local tra- | 


ffic (low local traffic cannot support a 





hub) and a higher annual growth rate | 


of traffic at 6 per cent (other than 


Bangalore, which tops growth rates at 


19 per cent) than most cities. It can act 
as a gateway to most southern cities 
from the North, but can also connect 
East-West traffic reasonably well. "Also, 
we can expand into an area where we, 
Sahara, don't have much of a presence 
[it is stronger in cities like Delhi and 
Lucknow] without taking our competi- 
tors head-on,” explains Dutta. The air- 
line hopes to operate 126 flights per 
week from Hyderabad, once it all falls 
into place. 

Life for the carrier will be made eas- 
ier by the Andhra Pradesh (AP) govern- 
ment, which has promised lower sales 
tax on ATF; the loss of revenue due to 
lower rates will be offset by an increased 
number of flights. Hyderabad has also 
offered more bays at the existing air- 
ports and vastly improved infrastruc- 
ture facilities at the upcoming new air- 
port at Shamshabad. It will be cheaper 
for all airlines to refuel in Hyderabad as a 
result of the lowered rates. 

In return for the favours, Hyderabad 
and the AP government have plenty to 
gain. Non-stop access from most cities 
in the country (and abroad, after per- 
mission is granted by the aviation min- 
istry) should make it a more attractive 
destination for industries to locate. 
"Businesses worldwide are always look- 
ing for the best location to be in. Non- 
stop air access will be an advantage," 
says an AP government official. He says 
that Hyderabad will be the best destina- 
tion for companies with offices all over 
India to have a convention, conference 
or training. Not only will Sahara offer 
non-stop access, Indian Airlines is also 
in discussion to bring more flights into 
the state from the current 78 to around 
104 a week. Dutta points out that bene- 


fits to hubs like Frankfurt and Chicago 
have run into billions of dollars in terms 
oftrickle down effects (see interview). "It 


| is after Frankfurt became a hub for 


Lufthansa that it became as big 
a financial centre in Europe as it is to- 
day," he adds. 

So, what can go wrong with what 
sounds like a frequent fliers dream 
come true? It could be all in the timing. 
Several Sahara flights seem to fail to ar- 
rive from the previous destination on 
time. Frequent Sahara fliers complain of 
flights being late very often, with the 
official line being that the airplane had 
technical problems or arrived late from 
where it was coming in from. Says 


| Prasanto K. Roy, president, Cybermedia: 


“I have never caught a Sahara flight 


that's on time." He cites the example of 
the 6:30 a.m. Sahara flight to Kolkata on 
which his sister was travelling on 8 No- 
vember, which was late by half an hour 
eventually. "Till 15 minutes before we 
reached the airport, the staff was saying 
it's on time, and suddenly after check in, 
we learnt the flight is half an hour 
late," says Roy. He points out that it's un- 
likely that the aircraft was arriving from 
somewhere else at 6:30 in the morning. 
Yet it was late. 

In the last ten days, Roy has taken 
four Sahara flights; all four were late and 
in every case the cause was attributed to 
the same thing: late arrival of flight from 
the previous destination. Cybermedia 


has a corporate deal with Sahara, but _ 


virtually no one wants to fly on it. 


HUB OF ACTIVITY 





airline's hub. The 
idea of the hub is to 
consolidate traffic 
and reduce travel 
time. If successful, 
flight time between 
cities like Lucknow 
and Bangalore 
could be cut in half. 


Total elapsed time (hours) 

Traffic Flow Air Sahara Jet Airways Indian Airlines 
Bangalore-Hyderabad-Lucknow 4.08 9.08 8.17 
Kolkata-Hyd-Jaipur 7.50 12.75 11.58 
Cochin-Hyd-Ahmedabad 4.83 6.17 7.50 
Cochin-Hyd-Kolkata 4.25 7.42 9.58 
Jaipur-Hyd-Chennai 4.58 9.25 12.17 
Pune-Hyd-Jaipur 3.25 8.25 6.92 
96 reduction in elapsed time -- 46% 49% 
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NEERAJ TIWARI 


depth : 


Ona flight to Hyderabad, Air 
Sahara chief Ronojoy Dutta spoke 
to BW'sAnjuli Bhargava about 
Sahara's new “highway in the sky". 


Bi Let's start with why you're ferrying | 


us all to Hyderabad... 

BB We are setting up the first organ- 
ised hub in India. Let me explain this. 
The idea is to collect and consolidate 
traffic. Most international airlines 
operate like this, and not point-to- 
point. For instance, for British Air- 
ways, Heathrow is a hub. Say there 
are five passengers wanting to go 
from Birmingham to Geneva, five 
from London to Geneva, five from 
Ireland to Geneva, five from Edin- 





Delhi, Mumbai, Ahmedabad. We will 


. have flights landing in a band of 





burgh to Geneva. The airline will | 


gather them all at Heathrow around 
the same time and then depart one 
flight to Geneva carrying all these 
passengers. The advantage of this is 
that you can fill the airplane and 
maybe even fly a bigger airplane. 
Why can't Air-India compete with 
Lufthansa? One of the reasons is the 
lack of a hub. 

The concept of a hub has not 
been developed in India. There are a 





lot of secondary cities in India that | 


are not connected or are very poorly | 


connected, With a hub in Hyderabad, 
we can offer good connections to 
these cities. This becomes critical 
when you keep in mind the fact that 
satellite towns in India are growing 
faster than metros. 

So take all the northern cities like 
Jaipur, Kolkata, Patna, Lucknow, 





around 12 noon-12:30 p.m., and de- 


parting for southern cities like Goa, 


Pune, Cochin, Coimbatore, Banga- 
lore, Chennai later in the day and 
vice- versa. The travel time will be cut 
down dramatically as a result. 


li What’ your total investment here? 
lil $20 million in terms of money. But 
we will be withdrawing flights from 
certain cities and may end up giving 
up certain existing markets. We are 
leasing three planes by next May (two 
B 737-700s and one B 737-300). We 
will be hiring close to 500 people in 
Hyderabad alone. 

I cannot over- 
emphasise the 
advantages to An- 
dhra Pradesh. It 
has been estima- 
ted that the eco- 
nomic benefits to 
hubs like Frank- 
furt or even Chi- 
cago have been 
close to $5 billion, 
in terms of multi- 
plier and trickle 
down effects. Our 
conservative esti- 
mate shows that 
Hyderabad will 
gain at least Rs 1,000 crore as a result 
ofthe hub operations. 


DINESH KRISHNAN 


E Whatare you getting in return from 
the state? 

li Lower ATF prices, so refuelling in 
the city will make sense. The Andhra 
Pradesh government is lowering the 
sales tax on ATF based on the volume 
of traffic. In our case, the sales tax on 
ATF will be as low as 5.5 per cent 
against 30.5 per cent, which is cur- 
rently being charged. 


BE Will you operate international 
flights from Hyderabad too ? 

E As we get permissions, yes. We ve 
been told that we will get permission 
to fly first to Asean countries, later 
this year. Then, London and maybe 
the US by next year. The Gulf will be 
much later, ministry officials tell us. li 
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Industry sources agree that con- 
verting business travellers from Jet to 
Sahara will not be easy. “Unlike one ofits 
main competitors, Jet, Sahara is often 
not on time. That's why Jet has a bigger 
business class and most business trav- 
ellers prefer it to any other airline," says 
one source. 

Late flights may be manageable 
when flying point-to-point, but it could 
be chaotic when all flights converge at 
Hyderabad airport to interconnect. 
"Imagine one or two of the flights com- 
ing in between 12:00-12.30 are late. 
There will be utter mayhem, as almost 
20 flights are to land within minutes of 
each other," says an aviation industry 
analyst. "Managing and sticking to 
schedule will be critical if the hub has to 
operate smoothly," says an aviation in- 
dustry source. Else, passengers and 
other airlines will be inconvenienced, 
especially since the existing airport is 
certainly not equipped to handle a lot of 
flights arriving at roughly the same time. 

Infrastructure at Hyderabad' exist- 
ing airport is certainly an issue. Sahara 
has sought additional time slots and 
parking bays (10, including the three 
aerobridges during the time band when 
its flights arrive and depart). Two new 
bays are to be constructed at the old air- 
port for Sahara. The airline plans to 
build new hangars at the airport, and is 
looking at setting up a training facility 
for pilots and crew with simulators in 
the city. It has an existing aviation acad- 
emy which may be shifted to Hyder- 
abad. Infrastructure facilities will be 
much easier once the new airport at 
Shamshabad comes up by 2007 or so, 
but the real test will be operating be- 
tween February 2005 and 2007. 

So, can Sahara hope to convert 
Sarma into a frequent flier? Sarma’s con- 
ditions are simple: "If it's on time and 
can offer as good a service." He points 
out that he's more than happy with Jet's 
service. He has a platinum card on Jet's 
frequent flier programme, he checks in 
from wherever he likes and gets what- 
ever seat he wants. The airline has never 
failed to inform him on the rare occa- 
sion when it's late, and he's virtually on a 
first-name basis with Jet staffers. 

With India's first highway in the sky, 
Sahara hopes to convert more people 
like Sarma. However, traffic jams could 
lead to a messy landing. » 
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S you make your way through the crowded by-lanes 
of Worli in Mumbai, you can't help but notice the 
myriad mix of slums, tiny flower shops, barber shops 
and vada pav stalls. In the middle of all this, stands 
Mahindra Towers, the corporate headquarters of the 
Mahindra Group. 

Over the past few months, one of the wings on the fifth 
floor at Mahindra Towers has been converted into an inde- 
pendent office. This is where one of the world's leading busi- 
ness schools, Harvard Business School, has chosen to quietly 
open its India research centre. Richard Vietor, senior associate 
dean and director of Asia-Pacific, says he is very pleased with 
the latest city where Harvard has chosen to hang its shingles. 
“Mumbai is the New York of India, while Bangalore is a bit like 
San Francisco. Mumbai really is the centre of business here," 
he quips. Vietor has every reason to be happy. It has taken him 
one whole year of hard work, and now Harvard's India centre 
is ready to get off the ground. 

Vietor, an expert on economic issues, recalls the time 
when he had to write a case on the Indian economy about 
three years back. He had to interview the Prime Minister and 
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several Cabinet ministers. Cutting through the red tape of In- 
dian bureaucracy to get the relevant information was obvi- 
ously not easy. “I had to leverage the contacts of alumni and 
some industry people I knew to make things easier for me. It 
would have helped if our India centre was already up and run- 
ning back then,” he says. 

Interestingly, Harvard is not the only school betting big on 
research in India. The Ann Arbor-based University of Michi- 
gan Business School (now renamed as Ross School of Busi- 
ness) has already made its foray into India. In June this year, 
Ross set up the Center for Global Resource Leverage in Banga- 
lore. This centre is the brainchild of none other than manage- 
ment guru and professor, C.K. Prahalad. 

So far, both these developments have passed below the 
radar. But make no mistake; this is yet another clear sign that 
India is fast emerging as an important destination for global 
business schools. Faculty of Indian origin have already made 
their mark in the US. Increasingly, business schools there had 
also begun to attract a large number of students from India. 
Yet, research on India had tended to lag behind. “Most of our 
research on India was done by our Indian faculty because they 
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come back to visit their families, or are on boards and are con- 
sulting to companies here. That's great, but it’s not what we 
would like,” says Vietor. 

With a physical presence, that's now all set to change. But 
what is it about India that is drawing schools here? “Global 
businesses are getting more interested in India. We must ex- 
amine this trend," says Vietor. IT and outsourcing have made 
India hot property. Both Ross and Harvard have identified 
themes for India, mainly in the areas of information technol- 
ogy, outsourcing, pharmaceuticals and financial services. 

Through its Bangalore centre, Ross is looking at the issues 
surrounding outsourcing. It will examine, in particular, busi- 
ness relationships that arise out of outsourcing and the inter- 
face between global firms and Indian firms. Prahalad says the 
entry of multinationals has forced many Indian companies to 
change and position themselves differently. He says: "We will 
try to understand the nature of the opportunity and the trans- 
formation." He prefers to call this the study of ‘next practices’, 
and not best practices. A lot of Indian companies set the 
agenda for next practices, says M.S. Krishnan, the co-director 
ofthe centre and professor at Ross School of Business. He cites 
Wipro and TCS who have helped create software next prac- 
tices. "India is not just a source of low-cost advantage; it is a 
place for managers to do innovation in quality, products and 
management practices," he says. The Ross centre also plans to 
look at how global companies would tap the markets in rural 
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_ Richard Vietor spearheads Harvard's research 





India (exploring opportunities at the bottom of the pyramid, | 


Two world-class business 
schools are setting up 
research centres in India. 


Indian B-schools would do 


well to observe them. 
By Neelima Mahajan 





as Prahalad would like to term it). 

As the Indian economy opens up, the range of unique 
research possibilities are clearly widening. “It would be inter- 
esting to know how the Tata's Rs 1-lakh car is shaping up. Or 
even how anyone can have a hotel like IndiOne where you 
offer so much for less than Rs 1,000. These are things you see 
only in India,” says Prahalad. He has already done substantial 
research on themes like ITC's e-Choupal initiative, the Jaipur 
Foot, etc. Meanwhile, Harvard has already identified the first 
case it will look at: the making of Mahindras Scorpio. 

While this would be Ross's first offshore research centre, 
the one in Mumbai would be Harvard's sixth. For the last 12 


endeavour in the Asia-Pacific. HBS's publishing 
division contributes 32 per cent to its revenues 


And being able to cope with diverse cultures and situations 
has become a prerequisite. This is where this research will 
come in handy. Besides, with an ever-increasing contingent of 
foreign students, these schools have no option but to localise 
content to suit the context of foreign students as well. And 
what better way than to have country-specific cases. 

Yet, setting up an offshore research centre is far from easy. 
Strangely enough, the biggest problem is that of convincing 
faculty about the idea. “A lot of people just aren't interested in 
the rest of the world,” admits Vietor. Being in the US, the facul- 
ty doesn' really have the incentive to leave the country. "The 
US economy is so large that it's hard for us to globalise our fac- 
ulty. We are a $11-trillion economy — one-third of the world. 
So if you are a young professor, you can spend your entire life 
doing work in the US," he says, jokingly adding, "Part of what 
we do to globalise is literally push people out of the door!" Pra- 
halad says: "We convinced people that India is emerging as a 
good laboratory for America." Yet, it was after he brought his 
dean Robert Dolan to India for a 10-day visit last year, that the 


| latter was convinced about the need for the centre. 





years, such centres have been an integral part of Harvard's | 


globalisation initiative. The India centre will probably be the 
last one. These centres help expose researchers to the local 
context, so that they understand real-life issues better. Also, 
with globalisation, companies expect managers to be in 
charge of processes and functions not confined to one region. 





Funding is another big issue. Ross's centre has been fully 


| funded by the school itself. In Harvard's case, alumni and 


friends privately fund these centres. However, the school pays 
for the expenses of the researchers and faculty who travel to 
the centre, The money for the office itself, local expenses and 
salaries are raised locally. Even if the local expenses are taken 
care of, raising the rest is no mean task. Harvard, for instance, 
spent nearly $2,286,000 on its global research centres in 2002. 
Yet, offshore centres offer the best way to scale up research 
output from a particular geography rapidly — and become 
critical inputs for truly global programmes. For instance, in 
the last three to four years, Harvard has produced about 15 
cases on India, but that is no big deal given that this was out of 
a total of 1,800. "This is really nothing," says Vietor about the 
quantitative aspect. "Five years from now, | would like to see 
140 Indian case studies, 16 major research projects, articles, 
books, conferences in India, etc." The quality of research will 
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be the responsibility of the peo- 
ple who work on it, and not the 
centre director. 

This makes sound business 
sense too. Harvard's cases are 
the most sought after the world 
over. The B-school's publishing 
division sells over 5 billion- 
6 billion cases each year. In fact, 
the publishing division is the 
single largest contributor to the 
school's revenues, contributing 
about 32 per cent while execu- 
tive education and MBA tuition 
and fees contribute 23 per cent 
and 21 per cent respectively. 
Each case sells for approxi- 
mately $6 (for companies) and 
$3 (for business schools). 

Of course, much of the suc- 
cess of the centre hinges on the 
way the director steers it for- 
ward. Among other things, the 
centre director has to be a per- 


Real innovation in 
Indian industry has 
kick-started only in 
the last 10 years. 
Thus there wasn't 
really much for aca- 
demics to conduct 
research on, notes 


son who is in the thick of things, Ajit Rangnekar, 
well-networked with the local deputy dean, Indian 
business community and who is School of Business 
able to write cases. Finding such (ISB). Further, all 

a person is not easy. Harvard, for world-class journals 
instance, interviewed 50 poten- have been published 
tial candidates for the post of the in the US, and 


India centre head. They have fi- 

nally zeroed in on five, and it 

would take a month or so of final interviews before they de- 
cide on the right person. The process has taken several 
months. Ross had it slightly easier as they took on board G.S. 
Sridhar, a faculty member of Indian Institute of Information 
Technology-Bangalore, where they have opened their centre. 

Typically, research centres tend to follow a common pat- 
tern: they act as 'satellites' for the main campus in the US. 
Their main objective is to open up a country and its industry 
to the school's researchers. The faculty uses the centre as à 
base in the other country and operates out of it for research. 
Also, the directors of the centres facilitate research by identify- 
ing themes, networking with the local industry, setting up in- 
terviews and also co-authoring the research when need be. 

Despite being the first business school to open offshore re- 
search centres, Harvard did not get its strategy right from day 
one. It took them as many as 30 years to truly globalise their re- 
search apparatus. In 1973, they dabbled with an executive 
MBA programme called International Senior Managers Pro- 
gram in Switzerland, which was taught by HBS faculty who 
stayed in Switzerland for a year or two. 

One of the objectives of this programme was to expose fac- 
ulty to the European business environment and get them to 
develop new cases. But this didn't work as expected. For one, 
Harvard faced problems convincing the faculty to relocate for 
two years. Two, quality control was a big issue. Also, since fac- 
ulty came to Switzerland primarily with the objective of teach- 


Can Indian B-schools catch up? 


Sample this: The number of cases 
produced by the Top 10 B-schools in 
India last year was 263 (Source: BW 
Cosmode), whereas Harvard alone 
produces a greater number each 
year — about 300. B-schools came 
up in India over 50 years ago. Yet, 
research has not taken off. They 
have been busy improving the quality 
of management in the country, and 
research never quite got the share 
of mind it deserved, says Rishikesha 
T. Krishnan, chairperson (research & 
publications), IIM Bangalore. 

One reason is the industry itself. 
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Indian researchers have had 
to look to the US to get 

their research ratified. 

All this is now changing. ISB is 

. developing accountability for 
| research by adopting the American 
| tenured system, under which rigor- 
, ous standards are set for research. 
. So much so that faculty doesn't get 
confirmed unless they meet those 
standards. IIM-B is modifying faculty 
work norms to include certain mini- — 
mum standards for research. Other 
B-schools like IIM Ahmedabad have 
sector-specific research centres with 
the involvement of the industry — on 
retail, insurance and healthcare. 
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ing, research never quite got the attention it deserved. “A lot of 
faculty learnt that the Swiss have great wine and good cheese 
and so forth. We did a few cases. But it didn't really internation- 
alise our faculty," says Vietor. Ultimately, this programme was 
withdrawn. It was then that Harvard started to seriously ex- 
amine the feasibility of opening offshore centres, where the 
focus would be purely research. 

To make the faculty accountable for generating research 
output, Harvard insists that they literally spend half their time 
doing research and the other half teaching. But ensuring the 
balance is tricky. The school has about 200 faculty members 
on its rolls. With five research centres already, even if 15 faculty 
members go and conduct research or do various projects at 
each centre, it could easily take away 75 people from the regu- 
lar academic programmes. This is why Harvard has put a cap 
on the number of centres it plans to open. 

For Ross School of Business, the action doesn't stop here. 
Next on the cards is a Center for Experience Co-creation in In- 
dia. Co-creation, or how customers can be involved in devel- 
opment and usage of products — so that they can become co- 
creators of value — is a theme close to Prahalad's heart. Only 
recently, he co-authored a book on the subject along with col- 
league Venkat Ramaswamy. Together, they plan to identify 
Indian firms that are putting the concept into practice. 

Clearly, the race among global business schools to set up 
research outposts in India is just hotting up. * 
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2005-07 education through contemporary research leading to excellence 
in teaching. They bring their extensive knowledge, rich research 
experience, industry exposure and advanced education to the 
classroom. They have published over 300 books, 700 case studies 
and 500 articles. They also edit 15 professional magazines and 
40 research journals. The faculty members at IBS are an ideal 


blend ol theory and praciice. 


IBS has evolved a comprehensive student-centric learning approach 
in its pedagogy, consisting uf several stages: classroom lectures, 
courseware for self-study, case analysis and discussions, soft 
skills training, IT training, seminars, quizzes, group discussions, 
internships, projects, etc. Tha faculty members are engaged in 
a dialogue with students and encourage them to think independently 
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ZIM Premji agreed to an inter- 
view after several months of 
hesitation. He hates to be pro- 
filed, we were told, and meets 
journalists only for stories on 
Wipro. The delay was com- 
pletely unsurprising. Premji's aversion 
to personal publicity is now well known. 
He does not like to be on television ei- 
ther. “It is the way one is made,” Premji 
had said in a recent television interview. 
He rarely appears in public, and rarely 
speaks when he does. How, then, do we 
gauge his make-up? 

I had met Premji for the first time in 
the year 2000, at a press conference to 
announce the annual results of Wipro. 
Premji had recently made his appear- 
ance on the Forbes list of the wealthiest 
people. It was not long after Ashok Soota 
and his friends had left Wipro to found 
MindTree Consulting. There were mur- 
murs that this exodus could have been 
prevented had Premji been more willing 
to share his wealth. Wipro had done well 
that year, but the media was interested 
in his personal wealth as well. Premji 
fielded questions one after the other, the 
colour on his face providing generous 
clues to his state of mind. "Are you 
moved by poverty?" one journalist had 
asked him. "Of course I am," he had 
snapped, completely taken aback by the 
insinuation. He invited everybody for 
tea soon after that. 

Premji had been upset whenever the 
media encroached on his personal terri- 
tory, and yet it happened with regularity. 
The Bangalore Press loves to provoke 
him too. In the conference to announce 
Wipros first quarterly results in July this 
year, Premji had begun his address by 
thanking everyone for coming in spite 
of the bad traffic, and this comment led 





Despite the 
Intensive media 
spotlight, Azim 
Premji has 
remained an 
enigma. P. Hari 
draws a clearer 
picture of 

the man 


to questions about the state of Banga- 
lores roads. Premji spoke his mind, but 
also said: "Please do not use mouth- 
pieces like us to get your point of view 
across." The newspapers did exactly the 
opposite, provoking angry ripostes from 
the Karnataka government. The chief 
minister called Premji and other indus- 
try leaders for a meeting, but the 
wounds from the exchange have still 
not healed completely. 

A few weeks after the July press con- 
ference, Premji had suggested that the 
Karnataka government should increase 
tax on IT professionals rather than on IT 
products. Bangalores programmer 
community reacted angrily, just like the 
government did after the press confer- 
ence, not missing the opportunity to re- 
mind Premji of his own fortune. "This 
shows the selfish side of Mr Azim Pre- 
mji," a programmer wrote to The Eco- 
nomic Times. "What has he contributed 
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to the exchequer himself? He earns 
crores in tax-free dividends and doesn't 
contribute a dime of that." Premji's 


wealth is never far away in any discus- ` 


sion of the man. He carries its weight 
easily, butis the Bangalore public begin- 
ning to groan under the burden? 


| A WAY from the public eye, away 





| 
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m the glare of lights and the gaze 
of lenses, Premji ceases to feel self-con- 
scious and becomes himself. He is rest- 
less and irritable when he is under con- 
stant scrutiny, especially by a large 
audience. He relaxes in front of individ- 
uals or small groups, his face exuding 
health, warmth and energy. Even at the 
age of 59, Premji is one of the most 
handsome CEOs in the country, and his 
charm casts a spell on customers, em- 
ployees or anybody he meets. Says Vivek 
Paul, vice-chairman, Wipro: "He hits the 
ball out of the park within minutes of 
meeting a customer." 

Premji had been an icon in India for 
some time now. His fame began to 
spread overseas after Forbes magazine 
declared him as one of the wealthiest 


, menon the planet. These days Premji is 


also seen in the West as a key figure in 
the outsourcing revolution sweeping 


| the world. “There is a big aura about 
him,” says Paul, “and when Mr Big turns 





out to be such a nice guy, people are 
completely floored." Mr Big & Nice is 
also knowledgeable, ready with facts 
and figures, and willing to make sacri- 
fices for the sake of the customer. 
Premji's simplicity and charm are 
completely natural. But he is also con- 
scious of his effect on people, and some- 
times uses it to the advantage of Wipro. 
He seldom meets customers to make 
deals; his job is to open the doors for his 


vogue 


senior executives. He 
rarely speaks in meetings; 
he is there to listen. “He 
says only what is neces- 
sary, says C.N. Ram, 
head of IT, HDFC Bank. 

The silence that 
haunts and frustrates the 
media seems eloquent to 
Wipros customers, draw- 
ing out ideas, comments 
and criticism from them. 
“He never comes to a 
meeting and starts talk- 
ing about Wipro,” says 
Humza Malik, director 
(IS, National Grid 
Transco, UK. "He tries to 
deeply understand what 
we need." 

Premji listens to 
everybody: to Jack Welch 
and Colin Powell, to the CEOs and CIOs 
of Wipros customers, to his senior man- 
agers, to the young Wipro-Spectramind 
employees seeking his autograph, to the 
salespeople, to the shopkeepers. He lis- 
tens intently to the sound of the printed 
word, to the cadences of facts and fig- 
ures. He reads at least for an hour and a 
half every working day. Every meeting is 
a pretext for reading more; he often 
reads for an hour for a meeting that lasts 
an hour. Before his two-week business 
reviews every quarter, he studies about 
200 pages of documentation. 

For Premji, these meetings are ses- 
sions of intense listening. He is the an- 
tithesis of celebrity leaders like Jack 
Welch, who never asked for business 
data ahead of a meeting. Premji hates to 
walk into a meeting without prepara- 
tion, and expects everyone to emulate 
him. He prepares even for meetings 
with journalists; improvisation is not his 
forte. He asksWipro managers for a con- 
stant stream of information, and col- 
lects them in neat compartments too. 
He never misses a file. “All we have to do 
when we lose something is to ask Premji 
for a copy,” says Sudeep Banerjee, presi- 
dent (enterprise solutions), Wipro. 

Senior managers of Wipro never 
cease to be impressed by his ability to 
constantly absorb and analyse informa- 
tion. An analytical mind needs to feed 
on information continuously. “He relies 
more on analysis and less on intuition,” 
says Suresh Senapathy, chief financial 


officer, Wipro. Logic is the spring that 
nourishes all the other faculties of his 
mind, sometimes even its emotional as- 
pects. His mind tries to translate every- 
thing into numbers that he can touch 
and feel. He does not look too far into 
the future; numbers become hazy with 
distance. 

Premji the charmer, Premji the logi- 
cian. The two are not directly related, 
but they often operate in tandem. He 
pulls his employees back with his 
charm, even as he pushes them with 
sound business logic. An admonition 
for slackness at work may be followed by 
a meeting for a meal, where he would 
say: "I have got this dish specially made 
for you." Wiproites cherish such mo- 
ments where Mr Big makes special ef- 
forts to reach out to them: Premji drop- 
ping them home after a chance meeting 
in the plane, Premji driving his car 
around to find a taxi for them, Premji 
bringing special dishes for them to eat 
during long drives in the US... Evervone 
in Wipro who has worked closely with 
Premji has such a story. The power that 
opens doors for Wipro also pins the em- 
ployees down to the company floors. 

There is logic in his simplicity. He 
was not trying to save money by driving 
an old Ford Escort; he was only setting a 
standard. How can he teach Wiproites 
the virtues of financial discipline if he 
himself is profligate? There is logic in his 
integrity policy as well. He is not merely 
on a high moral ground when he insists 
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ASHOK SOOTA T 
Chairman, MindTree ~ 


Premji met Soota in the early 
1980s. Their first conversation 
went on for two hours. "I told him | 
had work in my office," says Soota. 
Soota was interviewed again in 
Mumbal for a full day. He joined 
Wipro in 1984, and went on to 
build up its IT business before 
founding MindTree Consulting 


that Wipro should not pay bribes; he 
knows even the slightest of corruption 
in dealing with customers can have a 
disastrous effect on Wipro's employees 
in thelong run. Yet his logic is not always 
obvious to everyone. How do you ex- 
plain Premji keeping a watch on the ho- 
tels or airlines that his senior managers 
use? His strengths can easily ossify into 
weaknesses. Does he get bogged down 
with detail? 


REMJI came back from Stanford 

University in 1966 after his father’s 
sudden death. He had gone there to 
study engineering. "I would have 
worked for an American company for 
some time after my degree, but I was not 
given a choice," he says. 

His immediate objective after re- 
turning was to stabilise and grow his fa- 
thers vegetable oil business. It grew 
slowly, with a small diversification into 
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= VIVEK PAUL 
vw V-C, Wipro 


Premji met Vivek Paul while he was 
with GE Medical systems. "He is a 
potential CEO," Premji used to say. 
Ashok Soota was firmly in the 
saddle at Wipro then, but Premji 
nurtures potential Wipro managers 
well in advance. Paul, usually busy, 
spent long hours with BW for this 
story. "Azim is priority," he said 


heavy machinery (now Wipro Fluid 
Power). The important events in Wipro's 
history happened a decade after his re- 
turn, when he brought in several people 
who played a key role in its develop- 
ment; Ashok Narasimhan from Tata Ad- 
ministrative Service, Sridhar Mitta from 
Engineers India, and Ashok Soota from 
the Shriram Group, to name a few. 

Why did they give up good jobs and 
join Wipro? "Many people in the Tatas 
told me that I was making a mistake," 
says Narasimhan. Tata Administrative 
Service was then one of the most presti- 
gious of jobs (Narasimhan was its 
youngest financial controller) and 
Wipro was a non-entity that exhibited 
no signs of greatness. Yet such was Pre- 
mji's power that Narasimhan left his job 
to join Wipro. He was given a challeng- 
ing job too: to start a business — com- 
puters — from scratch. Mitta, a PhD in 
control systems, had just refused an of- 


fer from the Indian Space Research Or- 
ganisation (ISRO), but was persuaded to 
join Wipro by Narasimhan and Premji. 
Soota too could not refuse Premji. 
Premji does not make up his mind 
easily about people. Premji brought the 
thoroughness of his preparations to his 
selection process as well. Day-long in- 
terviews were common in those days. 
He could ask for more and people 
obliged readily. “We could understand 
his need for thoroughness,” says Soota, 
“because he gave his managers full free- 
dom once they join.” He has the ability 
to persuade well-placed executives — 
they have no need to accede to his 
wishes — to go through gruelling inter- 


views and then lure them into Wipro if 


he is satisfied with their potential. His 
antenna still keeps looking for potential 
Wipro managers. 

Narasimhan, Soota, Mitta, Subroto 
Bagchi ... all were strong-willed people 
with their own idiosyncrasies. “We used 
to agree that only Premji could manage 
such a diverse set of characters,” says 
Mitta. Premji had great tolerance for ec- 
centricity and dissent. “We would argue 
with him and even use strong words to 
convey our disagreement," says Dilip 
Ranjekar, now head of Azim Premji 
Foundation. Premji listened hard and 
questioned hard, but usually let his ex- 
ecutives do what they wanted. Wipro's 
IT foray was largely Narasimhan's 
idea, to which Premji was in full agree- 
ment. Yet, Premji had his own inimi- 
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AZIM PREMJI 


table stamp on the 
company. 

Premji is reluc- 
tant to be drawn into 
the question about 
his influence on 
Wipro. “Every CEO 
influences the course 
of his company,” he 
says almost as an 
apology and then 
adds: “I had driven 
the integrity policy of 
the company myself 
in the early days.” An 
integrity policy has 
no meaning until it is 
tested, and Premji's 
resolve was severely 
tested in the 1970s 
and 1980s. Bribery 
was one of the most 
common means of business develop- 
ment in India in those days, but Wipro 
had consistently refused to bribe offi- 
cials. "Even the corrupt have their prior- 
ities," says Premji. They learned quickly 
not to waste time on Wipro. 

Premji worked hard on his cus- 
tomers, and urged his employees to do 
so too. Even in the late 1980s and early 
1990s, when he was well known but not 
so famous, Premji used to go and meet 
small shopkeepers — with staggering 
effect — who sold Wipros consumer 
care products. It was not uncommon in 
those days to see Premji travelling to the 
alleys deep inside Chandni Chowk in a 
cycle rickshaw, sitting with the lower 
ranks of salesmen. The trip gave him a 
twin advantage: he could listen to the 
shopkeepers, and he could listen to his 
salesman, too, on the way. "I cannot do it 
anymore," says Premji, "because I get 
easily recognised and the feedback is 
not honest." 

Integrity and customer satisfaction 
are two of his core values. Hard work 
and discipline are the other two. It 
wouldnt surprise anybody to see Wipro 
resting squarely on these values, as all 
the four are founded on sound business 
logic. "His greatest contribution has 
been to the culture of the company," 
says Narasimhan. In spite of his incredi- 
ble wealth, Premji remains middle-class 
in his outlook. He takes his own deci- 
sions too, sometimes against the pre- 
vailing wisdom of his executives. He did 
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not get rid of Wipro Consumer Care or 
Wipro Fluid Power, despite strong 
advice to the contrary. “I have great 
emotional attachment to these compa- 
nies," Premji says. "But they are doing so 
well that the issue does not even come 
up for discussion now.” 

What is his vision for the company? 
“I want Wipro to be among the top 10 IT 
companies in the world.” Again the 
number game, even for the vision. Pre- 
mji proceeds in small steps; he will re- 
vise his vision once Wipro becomes a 
top 10 company. “Wipro should be a 
place where everybody wants to work.” 
He wants it to grow independently of 





us 


Azim Premji Foundation is an 
experiment in moulding character 
through education. The foundation 
currently works with 12 lakh 
children and 27,000 teachers 


the people working for it." These are his 
definitions of a great company. He does 
not have grandiose visions of creating a 
company that changes the world or 
charting out an entirely new business 
for the company. "The IT business is big 
enough for a long time." 


REMJI usually plays the waiting 
game. He does not rush into things, 
even if the zeitgeist tells him to do so. 
"He took pains to study the biotechnol- 


ogy sector" says Kiran Mazumdar- 
Shaw, chairperson, Biocon. "He met me 
several times and asked me several 
questions, and then finally decided 
against diversifying into the sector." He 
had this burgeoning wealth, and 
wanted to put it to good use. He had 
been aware of his social obligations too. 
He thought long and hard, and went 
about the job with the minimum of fuss. 


AZIM PREMJI 


This integrity was the result of char- 
acter, Premji's own. ^I have tried to think 
and discover what shapes character," he 
said in the lecture. "Being neither a 
scholar nor a scientist, all my thoughts 
in this regard have been at the level of 
action rather than in unravelling the 
mysteries of human development." 

Since character determined his own 
destiny, Premji wanted to mould char- 


Azim Premji acter on a large scale 
Foundation was cre- Premji personally drives in the country. From 
ated in the year 2001. | Wipro's integrity policy. his own experience, 
There was no an- "Wipro should be a place he knew the value of 
nouncement, no Where everybody wants to education, particu- 


press release. Premji 


transferred Rs 200 crore worth of per- 
sonal shares, and was willing to transfer 
more whenever necessary. "It was time 
for me to do something for the country 
other than running Wipro," he says. 
"And I had the means to do it too." Pre- 
mji had toyed with many ideas for the 
foundation, but finally chose education 
as its field. 

He had tried to use his own experi- 
ence in running Wipro. "Character is 
one factor that will guide all our actions 
and decisions," he had said in his Jawa- 
harlal Nehru Memorial Lecture in Delhi 
last vear. "We invested in uncompro- 
mising integrity that helped us take dif- 
ficult stands in some of the most diffi- 
cult business situations." 
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work," he says 


larly primary educa- 
tion, in shaping char- 
acter. "I studied in a 
middle-class school 
in Bombay, where 
children from differ- 
ent backgrounds 
studied, he says. 
"And our teachers 
used to spend con- 
siderable time with 
us outside the class- 
room. They had a big 
role in developing my 
character." Azim Pre- 
mji Foundation is 
an experiment in 
moulding character 
through education. 

The foundation 
has been working 
closely with state gov- 
ernments at improv- 
ing education. "The 
best employment is 
personal employ- 
ment,” he says, “and education provides 
people with the means for personal em- 
ployment.” Premji had thought big 
when necessary. 

“We wanted to make a big impact, 
which is why we chose education as our 
field,” says Ranjekar. Premji wanted to 
create change without publicity. Azim 
Premji Foundation has not issued a sin- 
gle press release or held a press confer- 
ence so far, although it is working with 
12 lakh children and 27,000 teachers at 
the moment. The public does not see 
what Premji does with his wealth, but he 
does not care too much. Premji is aware 
of the nuts and bolts of his business. He 
is aware of the big picture as well, and 
his place in it too. i 
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AKE two cups of powdered 
goat's milk, a quarter cup each 
of almond meal and honey, 
two teaspoons of jojoba oil, 
two tablespoons of oat flour, 
four drops of rose oil, five 
drops of patchouli oil, five drops of san- 
dalwood oil, and 200 litres of water — 
and you are in the business of making 


E 


for 


Cleopatras of Indian women. Legend 
has it that the Egyptian empress pre- 
lerred immersing herself in such a brew 
instead of the waters of the Nile. And spa 
owners feel that two millenniums later, 
bathing habits haven't quite changed. 
The Cleopatra bath is commonly of- 
fered by many day spas that have 
sprung up in the metros. Till a vear ago, 


spas were restricted to resorts in exotic 
locations. But, in step with a global 
trend, day spas — in salons, city hotels 
and even as standalones — have out- 
numbered the resort variety. According 
to research firm Intelligent Spas, of the 
84 spas in the country today, a good 58 
per cent are of the day variety; destina- 
tion spas make up the rest. 

A study by PricewaterhouseCoopers 
for the International Spa Association in 
2002 revealed that of the 1,300 spas in 
Canada and 9,600 in the US (the largest 
market), day spas accounted for over 
three-quarters. Resort spas were the 
second largest group, followed by club, 


Going beyond the skin: A therapist at 
Spa Zieta in Delhi using a Cellu M6, a 
body contouring machine imported 
from France 





They are spread- 
ing out — from 
exclusive hill 
retreats to the 
city streets. But 
are spas a viable 


business yet? 
By Nandini Vaish 
















DILEEP PRAKASH 


medical and destination spas. Together, 
they pulled in a substantial $11.3 billion. 

The Indian market, still in its bath- 
water, hasn't been segmented so thor- 
oughly yet. But evidently spas are catch- 
ing on. Hindustan Lever (HLL), the 
largest personal care company in the 
country, spotted the opportunity early. 
Attracted by the potential of the Kerala 
brand of ayurvedic therapy, it tied up 
with Arya Vaidya Pharmacy of Coimbat- 
ore to launch the first Ayush Therapy 
Centre in Chennai in 2002. 

Most others are set up by high net- 
worth entrepreneurs, who put in money 
where they thought the opportunity lay. 
One of the first spas in India — the 
Golden Palms Spa resort in Bangalore 
was set up by film star Sanjay Khan. Ka- 
mayani Kanwar, the daughter-in-law of 
Apollo Tyres chairman Onkar Kanwar, 
has an 8,000-sq.-ft boutique spa, Asian 
Roots, in Delhi's upmarket Safdarjung 
Enclave. Kolkatas first standalone day 
spa, Solace, is owned by the Lotus Char- 
itable Trust operated by a part of the 
Williamson Magor group. Delhi's Spa 
Zieta is owned by Cravatex. 

For Rama Mehra, proprietor of Ran- 
jits Svaasa in Amritsar, the reason for 
setting up a spa was more personal. 
When her late husband was battling 
cancer, Mehra studied alternative thera- 
pies in the US. She then set up a spa that 
offered alternative healing. Fortunately 
for her, she had inherited a large prop- 
erty in the heart of the city, which she 
converted at a cost of Rs 2 crore. 

What does the future hold for this in- 
dustry of Cleopatra Baths? Much of the 
answer depends on how profitable spas 
are in the near future, and the business 
models that emerge. (Given that spas is 








Spreading the massage 


Despite teething problems, spas spout lofty growth plans 


Organisation 


VLCC 


by 2008 





SPAS 


inextricably linked to real estate, and 
that initial growth is going to be in the 
metros, it would be somewhat capital- 
intensive.) None of the new spa owners 
are willing to talk profits, but it is un- 
likely that they are making money now. 

Notwithstanding the nascency of 
the business, opinion on the ground is 
divided. Arvind Singhal, chairman of 
KSA Technopak, a consultancy, sees it as 
an individual — and not a corporate — 
trend. To him, it's "merely a fad". He esti- 
mates the market size at no more than 
Rs 200 crore, that too combined with 
gyms and health centres. 

"some of these start-ups have 
started as fantasies or hobbies of bored 
housewives from rich families. It's a 
trend and not necessarily a business 
model," says Singhal scathingly. “For ex- 
ample, few years ago, bowling alleys 
were the hottest thing. Before that, it 
was opening boutiques in Hauz Khas 
village and various other places." 

In fact many who have already taken 
the plunge are circumspect about 
growth. Their will to expand will be 
tested by the success of their maiden 
ventures. When quizzed about her ex- 
pansion plans, Kanwar says: "Let us first 
see how this trend emerges." 

Mehra, who claims to make Rs 2 lakh 
a month with prices like Rs 3,000 for a 
half-day treatment, has plans to put up 
one more centre in Delhi in two years. 
Sheislooking seriously at the franchisee 
model for growth, though, which could 
mitigate the cost of real estate as she 
goes forward. 

For Amatrra, a spa promoted by the 
Mayar group, which sells ayurvedic 
healthcare products, spas represent a 
forward integration. It works on a rev- 















Stated plans 


3 by 2005; 9 more (including a residential spa) 
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1 company-owned spa in Delhi in 2 years 
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25 by end-2005, 100 in 3 years 
100 day spas by 2007 ' 
5-8 spas in all within 5 years 
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enue sharing model with Ashoka Hotel 
in Delhi, where it is housed. It wants to 
have two more outlets in three years. 

Solace, which has just completed a 
year of operations, also hasn't formed a 
plan to farm out. 

Some others have modest expan- 
sion plans. HLL doesn't want to pin a 
number to its target, but wants to be in 
the mini metros by 2006. Vandana 
Luthras Curls & Curves (VLCC), the 
beauty and fitness chain that has one 
spa in Delhi now, is looking at adding a 
modest two this financial year and nine 
more in the next three years. 

Then there are those who are willing 
to bet their spa and the farm on future 
growth. Khan wants to franchise 100 
day spas across the country in the next 
two years. Spa Zieta, which has one out- 
letin Delhi now, has an ambition to take 
the tally to 100 in three years. 

Some foreign investors, too, have re- 
posed faith in the Indian industry. Hong 
Kong-based CLSA Private Equity Man- 
agement has invested $10 million in 
VLCC. Sanjay Khan says he has had a 
few offers for foreign equity investment. 
Ayush is getting inquiries for setting up 
centres abroad. 

As the industry is growing, it's learn- 
ing too. For HLL, location was a major 
challenge while expanding. There was 
an anxious moment or two when it 
opened the Ayush Centre at Khar, a posh 
suburb in Mumbai, at a cost of Rs 12 





lakh-15 lakh. The worry was whether | 


the centre would pay for itself anytime 
soon. Thankfully for the company, it 
worked. The Khar centre now hosts 


around 1,200 customers a month, with | 


bills totting up to Rs 420,000. 
Says business manager (consumer 
healthcare) Vipul Chawla: "We realised 





it was an idea whose time had come : 


only when we went to the market." Intial 
growth came from word of mouth: 70 
per cent of those who availed of the 
Ayush treatment at the first outlet in 


Chennai recommended it to others. | 


Within a year and a half of the launch, 

the company had five centres in Chen- 

nai and eight more around the country. 
As spas grow, the market for spa ac- 


cessories is also burgeoning. New | 


creams and other products are hitting 








the market faster than the spas them- | 


selves. Spa companies like VLCC and 
Amatrra are not worried that the prolif- 


e |n 2002-03, one in five 
Americans visited at least one 
type of spa. On an average, 
customers visited two spas in 


tne Veal 


Day spas in the US host the 
highest number of visitors, 
whereas destination spas treat 
less than a tenth as many 


Popular treatments giobally 


pilates (exercise), Swedish & 


Thai massages, ayurveda, 
cellulite reduction, botox & 
detox wraps, skin rejuvenation 





Source: International Soa Association 


eration of personal products would rob | 


them of their clientele. Says Sandeep 
Ahuja, business head (personal care), 
VLCC: “A spa is a combo of products and 
services. People come for the ambience. 
You cant recreate that at home." 

Spas work for well for luxury hotels, 
as it promises incremental revenues at 
little extra cost, assuming that invest- 


ments would already have been sunk in. | 


facilities like sauna, steam, massages, | 


and importantly, a ready list of patrons. 
While a few hotels like Ashoka are out- 
sourcing their spas, others like Taj, 
Oberoi and Mariott are building them 
in-house. Oberoi's Banyan Tree outlet 





was perhaps the first of its kind in India. | 


Taj is reportedly in talks with overseas 
consultants to revamp its Mumbai spa 
at a cost of $5 million. Upcoming prop- 
erties like Hilton and Shangri-La are 
looking at state-of-the-art spas, says 
Jane Crebbin-Bailey of HCB Associates, 
a UK-based spa consulting firm. 


For some hotel spas, expansion of | 


the customer base is not the prime con- | 
cern. Says Ashit Sud, managing director, | 


Mayar Health Resorts, the promoters of 
Amatrra: "We don't want to expand the 


| M 


Rs 30 lakh — in the hope of building a 
steady clientele for tomorrow. That, ex- 
pects Sud, would give it a monthly in- 
come of Rs 75 lakh by the end of 2005. 

Unlike hotels, attracting first-timers 
remains the biggest challenge for stand- 
alone day spas. Says Singhal: "So far, I 
haven't seen any company making an 
effort to expand the market. They as- 
sume the market exists. To me, that's an 
error. Rather than focusing on the usual 
suspects, they should target first-time 
users. If they don't expand the market, 
they are likely to fail." 

How to do that? Kanwar, for one, is 
banking on word-of-mouth publicity. 
Solace plans an aggressive branding ex- 
ercise to clinch corporate members. 

There are other learnings too. 
Changing demographics have had an 
effect on spas too — it has changed the 
‘culture’ at some of them. In the age of 
the metrosexual male, pampering isn't 
for the woman alone. VLCC claims its 
spa gets more male visitors than female. 

To some industry veterans, the rapid 
changes and growth are a harbinger of a 
shakeout sometime soon. Ashok 
Khanna, managing director of Ananda 
in the Himalayas, India’s first spa resort, 
forecasts a shakeout among day spas as 
early as the next two years. He says: 
“Those who don't specialise will find 
themselves not being visited.” 

Many are already spreading their 
risks by extending their services, VLCC 
in Delhi has a nail art parlour. Asian 
Roots has set up a beauty parlour. Fit- 
ness consultant EJ. Singh. of Spa Zieta 
has allied with the likes of Ozone, an up- 
market Delhi gym, assuring him present 
footfalls and giving him time to gauge 
the market as it scales up. 

Everything said, you wouldn't be 
dragged into aspa ifits menu doesn't ful- 
fill your champagne wishes and caviar 
dreams, right? Well, you already have a 
bathtub full of choices. If you want to 


| cleanse and invigorate your skin, you 





audience base, we want to increase us- | 


age. The market already exists, we need 
to tap it." No wonder then that Amatrra 
is ready to incur a loss now — of about 
Rs 20 lakh a month, over an income of 
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can opt for custom-made, organic 
masks. For melting away tension, you 
can go for hot and cold stone therapies. 
If that doesn't suit you, there are almond 
scrubs and caviar body treatments. 

If that too fails to lure you, there's al- 
ways the Cleopatra bath. Pity, though, 


| they cantdo much about your nose. Ni 
| 
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Firefox, 
the 
alternative 
browser 
for the 
tech 
enthusiast, 
is officially 
launched. 
And yes, 
many 
users love 
it enough 
to have 
browser 
parties in 
its honour 


























Browser 


T ISN'T just sixteen-year-old sweeties 
who have coming-out parties. Sodo web 
browsers. At least if they happen to be 
named Firefox. Mozilla Foundation’s 
Firefox browser (which has its roots in 
Netscape, the old arch enemy of Internet Ex- 
plorer) has just been launched worldwide, sup- 
ported by a fervent community of online users 
who have been campaigning their heads off to 
“spread the word” loudly enough to convert 
people to the other browser. They've even 
called for donations and collected money to 
run ads. For the whole Open Source commu- 
nity, it's quite enough that it isn't Microsoft. For 





| them, it's Mozilla vs the Godzilla of software 
and if they can put a dent in Internet Explorer's 


(IE) marketshare, that's great. That dent plans 
For tech enthusiasts, Firefox is the alternative 


many users love it enough to have browser par- 
ties in its honour. 


I was persuaded by a friend and member of | 
. speech utility, a ringtone searcher, a search tool 


the Open Source community to do myself a 


| favour and download Firefox to try it out. Read 


what he has to say about it at http://atulchit 
nis.net/diary/showentry/246. 

| fell in love with it at first sight, rather liter- 
ally, because of its indefinite zoom. The imme- 


diate life change for me was that I could nowlie | 


back decadently in my chair, instead of being 
hunched painfully over my notebook. With my 
glasses off, mind you. I was utterly delighted at 
its tabbed browsing. If you keep opening web 
pages at the same time, you won't have to cycle 


| through window after window to view these. | 


You Ctrl-click a link and it opens up in the back- 
ground, marked by a tab in the browser. You 
can open lots of tabs, and look at pages when 
you want without the clutter and searching. 
There're lots of other advantages. Firefox is 
light — just 4.5 MB. Because of this, it's also fast. 


. On top of that, it's clean and intuitive. It won't 








| tobe 10 percent of Net users by the end of 2005. | 


| browser, and the best of the lot so far. And yes, | 





works with, like Outlook. Or Windows Media 
Player, if you like. It looks much like IE and so 
won't be unfamiliar to users. Other goodies: 
right up front, there's a very tidy won't-get-in- 
the-way little search bar built into the tool bar. 
From here, you can search Google, Amazon, 
dictionaries or whatever. Saving pages is pretty 
easy too. A pop up blocker is also built-in. 

But what's most exciting about Firefox hap- 
pens to be something that isn't actually built-in. 
It has a huge number of 'extensions' or little 
light programs lovingly created by developers 
to add features. There's an amazing variety of 
these which could add anything from games, 
music, humour, navigation, news, and mouse 
gestures to your browser. For instance, you can 
do a little thing like add a weather tool bar to 
give you international weather forecasts. 
There's an extension that lets you remove from 
view any object on a web page. Then, you can 
download a bandwidth tester. Extensions can 


| giveyouacookie manager, an ad blocker, a tool 





to translate the web page or words, a text-to- 


that lets you go straight to the search-result 
number (Search result 122156 on Google, for 
instance) and you can get a time-keeper. I'm 


| tempted to download the lot, actually. Well, all 


except the developer tools. The Open Source 
friends of Firefox continue to create interesting 
and innovative extensions, which makes this 
the most customisable browser. 

Some users comment that Firefox is "what 
IE should be". The biggest problem with IE has 
been its security problems. Without getting 
into whose fault that is — Microsoft's for leav- 
ing the doors open to thieves or the thieves' for 
coming in and leaving the place in a right royal 
mess — let's say everyones fed up of the patch- 
a-day problems that plague IE. In the backdrop 
of unforgettable bad experiences with viruses, 
spyware and worms, a browser that doesn't 
carry all that baggage is welcome. And welcome 


clash with IE, but will import all the settings | is what Firefox is — as the 7 million Net users 


from there and work with programs that IE 


who've already downloadeditwillvouch. E 
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VJ. Lazarus 
President, Universal 
Music India 


Iam reading SEVEN SEASONS OF 
AMAN by Patrick Morley for the 
second time. In fact, I have distrib- 
uted 20 copies of the book to friends 
and family. 

The book talks about the seven 
seasons a man goes through in his 
life. It gives you the correct perspec- 
tive by taking you away from the cur- 
rent scenario and explaining what life 
is really about. 

One of the chapters in the book 
talks about the 10 most successful 
people in America and what happens 
to them 20 years later, and what 
made the difference in their lives. Wi 


ALERT 


Confessions Of An Economic 
Hit Man 


By John Perkins 
(Berrett-Koehler Publishers) 





MANY will accuse John 
Perkins of being a com- 
munist, and others will 
pounce on this book as 
further proof of Amer- 
ica's strategy to sub- 
vert the economies of 
developing countries. 
Perkins worked for an interna- 
tional consulting firm where his 
main job was to convince less de- 
veloped countries to accept huge 
loans for infrastructure projects, 
and to ensure that most of the 
contracts were awarded to Hal- 
liburton, Bechtel, and other US 
companies. The publishers say 
many people had warned Perkins 
not to write this book. uU 


Confessions 
of an Economic 


Hit Man 
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K.P. NAVAR 





HE outcome of America’s pres- 
idential election is an appro- 
priate occasion to reflect on 
Strobe Talbott's assertions — 





logue’ with India —as the US redraws its 
political and social map to create what 
some pundits are calling a new 'Jesus- 
land' of states that overwhelmingly 
voted for GeorgeW. Bush. 

Talbott's book offers valuable les- 
sons in ways to deal with an America 
which will be less pluralistic than it is 
now. For anyone with substantive deal- 
ings with the US in the next four years, 
the author's observations on In- 
dian diplomacy and his 
conclusions about the In- 
dian state can serve as a 
key to what lies ahead. 

As the US grapples with 
its twin spectres of terror- 
ism and militant Islam in 
the coming years of neo- 
conservative reign, Pak- 
istan can reasonably be ex- 
pected to be at the centre 





HEN Sebi chairman G.N. Baj- 
pai was younger, he wanted to 
be a newsreader. At the last 
Vithal Nadkarni Memorial Lec- 
ture in Mumbai, he talked of pursuing 
academics after retirement. In his new 
book, it seems Bajpai is already practis- 
ing for his post-retirement vocation. 
Let's make one thing clear: this isn't 
really a book and it isn't really written by 
the Securities and Exchange Board of 
India (Sebi) chairman. As Bajpai himself 
admits in the preface, the book is ‘a col- 
lation of satsangs' he has held at Sebi. To 
put that in plain English, this book is a 
collection of his speeches. And what 
went into the speeches was a lot of effort 
from his general managers who spent 
late evenings meeting deadlines. That 
said, the only people who haven't done 
their bit for this collection are its editors 
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Indo-US 


| of American foreign policy. Delhi may 


| even to re-read his engaging 
account of two years of ‘dia- 




















discover that secretary of state Colin 
Powell's decoration of Islamabad earlier 
this year as a ‘major non-NATO ally’ 
after keeping India in the dark about his 
announcement was not an aberration, 


| but a precursor of what is to come. 


Talbott begins his narrative with the 
explanation that India was perma- 
nently out of the American policy radar 
because, “in government, it is often said, 
the urgent drives out the merely impor- 
tant”. Pakistan regained America’s ur- 
gent attention after 11 September 2001. 

That urgency may well merit an 
emergency in Bush’s second term in the 
White House. How will the Manmohan 


| Singh government deal with its in- 


evitable fallout on In- 


ENGAGING 
INDIA 


By Strobe Talbott 


Viking (Penguin 
Group 


Pages:268 





A speech 


and proofreaders — the language is 


| atrocious and typos are rampant. 


The book is split into two. The first 


| part deals with finance and economics 


while the second dwells on personal 
development issues like success and 
leadership. The latter comes with lead- 
en chapter titles: ‘Fostering Knowledge 
Management (Acquiring, Assimilating, 
Accessing, Apportioning) and ‘The 
Death of a Destination Called Success. 
A large part of the book seems like a 
performance report of Sebi since Bajpai 


| took charge. It deals with Sebi's work on 


easing listing norms and settlement sys- 
tems, making an attempt to improve 


— — — —— 





diplomatic tussle 


dia? Talbotts account of the post- 
Pokhran Il engagement between Delhi 
and Washington uses anecdotes that 
were little known till the publication of 
his book — and it is backed up by 
quotes. He makes it clear that India was 
able to get away with its open challenge 
of the global non-proliferation regime 


partly because the administration of | 
Bill Clinton made a conscious effort in : 


its second term to de-hyphenate India 
and Pakistan in Americas dealings with 
these two countries. 


The scope and nature of Washing- | 
tons dealings separately with Delhi and | 


Islamabad may have enlarged since 
then, but the hyphen is coming back, 
and will only become more pronoun- 
ced in the second Bush term. India was 
able to get the better of the US govern- 
ment in the aftermath of its 1998 nu- 
clear tests partly because Pakistan's dip- 
lomacy was in disarray. Talbott tells us 
that the Indians knew exactly where 


STROBE TALBOTT, former US deputy 
secretary of state, is president of the 
Brookings Institution. Before joining 
government, he worked for 21 years at 
Time magazine 





None of these situations exists any 
more. Being an American ally has given 
Pakistan's foreign policy a sense of direc- 
tion all over again. For nearly half a cen- 
tury, Islamabad's diplomats have ex- 


_ celled in making their country useful to 








they were headed; the Pakistanis did | 


not. Islamabad's foreign policy estab- 
lishment was hamstrung by a weak 
prime minister (Nawaz Sharif) who was 
always looking over his shoulder at the 
Army general headquarters. 








| of little substance 


corporate governance, etc. The biggest 
chapter, however, is on insurance (not 
surprising, since Bajpai was LIC chair- 
man before he joined Sebi). It is 35 pages 
long and complete with 22 pages of 
data and charts. While the world is mov- 
ing away from self- 
regulation to super- 
regulation across 
financial services, 
Bajpai begs to differ. 
Like the self-regula- 
tory structure he has 
proposed for mutual 
funds, he feels that 
"insurance compa- 





| 
| 
| 
| 


SECURITIES 
MARKET 





the Americans and extracting the best 
for Pakistan out of that bargain. Besides, 
the army is now in charge: the Foreign 
Office no longer has to worry about 
pussyfooting politicians like Sharif. 
Talbott acknowledges at least thrice 
that India's clout on Capitol Hill was the 
undoing of the sanctions that were im- 
posed as punishment for Pokhran II. 
What he does not acknowledge is that 
this clout was also responsible for prod- 
ding Clinton into getting involved in 
Kargil. Today, what remains of that clout 
is a pale image of what it once was. 
Moreover, effective September this year, 
General Pervez Musharraf has acquired 


the kind of influence that neither Sharif | 


nor Benazir Bhutto ever had. There is 
now a Congressional Pakistan Caucus. 








nies will have to get together to meet the 
challenge of co-ordination and collabo- 
ration in a fiercely competitive market... 
Eventually, self-regulation will assume a 
pivotal role.” Is the IRDA listening? 

On the whole, the book is trite and 


As for getting India to make conces- 
sions through the two-year dialogue 
he had with external affairs minister 
Jaswant Singh, Talbott makes an amaz- 
ing confession: “The boulder we had 
been counting on Jaswant to budge was 
still at the bottom of the hill.... We had 
exhausted our leverage on Indian deci- 
sion making." It would, however, be a 
mistake for India to gloat over such à 
confession. Non-proliferation is an is- 
sue that will not be banished from 
Washington any time soon. How it will ` 
affect India will depend not only on the 
composition of the next Bush adminis- 
tration, but also on the Congressional 
committees that will take charge on 
Capitol Hill next year. 

Although much of this book is about 
Jaswant Singh, its unsung hero is Rakesh 
Sood — one of only two experts in South 
Block on disarmament — who was the 
ministers shadow during his entire 
dialogue with Talbott. "He had a knack 
of making his government's position 
seem like sweet reason and any contrary 
view illogical...” s 

K. P. Nayar is the Washington-based 
diplomatic editor of The Telegraph 


to ensure that the axe of the dump does 
not fall on the fortunes of the innocent 
investing community.” Or take: “One 
does not need the wisdom of either 
sages, or management gurus to know 
what kind of qualities help an individ- 
ual, eventually, to fulfil the mission of 
his life and the aspirations of society. 
These are knowledge, integrity (both 
financial and intellectual), industry, 
humility, discipline, courage, commit- 
ment, conviction, et al. The anger, fear 
and guilt of the past should be exchan- 


_ ged for a future built on a solid founda- 


extremely tedious. 
T Sentences, and even 
SECURITIES paragraphs, often 
MARKET start with something | 
By G.N. Bajpai to Say, but they mean- 

der and the ideas get 
parals — lost. Some are plain 

unfathomable. Sam- 
Pages: 157; ple this: "Irrationality | 
price: Rs 395 deserves to be probed 
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tion of calm confidence, fearlessness, 
innocence and hopeful expectations.” 

It is these passages that make The 
Securities Market a great bedtime read 
— for insomniacs. a 


VIKAS DHOOT 
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Hating Uncle Sam 


HOUGH they would agree that he is the least | 





of all evils, the communists have a problem 
with the Prime Minister: he is a friend of for- 
eign investors and a lackey of American capi- 
talism. They first took umbrage when he met 
New York industrialists and financiers last September and 


invited them to invest in India; he rebutted them gently | 


saying that it was his job to serve the national interest. 
More recently, they upbraided Manmohan Singh for 
congratulating George W. Bush on his re-election. If they 





had reflected on it, they would have realised that he did | 


not do what is usual on such occasions — namely pick up 
the telephone and say: "Well done, George! The people of 
India rejoice at your victory." Instead, he wrote a long let- 
ter reiterating the agenda for 
Indo-US cooperation discus- 
sed when he met Bush over 
breakfast on 20 September. 
That meeting itself came at the 
end of phase one of the Next 
Steps in Strategic Partnership 
initiative, which was begun last 
January. The US has had a 
problem with India since the 
NDA government staged its 
nuclear ceremony in 1998. The 
Vajpayee government was try- 
ing for years to overcome the 
estrangement that its explo- 
sions occasioned. Slowly, it had 
brought the US to shift from 
boycott to cooperation. Our 
stake is substantial: it involves 
strategic technologies whose 
exports to India the US has prevented. Prime Minister 
Manmohan Singh understands the stakes, and is simply 
continuing the process of persuading the US to treat us 
better. The communists want an end to the process, and a 
return to the Cold War, 15 years after it ended. Just how it 
would benefit us, only they know. 

The national interest in attracting foreign investment 
was spelt out to them by the finance minister, who said 
that the huge investments required in infrastructure — he 
mentioned Rs 1.6 trillion in the next five years — could not 
be financed without foreign investment. On telecommu- 
nications, the communists got a learned paper drafted by 
their fellow travellers from the Jawaharlal Nehru Univer- 


The Prime Minister needs to 

engage the communists in a 

public debate on whether we 
should hate the United States 








sity; Chidambaram gave an equally erudite reply drafted, | 


no doubt, by his bright boys. 


ment in banks as well. The Reserve Bank of India (RBI) has 
made rules that deprive any foreign investor of a voice in 
the management of a bank he buys into. As money supply 








and the deposit base increase, the banking industry is 
poised for expansion; and as it expands, it will need more 
capital. In this process, the RBI has given nationalised 
banks an advantage by making it difficult for private 
banks to attract new capital. The finance minister has 
tried to moderate the RBI's obstructiveness by suggesting 
that investors should be allowed to increase their stake in 
banks in steps of 10 per cent a year. Here too, the commu- 
nists have taken issue with him. They control a major 
bank trade union, and nothing favours it more than state 
ownership and lack of competition. So their opposition to 
foreign investment is close to self-interest in this regard. 

Whilst the Prime Minister has resolutely followed his 
own foreign policy, he has been meticulous about adher- 
ence to the Common Mini- 
mum Programme. He may 
have reckoned that as long as 
he honours his agreement with 
the Left, the Left willlet him fol- 
low his own judgment in mat- 
ters not covered by the CMP. 
But the Communist Party 
(Marxist) refuses to let him en- 
tertain such illusions. In a 
statement on 1 November, its 
Politburo rejected an approach 
where: “The core issues of lib- 
eralisation and privatisation 
should be left to the govern- 
ment to pursue, while the Left 
should confine itself to con- 
cerns such as employment 
generation and food supply, 
education and health”. So, ifthe 
Prime Minister hopes for a quiet life, he is living in a fool's 
paradise. That, however, is very unlikely. 

In the circumstances, he could draw support from the 
Opposition for his external policies. But he is unlikely to 
do so, because the Left would see that as treason, and the 
BJP would want its pound of flesh for support. 

So he does not have any easy options. In the circum- 
stances, he may temporise. But he should also take a leaf 
out of his predecessor's book. Atal Bihari Vajpayee, when- 
ever he ran into a difficult issue, used to call for a public 
debate on it. In his case, it was prevarication. But Manmo- 
han Singh might make it a deliberate tactic: he would do 
well to involve the broader society in a discussion of what 
is to be India’s place in the new world order. The commu- 


| nists are not entirely immune to rational argument; even 
The communists have assailed him on foreign invest- | 


they see that the world has changed since the fall of the 
Soviet Union. A public debate would give them, too, a 


_ chance to persuade the country that enmity towards the 


United States is in national interest. Lj 
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DB2 doesn't lock you in. 


DB2 is middleware and it's central to your 
data management. In fact, DB2 is part of 
an innovative family of information 
management products that can integrate 
and actually add insight to your data 
That's big 


DB2 is also the leading database built on 
and optimised for Linux*, UNIX" and 
Windows", built to take full advantage of 
your existing heterogeneous and open 
environments, and built to enable true 


grid computing 


Plus, theres no constricting contract 
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DB2 is also middleware with an eye on 
your resources. All of them. An ITG study 
showed overall costs for Oracle Database 
are up to four times higher than DB2 

A Solitaire study found that on average, 
Oracle Database required 25% more time to 
manage than DB2 . And the Transaction 
Processing Performance Council showed 
DB2 as the overall price/performance 
leader for TPC-C on Linux, UNIX and 
Windows. Ahead of both Oracle Database 
and Microsoft® SQL Server 


Then theres this: Oracle will drop the 


current level of support for Oracle 


Database 8i at the end of 2004. Meaning 
limited support, higher cost or a complet: 
migration to current versions. Fortunately 
IBM offers ongoing, around-the-clock 
service and support for DB2 


Why not move up to middleware that 
makes sense? Through the end of the 
year, you can get IBM DB2 Universal 
Database by taking advantage of our 
extremely compelling trade-up promotior 
Visit ibm.com/software/in/db2 today 

to find out if you qualify. You can also call 
us on 1600 443333 or e-mail us at 
response@in.ibm.com. 
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The Chevrolet Optra NY Edition has arrived. 


Chevrolet, the ‘Heartbeat of America’, brings 
you a car that is the standard of luxury in almost 
100 countries: The Chevrolet Optra NY Edition. 

Optra NY Edition’s new features like the all-new 
American style Grille, Anti-lock Braking System 
with Electronic Brake Force Distribution, Automatic 
Climate Control System and dual airbags offer 


you a combination of style, comfort, control, 
and peace of mind. In addition, features like a 
unique Total Noise Reduction System (TNRS), an 
All-Wheel Independent Suspension (AWIS), plush 
leather interior & Sunroof give you all the 
luxury to make the Optra NY Edition a pleasure 
to drive. In India and the world. 


Automatic Dual airbags pm Anti-lock Braking CH EVRO LET 
Climate for safety ond < System with 

Control System peace of mind Electronic Broke — 

to adjust the 4 i Force Distribution 

cabin temperature ————— (ff (>) for better 

according to ANTI-LOCK control during 

your needs BRAKING SYSTEM [pained For a special journey 





called life. 


Visit us at www.gm.co.in Email; customer.connect@gm.cor 


Insist on GM Genuine Accessories from our authorised dealers + Colours and specifications are subject to change without prior notice + Colours shown may not match the actual colours due to printir« 
limitations e Features mentioned and accessories shown will vary by model and may not be part of standard equipment + Chevrolet is a registered trademark of General Motors Corporation e Chevrole 
Optra has been manufactured using parts and technology from GMDAT * Some features shown are optional and may be available only on select models e The Chevrolet Optra is available under differen 
names in different regions of the world è Service Holiday for 2 years or 20,000 km (as per service schedule), warranty for 2 years or 40,000 km, whichever is earlier ENTERPRISE NEXUS 8038 
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Vanitha becomes India's first ever women's 
magazine to cross the 5 lac mark in circulation. 





At a new high of 5,27,258 copies every fortnight and the | V 
highest readership of over 55 lacs, you can now safely i 

; | | Indias largest sold and read 
ignore all other options when you need to talk to Kerala. women’ fortnightly 





Source; ABC Jan - Jur 04, NRS 
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The Real Issue 


.] You seem to focus on the lack 
of big investment in textiles, but 
the truth is that most of the 
textile mills in South India do 
not even have Internet 

facilities, and their speed of 
communication is pathetic. 


Mills here can produce the same, or sometimes even 





better quality than the Chinese. But when it comes to communication, 
we fail in spite of the fact that we are more fluent in English than in our 
mother tongues. Only the mills that are investing in computers and 
machinery will survive the post-quota competition. 


Rahul Dhinakaran, posted on BW website 





GROUNDING PUBLIC AIRLINES 

| find it surprising that ‘The Curious 
Case Of Civil Aviation’ (BW, 15 Novem- 
ber) appears to argue in favour of the 


state carriers. The assumption seems to | 


be that fleet acquisition would solve all 
of the problems faced by these two 
airlines. The rationality for this is 
deeply suspect. Both airlines are run 
not by competent, experienced airline 
executives, but by bureaucrats. They do 
not have the authority, expertise or 
creativity to fly in competitive environ- 
ments. They have survived only bec- 
ause of their respective monopolies, 
which are now under threat. 

No Indian prefers to travel by either 
airline, especially Air-India, whose 
operations have displayed unfriendly 
customer attitudes and complete 
arbitrariness. These are not airlines; 
they are sinecures and pork-barrel 
operations for bureaucrats and 
politicians. The sooner they are 
bankrupt or privatised, the better off 
the Indian taxpayer will be. 

J.S. lyer, posted on BW website 
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CUT OUT THE COMMUNISTS 
The communists are a huge problem 
because the Indian media chooses to 
let them swagger, shoot their mouths 
off and walk tall, even though they are 
_ essentially pygmies. Consider this: the 
true base of the communists is in just 
three states — West Bengal, Kerala and 
Tripura — accounting for a maximum 
of 62 parliamentary seats. Assuming 
they win every seat in these states, 
that's 11 per cent of the total — by no 
stretch of imagination is this popular 
approval. By contrast, even though 
| George W. Bush is hated by the likes of 
Jyoti Basu and Sitaram Yechuri, at least 
he has a definitive mandate of the 
American people. 

BW, and the media in general, is 
always writing articles and editorials 
| about the communists’ actions. This 
| gives them too much press. Rectify this 
_ byignoring them. 
S. Sharma, via email 











THE WOUNDS OF MERGERS 
Omkar Goswami's advice in 'Mergers 
Aren't A Sure-Shot Panacea' (BW, 8 
November) must be heeded. Not 
only will forced mergers hurt 
profitable PSUS, they will also 
limit choices for consumers. 
Instead of solving existing 
problems, it could create fresh 
ones — of possible monopolies. 
S.R. Prabhu, Allapuzha 


Write in at 
editor@bworidmail.com 
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this issue 





SANJIT KUNDU & HEMANT MISHRA 


Unified Finance Inc.: (L-R) Deepak Parekh, chairman, HDFC; K.V. Kamath, CEO, ICICI Bank; A.K. Purwar, 
chairman & MD, SBI; and Uday Kotak, MD, Kotak Mahindra 


cover story 22 FHKE Financial Evolution 


Some of India’s best-known financial companies are hurtling towards financial conglomerate status. What has 
led to the emergence of these giants, with operations in virtually all areas of modern finance? Also, read how 
Indian regulators are trying to cope with the challenges thrown up by the emergence of this breed. 


. Goodbye Exemptions BW Survey: Realty 


Plans are afoot to scrap the plethora of direct and indirect tax Experts fear that many of the world’s fast-growing real estate 
exemptions — many of them flowing from tenuous logic — markets are headed for a crash. The Indian market, too, has 
that keep thousands of crores out of the exchequer' reach. grown headily in the recent past. Are we headed for a crash? 


: 4 Service Tax How will service taxes be i2 Transformation The Indian realty market has not 
| shared between the Centre and the states? The | only grown — it has changed substantially. A bird's-eye view. 


e 









finance ministry has been asked to give its 


preference from among four alternatives. Railways with an 
influx of money and a push 
Saffron Blues The Uma Bharti for public-private partner- 


episode is indicative of a more serious ships, the privatisation of 
problem engulfing the Sangh parivar. India’s rail network could 


become a reality. 





PC Anthropology How 
people in various parts of the world Freight's Wait: Private » 
differ in the way they use the computer. railways provide relief 
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44) My View Pranesh Misra, COO, Lowe India, on the 
need to constantly review the success of your brand, 


48 Bengali Films The commercial success of Bangla 
cinema shows the way for other regional film industries. 





IN VOGUE 


62! The Next Small Thing 


AMD S Personal Internet Communi- 
cator lacks the bells and whistles of a 
personal computer. But consider its 
size, and the PIC works almost just as 
well as a PC. The question is, will it 
end up being another iStation? 


Fit To Size: The Personal Internet » 


Communicator 
TRIBHUWAN SHARMA 


64 | Bookmark A look at the push in recent years to 
make Microsoft a kinder, gentler global giant. 





COMMENT 
26 Ashok V Desai If India’s exporters 


are seen performing well, much-needed 
foreign investment will follow. 


-ON THE CONTRARY 
46 Mahesh Murthy Consultancies. Cor- 


porates want them, MBAs seek them. But how 
much do consultants know about real business? 


ARBOR MENTIS 
60 Subroto Bagchi During negotia- 


tions, it is critical to determine a sense of equa- 
lity in the customer organisation. 
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Stock Sense: Analyst Angshuman Chowdhury' take 
on the markets in the coming week. 


Wave Length: The gulf between science in real life 
and the textbook-and-classroom fare. 


S. Ramesh Kumar, professor (marketing), IIM-B, tells 
BW about the progress of online retailing in India. 
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Businessworid 
Let the debate begin 


HE season of cheer seems to have returned. Stock 

prices are on the upswing again, consumers are 

out spending and businessmen are putting their 

money behind ambitious projects. The fear that 

the UPA government will put the breaks on 

| reform and make a mess of government finances is slowly 

| disappearing, though some concerns remain. We thought this 
is a good time, therefore, to focus on two critical areas of the 
economy and see what the future holds for them. One is the 

| financial sector and the other, the real estate sector. 








The cover story on the financial sector focuses on a trend that 
| has been playing out for some time, but whose consequences 
have not been fully explored. The last few years have seen the 
emergence of a handful of conglomerates with interests in 
everything from banking and 
insurance to funds | Bu S T 
management and securities | 

trading. Deputy Editor Niranjan he f 
_ Rajadhyaksha identifies four of 
the emerging conglomerates: 
HDFC, ICICI, SBI and Kotak 
Mahindra. Take into account 

| the fundamental changes in the 
stockmarkets during the same 
period, and what you see is 
completely new financial 
architecture that has arisen out 
of the slow churn of the last decade and a half. 











That is why this is the right time to look at the entire financial 
sector in a holistic manner and put in place new practices 
and regulations to ensure that there is no increase in systemic 
| risk. Niranjans article frames the issues we have to worry 
about and also looks at the experiences of other countries 
that have gone through similar periods. I hope this story will 
| start the long-delayed debate on this topic right away. 


There is a BW Survey in this issue — on real estate. We started 
BW Surveys some months ago to give our writers the freedom 
to explore current issues more deeply and more freely, and 
our readers’ responses to them have been remarkable, Typi- 
cally, BW Surveys take months to put together, and are done 
and redone until we get it right. The BW Survey on real estate 
went through this grind too, and is a must read — it argues 
why prices are likely to rise, much against global trends. 


le 


S 


TONY JOSEPH, EDITOR 
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HE revenue department of 
the Ministry of Finance has 
started on an exercise to 
estimate the amount lost 
through various indirect and direct 
tax exemptions prior to Union Budget 


mated that a total of Rs 478 crore a 
year is lost due to the exemption 
given for the withholding tax on leas- 
ing of aircraft. 

Speaking to BW, senior revenue 
department officials said that they 
have embarked on such an exercise 
since it is widely hoped and expected 
that a number of exemptions and 
incentives on a variety of taxes may 
be done away with in the coming 
Union Budget. 

With the new advisor to the 
finance minister, Parthasarathi 
Shome in the ministry, it is expected 


THE TATA GROUP 


Orissa in focus 


N a power-packed ceremony last 

week, Orissa chief minister 

Naveen Patnaik and Tata group 
chairman Ratan Tata signed four 
memoranda of understanding, 

The most important was the one 
for the integrated 6 million tonnes 
per annum steel plant at Duburi. The 
investment planned is around 
Rs 15,400 crore in two modules and 
2008 is to be the zero date. A 
Rs 500-crore cold rolled steel unit at 
Gopalpur has also been proposed as 
part of the plant's forward linkage. 

The IT MOU signed was with TCS 
for setting up a software centre at In- 
focity, the IT park near Bhubanesh- 
war . This should help Infocity meet 
its export target of Rs 1,000 crore in 
the next three years. 

The two other MoUs are in hospi- 
talty with with an estimated invest- 
ment of Rs 40 crore. One entails es- 
tablishing four hotels under the 
budget indiOne umbrella. The sec- 
ond is about building Orissa as a pre- 
mier tourist destination. e 

PALLAVI ROY 


REVENUE COLLECTIONS 


Tax breaks in the line 





that he will push for many of the rec- 
2004-05. To start with, it has been esti- | 


ommendations made by reports on 
removing such incentives that have 


| been authored by him. 


The last Budget (8 July 2004) 
removed the exemption on leasing of 
aircraft or aircraft engines prospec- 


| tively from 1 September 2004 (under 
|. Section 10(15A) of Income Tax Act). 





. But this was rolled back in view of 


huge protests from the industry play- 
ers. The tax would have severely 
affected the growth plans of state- 
owned carriers Air-India and Indian 
Airlines, as well as private players. IA 
had worked out that the tax would be 


. an additional burden of almost Rs 87 








| crore-88 crore for the carrier. 


"We have worked this out for all 


| the airlines and estimated that we 
| lose around Rs 478 a year due to this 
| exemption,” said a revenue depart- 


ment source. He added that this 
exemption was likely to go from the 
coming Budget, though the civil avia- 
tion ministry has said that it will seek 
its continuation. 

Similarly, the department will 
work out the amount lost on account 
of exemptions like Section 80 HH, 
Section 80-IA and 80-IB (profits and 


| gains from industrial undertakings 


engaged in infrastructure facility, 


| telecommunications, industrial parks, 


SERVICE TAX: THE 


Devolution options 


HE finance ministry is plan- 
ning to hold a meeting with 
state finance ministers this 
month to find ways to bring 
states into the service tax structure. This 
becomes important in the light of the 
Twelfth Finance Commission's request 
for the government's plan for sharing 
the service tax with the states in the next 
five years. Else, the panel will come up 
with its own devolution plan. There are 
four alternative plans being considered: 


Bi The existing arrangement is of levy | 
and collection of service tax on some | 


services by the Centre and the sharing 
of the proceeds with the states as rec- 








vices for collection by the state that 
could be shared with the Centre as per 
an agreed formula and a list of services 
for collection and appropriation of tax 


| by the states. 
| Œ The third option is a negative list, a 


Union list and a state list, each keeping 
the taxes they collect. 
Bi The fourth alternative is all services 
will be taxed both by the Centre and the 
states concurrently (as suggested by the 
report on Fiscal Responsibility and 
Budget Management). But sources say 
this will need a constitutional amend- 
ment and may result in excessive bur- 
den on the taxpayers and multiplicity of 
L7] 


ommended by the Finance Com- | authorities. 


mission. In this, a higher percentage of | 


the share may be given to 
the states. The benefit is 
a single collection agency 
and no multiplicity of 
authority. 

W The second alternative 
could be a negative list (a 
list of services which will 
not be taxed), a list of ser- 
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A.B. 





of fire 


power, etc.) among others. “The min- 
istry will work out the revenue lost on 
various exemptions with a view to see 
which ones can be removed to widen 
the tax base,” said a source. 

The Parthasarathi Shome report 
(Tax Policy and Tax Administration 
For The Tenth Plan, May 2001) had 
estimated how much revenue could 
be raised from removal and rationali- 
sation of various savings incentives. 

The package worked out by the 
committee would have augmented 
collections from removal of various 
savings incentives by around Rs 7,700 
crore a year then. Some of these have 
been done away with since. 


ee 





ACTION BEGINS 


AWYERS, doc- 
tors, nursing 
homes, hospi- 


tals, educational insti- 
tutions are some new 
services that are being 
considered for inclusion in the service 
tax list in the coming Union Budget. 


Ministry sources say it is imperative to 


expand the services base dramatically. 
It has been looking at the possibility 
of making the list of services exclusion- 
ary rather than inclusionary, as at pre- 
sent. Besides not realising collection po- 
tential, this selective approach has led to 
numerous litigation cases and paper- 
work. Over 300 cases are pending in 
courts where one service provider or the 
other has challenged the levy or ques- 
tioned the validity of the tax when a ser- 
vice of a similar nature is exempt. 
“Tailors, barbers, lawyers. There is 
no reason why services provided by 





Widening 
the net 


Based on selected backward 
states, the Shome report points 
points to estimates that indicate that 
the loss on account of the backward 
area allowance works out to around 
Rs 356 crore a year. 

The figure was, however, expected 
to be higher, since it did not take into 
account revenue lost from industries 
in the backward districts of non- 
backward states. 

“Often the revenue cost is wasted 
because incentives go to investments 
that would have been made anyway,” 
points out an official. The report had 
worked out that the rationalisation of 
incentives for charitable trusts and 
non-profit organisations will lead to 
an estimated savings of around 
Rs 5,750 crore (for the year 2000-01) 
for the exchequer. 

ANJULI BHARGAVA 





even private doctors 
should not be liable to 
a tax,” says a senior fi- 
nance ministry offi- 
cial. A doctor, for in- 
stance, can charge you 
| Rs 500 as consulting fee. On this a 5 per 
| cent tax will be Rs 25. 
| Now, the doctor can either readjust 
| his fees to keep his earnings at Rs 500 or 
he can pay the tax and earn only Rs 475. 
Chances are he'll pass on the burden 
without batting an eyelid. 
An analysis of the composition of 
service tax collections shows that dur- 
ing 2004-05, about 28.5 per cent of the 
total collection is to come from the 13 
| new services added this year. 
|, . Ofthe58 existing services (under the 
| service tax net), seven services (tele- 
phones, insurance, brokerage, consult- 
ing engineers, insurance auxiliary ser- 
| vices, banking and financial services 
and port services) are ex- 
pected to contribute as 
much as 47 per cent of 
the total collection of 
Rs 14,150 crore this year. 
Till October 2004, 
Rs 5,951 crore was col- 
lected from this tax. E 
A.B. 
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MAHINDRA & MAHINDRA 


The French 
connection 


MBOLDENED by the suc- 
cess of the multiutility vehi- 
cle Scorpio and fast-grow- 
ing sales of tractors, automaker 
Mahindra and Mahindra (M&M) is 
taking its second big plunge. The 
company is talking with Renault of 
France to launch the latter's sa- 
loon, Logan, in India by 2006. 
M&M's spokesperson said he 
has not heard anything on this 
matter yet. However, an industry 
expert says that Renault has con- 
firmed that the talks are on. Ear- 
lier, the French automaker had 
been in talks with Tata Motors to 
launch the same car in India, but 
Ratan Tata vetoed the deal as it 





would have meant bringing in com- 
petition for Tata Motors' Indigo. 

If the tie-up happens, M&M will 
be on the right track. Like the In- 
dica, the Renault Logan was built 
from scratch with one motive — 
build a low-priced car for emerging 
markets. The car, a four-door, five- 
seater saloon, was first launched 
in Romania at a price of 5,000 eu- 
ros (approximately Rs 2.85 lakh). If 
the Logan is priced at an entry 
price of Rs 4 lakh in India, it will be 
the cheapest mid-size car in India, 
cheaper than Tata Motors' cate- 
gory leader Indigo as well as the 
base versions of Maruti Udyog's 
Esteem, Ford India's Ikon and Gen- 
eral Motors' Opel Corsa. 

To Anand Mahindra, a car is im- 
portant. M&M's mainstay has 
been tractors and rugged utility ve- 
hicles, and it has not been present 
in the biggest segment of the four- 





TWO months ago, Honda Motorcycle & 
Scooter India launched its first motorcy- 
cle for India, the 150-cc Unicorn. Even 
now it has a two-month wait list. HMSI 
president and CEO Yukihiro Aoshima 
(L) and sales and marketing director 
Kojiro Iguchi tell BW's Rajeev Dubey 
and Aarti Kothari the secrets of Unicorn. 


m What is your concept to launch time? 
Did you employ Indian design, engineering 
and testing facilities? 

At HMSI, we plan most of the products 
from scratch. And that's why we take 
about two years. If we use existing en- 
gine or basic framework, it takes about a 
year. We have our own R&D in every 
country. In India we have a Honda R&D 
centre in Gurgaon. It initially did the 


HEN all the focus is on Indian 
W IT and manufacturing compa- 

nies leaving a global footprint, 
Kotak Mahindra Bank could lend some 
variety to the picture as the next Indian 
story going global. 

Last month, it became the first In- 
dian investment bank involved in the 
listing of an international company. 
Uday Kotak's bank was one of the co- 
managers for Hutchison Telecom Inter- 
national (HTIL)'s initial public offering. 
HTIL, a newly-created subsidiary of Hong 
Kong-based Hutchison Whampoa, was 
listed in Hong Kong and New York. The 
issue was lead managed by Goldman 
Sachs. Ajay Sondhi, vice-chairman and 
managing director, Kotak Mahindra, 
says that the bank booked about 20 per 
cent of the book, the largest among all 
the co-managers. "India was one of the 
biggest value drivers in the HTIL story. 
Many investors wanted to understand 








| India," says Sondhi. 


. overseas. Despite the 


. the UK. This allows it to 





| overseas. 


market research, but is beginning to 
play a bigger role. [In Europe, the US 
and Asean, local R&D often does the 
styling, but the engine is from Japan... 
In 3-4 years, Indias R&D could begin 
modifying the look of the products. 


& Can you tell us about the research that 
goes into making a product. 

You need to know the customers' needs 
and desires. Some are clear, some hid- 
den. We meet them, go to their houses, 
see their lifestyle and usage, and only 
then come to know what kind of prod- 
uct is required. Our sample varies from 
500-2,000 for every model. 


m What is the global price benchmark for 
this kind (150cc) of bike? 


I cant say exactly, but our 
prices are competitive. They're 
about 80 per cent of those 
charged by our competitors. 


m What percentage of the bike 
is done inside the factory? 
Frame, engine parts, basically 
those parts critical to quality. 








m What's the marketing strat- 
egy you're going to adopt? 

It's early days for us. The 
strongest promotion is the word of 
mouth. Awareness about HMSI is still 
low. Of our potential customers, 7-8 per 
cent could define our symbol, the wing 
mark, although awareness about 
Honda is 70 per cent. That's why we are 
now trying to build our brand image 
(the wing). 


DILEEP PRAMASH 


& How big is your dealership network? 


At present, it's 241 dealers in 200 cities. 


m How do you want to compete? 
[We have competitors like] Bajaj, TVS, 
Suzuki, Kawasaki and Yamaha. Yet, by 


. 2010, we, along with Hero Honda, want 


to have 50 per cent share of the Indian 
two-wheeler market. To do that, we'll try 
to bring in attractive products. ii 


INVESTMENT BANKING 


Kotak’s global salvo 


the India story and that’s where we 
added value. That's because we also 
know the global investors interested in 





The HTIL deal was part of the Indian 
bank's strategy to 
carve a niche for itself 


association with Gold- 
man Sachs, it plans to 
use the Kotak brand in 
overseas markets. It is 
the only Indian mer- 
chant banker which 
has a licence to distrib- 
ute both in the US and 


use the Kotak brand 


SANJIT KUNDU 
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Typically, the larger deals are han- 


dled by Goldman Sachs, but there is an 
entire spectrum of sub-$100 million 
deals which are too small for it (Gold- 
man Sachs) to handle. This is where Ko- 


tak is trying to build its 
brand and expertise. A 
typical deal is the $30- 
million GDR issue by 
LIC Housing Finance, 
which was listed in Lux- 
embourg and handled 
by Kotak and CLSA. 
"Wherever there is an 
Indian link, we would 
like to be involved," 
says Sondhi. * 
RADHIKA DHAWAN & 
VIKAS DHOOT 
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POLITICS 


Cleaved down the middle 


Hardliners and moderates battle for supremacy in the Sangh parivar 


T would be easy to dismiss saf- 

fron sanyasin Uma Bharti's clash 

with BJP president L.K. Advani as 

yet another display of her infa- 

mous temper. At a superficial 

level, it is. But looking beyond the per- 

sonalities, what happened last week at 

the BJP headquarters in full view of tele- 

vision cameras is symptomatic of a dee- 
per malaise afflicting the saffron forces. 

Today, the Sangh parivar is locked in 

an intense power struggle starting right 

at the top of the Rashtriya Swayamsevak 

Sangh (RSS) itself. On one side is the 

sarsangchalak, K. Sudershan, who, after 

six years of kowtowing to the Vajpayee 


government, is trying to reclaim his po- | 


sition at the head of the parivar. On the 
other side are those who were the sup- 
port systems of the erstwhile Vajpayee 
government and who, from the safety of 
BJP ramparts, are now trying to stave off 


Sudershan. They include Sangh leader | 


H.V. Sheshadri and RSS man Madan 
Das Devi, who is to oversee the BJP. 
Ironically, Advani's ascension as BJP 
president has proved to be a flashpoint. 
It was a virtual coup for the Sheshadri- 


Madan Das duo and kept Sudershan's | 


candidate, former HRD minister Murli 
Manohar Joshi, out. Although Advani 
broke precedent by flying to Nagpur to 





Organiser is edited by a former Joshi 
aide R. Balashankar. 

The falling out between Sudershan 
and Advani is a particularly bitter one. 
They were very close once and in Suder- 
shan' battle with Vajpayee, it was Ad- 
vani who played peacemaker. The 
equation started changing after Vaj- 
payee shrewdly co-opted Advani by ap- 
pointing him deputy prime minister in 
his government. As Advani moved 
closer to Vajpayee and his backers in the 
RSS, Joshi moved in to fill the void he left 
behind in the Sudershan camp. 

The line-up is clear and BJP circles 
gloomily predict that the tussle between 
the two campsis likely to intensify in the 
coming months. And with the BJP un- 

likely to make electoral gains 


| attend the Sangh's Dusshera — That's not the in the assembly polls sched- 

bash, his first as party presi- — way: BJP chief uled over the next two years, it 
dent, Sudershan has clearly LK. Advani (R) can only get worse. 

not taken his olive branch. seems to be According to some re- 

There are several pointers telling RSS boss ports, efforts are on to per- 

to the storm that's threaten- K, Sudershan suade Sudershan to step 


ing to break over the saffron 

family. Bharti's emotional tirade against 
Advani and the BJP was one. She, along 
with her mentors K, Govindacharya and 
S. Gurumurthy, are firmly in the Suder- 
shan camp. BJP circles feel she would 
not have dared to take on Advani the 
way she did unless she was confident of 
Sudershans support. 

Then came the Vishwa Hindu Pari- 
shad's (VHP) unprecedented boycott of 
a meeting called by the RSS that Advani 
was to attend. VHP leaders apparently 
refused to attend any such meeting as 
long as Advani remains BJP chief. Again, 
the VHP is squarely in the Sudershan 


camp and its leaders Ashok Singhal and | 


Giriraj Kishore are known to be close to 
both the RSS chief and Joshi. 
The latest is a blistering editorial in 


the RSS mouthpiece, Organiser, which | 
| within the RSS. It's a struggle that will be 


lambasted Advani for trying to do a real- 
ity show in front of television cameras. 
Absolving Bharti of any blame for the 
sordid scene, it criticised Advani for try- 
ing to play to the gallery. As it happens, 
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| tics accordingly. 


down so that a younger 
sarsangchalak can be appointed. This is 
clearly a ploy by the rival camp to ap- 
point someone who would be more 
amenable and more in tune with the 
BJP's political needs. 

There is no escaping the reality of 
coalition politics. While the BJP will con- 
tinue to pay lip service to Hindutva, the 
mandir issue clearly cannot be its dri- 
ving agenda. For Sudershan, the VHP 
Joshi, Govindacharya and Bharti, this is 
a repudiation of what they stand for. 
And if the BJP goes the moderate way, as 
desired by Vajpayee, Sheshadri and 
Madan Das Devi, the Sudershan camp 
followers will have little or no role to play 
in its future politics. 

The shape of things to come in the 
main opposition party depends on the 
outcome of the ongoing tug-of-war 


closely followed by the Congress and the 
Left, which will shape their future poli- 
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LOCAL GOVERNANCE 


A CURE for 
urban problems 


ANKRUPTCY, lack of account- 
ability, multiple agencies and 
unfinished projects. Frus- 
tratingly familiar traits of urban 
local bodies (ULBs) in India. Now the 
Union Ministry of Urban Employment 
and Poverty Alleviation, which oversees 
the policies for development of urban 
areas, wants to change that. 

It proposes to launch a national mis- 
sion for urban renewal with reforms 
that all ULBs will have to execute. This 
plan, aptly called CURE 
(Common Urban Reform El- 
ements), hopes to get some 
order into the functioning of 
municipalities across the 
country. It would look to 
tackle the four big issues — 
better financial manage- 
ment, increased citizens 
participation, multiplicity of 
parastatals and transparency 
of municipal bodies. (See 
"The Formula’) 

There would be indepen- 
dent implementation of 
funding initiatives by gov- 
ernment agencies. They 
would use CURE reforms as 
building blocks for urban 
transformation. "The idea is 
to recognise ground realities 
and weave in a common set 
of reform steps," says an offi- 
cial in charge of implement- 
ing the process. CURE will be 
a step forward from the seventy-fourth 
amendment to the Constitution, which 
redefined the role, powers, functions 
and sources of funds for ULBs. 

Institutionalising citizens participa- 
tion would be the trickiest bit. Ward 
committees, institutional arrangements 
for decision-making in urban areas, 
have become politicised and, hence, 
dysfunctional. So the new reforms pro- 
pose area sabhas and ward sabhas along 
the lines of local governance bodies in 
the rural areas. 





















Introduce double entr akan system 
by making all municipalities use fund-based 
accounting systems (F-Bas) along the lines 
of Bangalore municipality. 


Disclosure laws 


Better disclosure norms for ULBs by amending 
the municipal act. 


Citizen participation laws 


Institutionalise citizens participation through 
legistation not via ward committees, which 
are currently dysfunctional, but through area 
sabhas and ward sabhas 


Streamline institutional arrangements 


More clearly defined principal-agency 
relationships between ULBs and parastatal 
service providers. They need not necessarily 
be integrated under one roof. 


Enacting disclosure laws would 
mean changing the Municipal Act to in- 
clude things like preparation of finan- 
cial plans for municipalities, compila- 
tion of ward-level budgets, and release 
of quarterly performance information. 

CURE is part of a larger urban re- 
newal idea planned by the ministry. The 
policy wants to integrate ULBs that 
function in cities and bring them to- 
gether according to the seventy-fourth 
amendment. The same applies to urban 
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development schemes. The idea is to 
bring them under the common national 
urban renewal fund (NURF). 

Ministry officials have made a pre- 
sentation to the Planning Commission 
and its feedback has been positive. “We 
are hoping to get CURE and the rest of 
the urban renewal plan off the ground 
by the end of this year,” says a ministry 
official. That would be a welcome new 
year's gift for the 300 million citizens of 
urban India. e 
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S the bull market in petroleum 
over? Can we sit back and enjoy 
again the forgotten pleasures of 


that the recent drop in oil prices — 
from $55 to $47 for a barrel of 
Brent crude — is the real thing. But 
is it really? 

The US Department of Energy's 
new data on American inventories 
(which excludes the strategic 
petroleum reserve) makes for 
happy reading. Inventories in the 
first week of November were 966.7 
million barrels, which is close to the 
two-year average. This data has 
done a lot to cool the speculative 
ardour of the hedge funds. 

Meanwhile, the US energy 
department's publication, This 
Week In Petroleum, warns that 
recent declines in the global price 
of oil “were essentially just a 
sequence in the longer-term trend 
of rising crude oil prices”. The long- 
term fundamentals haven't quite 
changed. 

So, has the Indian government 
been a little too hasty in cutting fuel 
prices? Is it more politics than 
economics? 


BS 


HE rupee has been on a roll 

over the past few weeks. At the 
time this column was being written, 
it was just a touch short of Rs 45 to 
a dollar. The question is: How much 
further can it go? 

Forecasting currency values is a 
dangerous business. But a new 
paper by Maurice Obstfeld of the 
University of California and Kenneth 
Rogoff of Harvard University does 
offer us some clues. Four years 
ago, the two economists had said 
that the dollar will have to drop by 
12 per cent to 14 per cent if the US 
current account deficit was to be 
wiped out. In the intervening years, 
that deficit has shot up — from 4.4 


by Niranjan Rajadhyaksha 


| per cent to 5.5 per cent of US GDP 


Now, Obstfeld and Rogoff have 
revisited the issue. They now say 
that “the potential collapse of the 
dollar becomes considerably larger 
— more than 50 per cent larger — 
than our previous estimates”. This 
means that the dollar will have to 
lose 20 per cent of its real value, if 
the drop is gradual. In case there is 
a sudden drop, the US currency 
may overshoot its fair value. It 


| could then lose 40 per cent of its 


| 
| 


value. Rogoff told The Economist: 
“The world is set to jump off the top 
of a waterfall without knowing how 
deep the water is below.” 

Let's say we assume that the 
rupee-dollar rate mirrors this trend. 
It would mean that the rupee could 
end up trading at between Rs 27 
and Rs 36 to a dollar. What will this 
huge change mean for companies, 


|, consumers and investors? 


Æ 


HE number of trade agreements 
have increased six-fold since 


_ the early eighties and, at present, 


cover one-third of global trade. 
India, too, has either signed or 
is negotiating many such 


| preferential agreements. There was 
the one with Thailand and the one 


with Singapore — its scope was 
wider — more recently. 

In a new report, however, the 
World Bank has wamed that FTAs 
can support growth and reduce 
poverty only if they are part of an 
overall strategy to reduce 
protection. Else, FTAs will only 
divert existing trade rather than 
create new types of trade. 
“Regional trade agreements offer 
some benefits to some developing 
countries, provided they do not 
occur behind a wall of protection,” 
said Francois Bourguignon, the 
Bank's senior vice-president for 


. development economics and chief 


economist, recently. a 


BUSINESSWORLD 16 29 NOVEMBER 2004 


XCISE collections in the cur- 

rent financial are giving the fi- 

nance ministry a headache. 

But, if things go well on some 
other fronts, a substantial portion of the 
shortfall may be made up. 

Total excise collections this year are 
budgeted at Rs 108,500 crore, 19.35 per 
cent more than last year (percentage in- 
crease of Budget estimates 2004-05 over 
actuals of 2003-04). Till October, collec- 
tions are at Rs 52,685 crore against a tar- 
get of Rs 57,178 crore, a shortfall of Rs 
4,493 crore. By the year end, the short- 
fall, ministry officials say, could go up to 
Rs 7,000 crore-8,000 crore. 

But a part of this shortfall can be 
made by an increased collection due to 
the rise in crude prices. It is estimated 
that an additional Rs 1,000 crore-1,500 
crore will come in on this count, Rs 
1,000 crore-1,500 crore extra is expected 
to come in due to buoyancy in service 
tax including the new services added 
this year (these services have started to 
be taxed only after 10 September). In ad- 
dition to this, the task force on recovery 
of indirect tax arrears has also been put 
in motion and around Rs 2,000 crore- 
2,500 crore is expected from such ar- 
rears this year. In other words, around 


ENERGY 


The co(a)ld 
shoulder 


HEN the standing linkage 
committee (long-term) of 
the govemment's coal min- 
istry met last month after a year-long 
hiatus, it had surprises in store for 
many. Five independent power pro- 
ducers and 10 cement plants were 
refused fresh allocation of coal link- 
ages. Some of the units hit are Ster- 
lite Optical Technology and Bhadra- 
vati Thermal Power (See ‘Affected 
units’ for the complete list). 

The linkages committee had been 
in a state of limbo due to the sudden 
departure of Shibu Soren from the 
ministerial arena. Now with the min- 
istry reporting directly to Prime Minis- 
ter Manmohan Singh, many long- 
standing issues have been unra- 
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EXCISE COLLECTIONS 


Fingers crossed 





crude prices 





new services) 


Graphics: ASHISH SAHI 


Rs 5,000 crore-5,500 crore of the total 
shortfall could be made up on these 
counts. "We are keeping our fingers 
crossed that a substantial portion of the 
shortfall can be made up on these three 
counts," said an official. 


reasons for the shortfall could be a 
higher than normal growth rate set for 
excise duty collection (19.35 per cent). 
"The normal growth rate in excise col- 
lections has been 11-12 per cent, so this 
year the rate has been pegged some- 
what higher," said a source, adding that 


Affected units 
Cement 


Power 


Normally private sector operators are 
either granted blocks by the ministry or 
get linked to other PSU projects for ac- 
cess to coal reserves. If private parties 
do not use their entire quota, it is real- 
located through the linkage or sold in 


Saving grace 
9 Increased collection due to higher 


€ Buoyancy in service tax (including 


€ Recovery of indirect tax arrears 
Total collections Rs 5, 000-5, 500 c crore 















the growth rate for customs duties had 
been pegged only at 11.6 per cent. In the 
case of service tax, the growth rate was 
kept much higher at 79 per cent, but 
that is because the service tax rate was 


. increased from 8 per cent to 10 per cent 
Ministry sources said that one of the | 


and 13 new services were added. 

The officials said that they would 
also improve scrutiny and audit of com- 
panies in sectors that are showing a fall 


| in revenue collections. These include 


iron and steel, two-wheelers and petro- 
leum products. LI 
ANJULI BHARGAVA 


Scheme (OSS) at a 
higher price. So 
others who need 
coal either have to 
import it or source 
it through the OSS. 
The linkages com- 
mittee was trying to 
ance as the direc- 
tive is to accept or 
reject applications rather than just sit 
on them. 

A decisive factor was also the fact 
that even if Coal India and other com- 
panies meet their targets in 2006-07 
and 2011-12, the shortfall in coal out- 
put will still be 55 million tonnes and 
95 million tonnes, respectively. So new 
allocations would have to be decided 
upon very stringently. & 
PALLAVI ROY 
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e TCI 
Discovery Truck trackers 
h | HE trucking industry is going 
C anne high tech. The Rs 632-crore 
Transport Corporation of In- 
work in novel drug development. They dia (TCI) is the first company in In- 
come from UK, the US and Canada, ei- dia that is using mobile communi- 
ther from MNCs or from academic insti- cations and Global Positioning 
tutions,” says Swati Piramal, director, System to track its vehicles. So its 
= Nicholas Piramal. key clients, including Bajaj Auto, 
3 Scientists from Nicholass existing Maruti Udyog, Cadbury's and 
centres like the 30-vear-old facility that Bharat Shell know where their 
PAEAN invoking scientific | it bought from German major Hoechst goods are in real time. 
glory, a science anthem writ- | will work from here. Spread over 300,000 GPS receivers and GSM mo- 
ten by Rabindranath Tagore | square feet with modern equipment, dems on 250 of TCI's 700 trucks 
for the inauguration of the | thecentre has been set up at one-fifth send out their locations to the Delhi 
Bose Research Institute in 1917, was | thecost of a comparable facility in the office. It allows monitoring of vehi- 


rendered at the inaugural of the R&D 
centre of the Rs 1,300-crore Nicholas Pi- 


US, says Somesh Sharma its chief scien- 
tific officer. Its focus is to discover 





cle speed, time delays at check- 
posts and fleet management. It 















ramal India (NPIL). No effort wasspared | promising compounds in cardiovascu- can even relay data on the temper- 
to make the inauguration of the Nicho- | lar, diabetes, inflammation and oncol- ature within chilled trucks. 
las Piramal Research Centre, its state-of- | ogy therapy areas. The company collab- Says TCI executive director Vi- 
the-art setup in Mumbai, memorablein | orates with a number of government neet Agarwal: "Thanks to the sys- 
the presence of the first scientist presi- | labs and universities for the purpose. It tem, we are improving the turn- 
dent of India, A.PJ. Abdul Kalam. currently has two promising new cancer around time of trucks. Even if we do 
With an investment of Rs 100 crore, | drugs, and one for inflammation in ad- one more trip a month per truck, it 
the facility is set to house over 400 (cur- | vanced stages of drug discovery. They is a huge advantage." Now it plans 
rently 250 on rolls) scientists to workon | will still have to go through elaborate to install the facility on all its trucks. 
generating NPILS proprietary research. | human trials to prove that they are safe And clients are happier than ever. 
"Thirty of the scientists have relocated | and effective in humans. a ANUP JAYARAM 
to India in a reverse of brain drain to GINA S. KRISHNAN & GAURI KAMATH 
T HE New York Stock Exchange — | LONDON STOCK EXCHANGE 
(NYSE) and Nasdaq are the | . . 
bourses of choice forbigindian ^ Calling mid caps and small caps 
firms listing abroad. So London Stock 
Exchange (LSE) is targeting the mid- | ence," says Tracey Pierce, head-inter- | native source of capital. But, says 
cap and small-cap companies. Ithas — | national business development, LSE. Enam Financial Consultants' S. Subra- 
been hardselling its Alternate Invest- — Some investment bankers say in- manian, it would make sense for smal- 
ment Market (AIM), which allows com- | dustries whose business modelis not | lerfirms to generate more liquidity in 
panies in their growing phase to raise | widely understood could use an alter- | the Indian market, rather than frag- 
capital. Listing on AIM (936 |. ment the floating stock 
companies, total market at various exchanges. 
Se $46 bilion) ls sesler What it we iid list at... ha ieee ecce MR 
than most places. (See Smallcap  SE-Main  SE-Main SE- AIM ly tracked mid-cap firms 
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looking at companies with est (and cash) abroad,” 
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TRIBUTE BY PRAMATH RAJ SINHA 


As the principal secretary to the P. V. 
Narasimha Rao government, Amar Nath 
Varma was one of the key people who 
scripted India's liberalisation story. His 
administrative experience and knowl- 
edge of the planning process helped 
the Rao-Manmohan team create the 
reforms roadmap with the mini- 
mum of adverse impact on the poor, 
in the face of stiff political 

opposition and bureaucratic scepti- 
cism. Varma was also chairman of 
the Steering Committee on Economic 
Reforms during this crucial period and 
had the foresight to set up the Foreign 
Investment Promotion Board, which he 
also chaired. Pramath Raj Sinha is principal, 
McKinsey & Company. 


government, but your humility left the first and 
lasting impression — many who came to ex- 
press their condolences recall how you 
would walk them out of your PMO office 
when they visited vou. Former Army 
chief General S.E Rodrigues said he 
was surprised to see such humanity in 
a person 'on the other side of the 
table' and always went back feeling 
that you would do the right thing for 
his jawans. 
Your judgement and humility car- 
ried over to your professionalism — a 
word not used often to describe a bu- 
reaucrat. Remember how everyone said 
"^ yougotaraw deal being made member 
5^ secretary, Planning Commission, having 
been superseded for the Cabinet secretary's 
post. Years later, when I was going through a 
UR last conversation remained A.N. VARMA rough patch, you told me: "These are the 
unfinished. It was going to be (1933-2004) times that you should use to learn and build 










'man-to-man, you had said with for the future. It was preparing the eighth 

your winsome smile, but we could Five-Year Plan in the Planning Commission that equipped 

only complete your half of it, before the me for the PMO job, giving me an integrated perspective 
pain came back. and the conviction to drive the reforms process against all 


I meant to tell you why you meant so much to me. Af- | odds.” You got your due when Narasimha Rao picked you 
ter all, you were not just my father-in-law. It is difficult to as his principal secretary. 





describe the bond we shared. You were my best friend, my That was also a difficult time. You worked 18-hour 
inspiration and role model. In my quest to understand days for weeks on end. "Why?' we asked. "For my grand- 
leadership, I realised the best example was rightinfrontof | children,” you said, "for their future in this country.” Re- 
me — you. cently, you talked about the challenges you had faced — 
When he came to pay you his last respects, Mr entrenched socialist thinking, political brinkmanship, 
Narasimha Rao said: "I must have worked with thousands | broken promises, a demolished mosque, a beleaguered 
of bureaucrats in my time... Varma was unbeatable.” I, | and principled leader deserted by his own people. 
too, will say that you were the sharpest mind I have met. A few months before the end of his tenure, Mr Rao of- 
You always managed to break down a problem and drive | fered you a post-retirement role of your choice. Despite a 
straight to the key insight. Your judgement was always | lotof pressure from family and friends, you said: “I have to 


right on, honed by years of experience. Theclarity ofyour | stick with him till the end." After you stepped down, you 
thinking made most problems appear simple, and thean- | turned down several positions that various corporations 


swers obvious. This was reflected in your writings: "In _ offered to you because you would not consider getting an 
evolving the [reforms] package the administrative input— | exemption from the two-year moratorium imposed by 
as distinct from economic theory — resulted intheadop- | the government. But all your colleagues have done it, 
tion ofa gradual and sequenced process of liberalisation.. | people would say. You would stump them by saying: "I 
contrasted with the 'big-bang' approach of economic re- thought you were more intelligent!" 

forms adopted by other countries. Another significant You fought hard in the battle for your life. In the last 





feature of this package was recognition of the fact thatthe | days, you told me: "I was lucky to have some very good 
social sector would continue to remain the responsibility | friends." I never did get to ask you if you counted me 


of the State... While critics at that time felt that this was a among them. As for me, these lines by W.H. Auden best 
manifestation of inability to break away from the pastand | describe what I feel: 

to the extent possible accommodate vested interests by He was my North, my South, my East and West, 

not dismantling the Planning Commission, subsequent | My working week and my Sunday rest, 

events in some parts of the world have justified the adop- | My noon, my midnight, my talk, my song, 


tion of what was called the ‘middle-path.” I thought that love would last forever: I was wrong. 
The media once called you the most powerful manin | Farewell, my friend. I miss you. m 
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Now you can be the leader of 
your industry. 


The no. 1 choice for leading organizations worldwide, 
the Canon copier is your perfect business companion, 
trusted for its uncompromising reliability and 
technological superiority. Engineered for high 
performance and speed, with unsurpassable print 
quality, it is ideal for both small and large corporations 
looking for increased productivity and an enhanced 
competitive advantage 

Furthermore, as the World's Best Selling Copier’, 
Canon has the honour of being the worldwide market 
share leader for 2003. So, invest in a world renowned 
Canon copier now, and lead your business to 
unprecedented heights. 


Call Canon at 16500 33 33 66 ar vis 
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COPIER 


Canon Color imageRUNNER* series 
Color up your workspace. The new Canon Color 
imageRUNNER" series is the multifunctional top 
performer, with exceptional looks and stunning print 
capabilities. Print, scan or copy over your network and 
the Internet, in cost-saving block and white, as well as 
full color, anytime on demand. Gain o competifive 
upper hond, and impress your business clients with 


extraordinary proposals and presentations 


*Source: according to "Gartner Dataquest, mo 
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POST iTS 


THE ANTHRO BYTE It is semiotics in 
another form. Anthropologists are still 
studying human cultures and societies, 
but with a difference these days. Of late 
some of them have deserted the 
bushmen to study the modern techno- 
man and how he is adapting to gadgets. 

Companies like Intel, IBM, HP, Nokia, 
and Whirlpool are hiring 
anthropologists to study how people 
from Beijing to Bangalore use their 
computers, cell phones or washing 
machines. While geeks can come 
up with new products to help 
speed up washing clothes, 
making calls or checking 
mails on various 
devices, whether 
people use the 
products depends on how comfortable they 
are in adapting to new devices. So, to understand Asian 
markets better, Intel sent anthropologist Genevieve Bell to over 
100 homes across the region. This included 15 households in 
India. This was done to study how people use computers and 
cell phones. 

Bell, a senior researcher in the People and Practices 
Research Lab at Intel, came up with some surprising findings. 
Like Muslims in Malaysia using GPS technology to find Mecca 
at prayer time and cell phones being blessed at temples in 
India because they are such an integral part of people's lives 
and identities. "The only way to make sense of people's 
relationship with technology is to make sense of their broader 
cultural patterns," says Bell. Inputs from Bell and 
anthropologists at other companies (Whirlpool has five) help 
bridge the gap between the lab and the local market. So along 
with geeks expect more anthropologists to visit India as 
multinationals try to understand subtle differences in lifestyles 
from one state to another. 


ASHISH SAHI 





ADVERTISING & MARKE 


HUMMING THE LOCAL TUNE Who's advertising on radio? 
Retailers and local advertisers. According to AdEx India, a divi- 
sion of TAM Media Research, local advertising averaged more 
than 70 per cent of the ad spends on 14 major private radio 
stations in four metros. Not surprisingly, radio competes directly 
with print on advertising. So retail, 
real estate, car and educational ad- 
vertising dominated adspend on ra- 
dio between July and September 
2004, the period for the first radio 
adtrack. AdEx launched it last week 
: in technical collaboration with US- 
based RCS Inc. The radio track is the 
5 first of its kind in India and sits well 
with AdEx's newspaper, magazine 
and television advertising tracks. 











BEER BATTLES 


The dark horse 





is is how Zingaro will plug into small towns 


T has a strange name. It was the fourth brand in its cate- 
gory. Yet we are writing about it. That is because Zingaro, 
from the Italian word Zingaressa, meaning tribe of 
horsemen, has raced very fast to become the fastest 
growing strong beer in India. The Rs 80-crore brand has 
grown at over 40 per cent in volumes in an industry that is 
growing at just about 8-10 per cent. What worked for it? 

Well, let's just say it's different. Zingaro is positioned as a 
light-hearted, strong beer, for sophisticated urban con- 
sumers, the SEC A&B types, who are traditionally not strong 
beer drinkers. Top-selling brands like Haywards 5000 and 
Knockout focus on the traditional strong beer drinkers, SEC 
C&D consumers. That means MABL (which owns the Zingaro 
brand) actually expanded the market in four years since it was 
launched. At Rs 250 crore it has now become the third largest 
beer company after the UB Group and Shaw Wallace. At 3.5 
million cases, Zingaro is behind Haywards 5000 (16 million 
cases), Kingfisher (10 million) and Knockout (5 million). 

It is a growth that will continue. Remember that while 
strong beer constitutes less than 10 per cent of global beer 
consumption, in India it has hovered around one-third. This 
has more than doubled to 65 per cent of the 85 million-case 








MOVIN 


UNIL Patil, 39, is an un- 

likely hero. Yet as CEO he 
scripted, in part, Mukta-Ad- 
labs' success story in digital 
cinema. The JV between 
Subhash Ghai's Mukta Arts 
and Manmohan Shetty's Ad- 
labs Films went on to make 
India the country with the 
largest number of digital 
theatres in the world (See 
'Look whos watching, BW, 
15 March 2004). The former 
radiologist-turned-film dis- 
tributor will now try to do 
that and more for Ajay Bijli's 
PVR Cinemas. Patil joined 
PVR last month as COO 


will try to do 
a bit of what he did for 
Mukta-AdLabs, and 
lots more 


SAWIT KUNDU & TRIBHUWAN SHARMA 
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races ahead 


market in the last decade or so. The reason is the kick. “The 
price difference between strong and mild beer is nominal (in 
the range of Rs 5-8). Indian consumers prefer strong beer be- 
cause it gives them more value for money,” says Girish Shah, 
general manager, MABL. What he means is the high with 
strong beer (alcohol content 7.5 per cent) is better than the 
one with mild beer (alcohol content 4.5 per cent). 

The next big push will come from going where its com- 
petitors are — into C&D class markets. So this year MABL 
has upped marketing spends from about Rs 1 crore to a 
whopping Rs 12 crore. Almost half this money will go on 
mass media aimed at C&D class consumers, bang against 
Kingfisher and Knockout. Secondly, on the distribution front, 
the company is focusing primarily on the Southern and West- 
ern markets. That is because Maharashtra, Tamil Nadu and 
Andhra Pradesh account for nearly half the national alcohol 
sales. Says Ravi Kaza, vice-president (marketing), MABL: 
"Southern India accounts for 46 per cent of our business. Un- 
like north India, the tropical climate of the southern region 
ensures that beer is not a seasonal beverage." The company 
has been aggressive on the acquisition front, buying brew- 
eries in Andhra Pradesh, Tamil Nadu and Kerala. 

The money will come from one of its investors. MABL was 
founded in December 1999 as a three-way venture between 
United Breweries (UB), Scottish Newcastle and MABL’s man- 
agement team. UB and Scottish each hold 40 per cent share, 
while the management team holds the remaining 20 per cent. 
Scottish's portion of the equity, Rs 175 crore, is funding this 


push. So far Zingaro has grabbed the share of the market its ` 


competitors were not interested in. As it gets into Kingfisher's 
and Hayward's domain, the real battle will begin. Ww 
ADITYA KHANNA 


AROUND | 


seven-year lease and retrofit 


West) and CEO (digital cin- them with servers and digi- 
ema). Last heard: a Singa- tal projectors. Mukta-Ad- 
pore-based fund wanted a labs, on the other hand, 
stake in the project. leased the screening equip- 
Patil is mum on the digi- | ment for three years. So PVR 


(multiplexes, South and 





tal project. However, he does | is looking at the entire the- 
deny any conflict arising out | atre going experience, not 
ofthe factthathe isprivyto | just getting films into small 
Mukta-Adlabs' plans and towns on the first day of the 
will now roll out digital for release. Patil's other brief is 
PVR. That apparently is be- to bring down the costs of 
cause the PVR foray is signif- | settingup multiplexes from 
icantly different from the about Rs 80,000 per seat 
Mukta-Adlabs one. Bijli _ closer to Adlabs' Rs 35,000 
plans to take over old the- ^ | odd. Now, that will take 
atres screening Hindi films some heroism. © 
across the country ona VANITA KOHLI-KHANDEKAR 


AST time in Media 

Room, we had placed a 
small bet on Indian Idol be- 
ing a big one for Sony. Well, 
it may just be time for a ‘I 
told you so’. The talent hunt 
show has made it to the Top 
50 list in Hindi speaking 
markets for two weeks 
running 






now. According to 
TAM numbers, Sony's chan- 
nel share doubled from 2.8 
per cent to 5.5 per cent in 
the week the show was 
launched. Star lost share in 
that week. The show 
started with 5.8 on the rat- 
ing charts and has some in- 
teresting numbers espe- 
cially in Mumbai (9) and 
Delhi (8.3). It is clearly help- 
ing Sony inch up its share in 
the Hindi speaking markets, 
as well as nationally. Now 
the question is can Sony 
monetise it and sustain it. 


AN Newscorp become 

a company without Ru- 
pert Murdoch? The threat of 
John Malone's Liberty Me- 
dia becoming the second 
biggest, maybe, even the 
biggest voice on the Mur- 
doch-controlled Newscorp 
board is real. That is why 
Newscorp is willing to swal- 
low a 'poison pill', the Wall 
Street jargon for deliber- 
ately making a company 
unattractive to ward off a 
takeover threat. Liberty, 


. which already owns 9 per 


BUSINESSWORLD 23 29 NOVEMBER 2004 











| 
| 


| 


MEDIA ROOM 


cent of Newscorp, has set 
in motion a share option 
deal that will take its voting 
stock to 17 per cent. If 


Newscorp had not swal- 
lowed the poison pill earlier 


| this month, Liberty's share 


of voting stock could have 
gone up to 49 per 
cent, way over the 
30-odd per cent 
that the Murdoch 
family controls. So 


tained, for now. 
* 


here is good 
news for on- 


| line advertisers. Internet 


trade organisations across 
the world have agreed on 


. the standards for measur- 


ing online advertising, ac- 
cording to a news report in 
The Media Guardian. This 
will make it easier to com- 
pare online ad numbers to 
print and TV. The guidelines 
define an 'ad impression' 
online among other key pa- 
rameters to make the 
process of measuring how 
often an ad was clicked on, 
when, and so on easier. 
Hopefully, these standards 


| will soon come to India. 


Currently Indian online ad 
measurement is the Wild 
West in number terms. 
Websites can claim any- 
thing as long as someone 
believes them. But if it is to 
grow from Rs 70 crore to Rs 
280 crore in 2006-07, as 
predicted by the Intemet 
and Online Association, 
then standards are crucial. 
Except for Euro-RSCG sub- 
sidiary Media Turf, which 
serves banners for several 
websites, there is no source 
for numbers on what hap- 
pened to an onlinead. E 
VANITA KOHLI-KHANDEKAR 
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MAGINE travelling on a train that 
isn't owned and run by the Indian 
Railways. Imagine having a host of 
private rail operators to choose 
from, maybe even a high-cost, su- 
per-fast bullet train between two 
cities. Imagine getting off at a station 
that is managed by a private company. 
Unfortunately, it'll be some years be- 
fore rail passengers can get a modern 
and efficient service. But harried indus- 
trial users of freight trains may soon get 
some respite, especially those who use 
freight trains to ferry cargo from ports to 
hinterland India. That's quite a break- 
through for a country that has fiercely 
guarded its 63,000-kilometres long rail- 
way network from the private sector. 
Two weeks ago, for the first time the 
Indian Railways allowed a private com- 


pany to operate a train. Pipavav Rail | 
Corporation Limited (PRCL), the Nikhil 
Gandhi-owned rail company, was al- | 


Yojana (NRVY), estimated to cost 
Rs 15,000 crore. The plan involves 
strengthening the golden quadrila- 
teral and its diagonals, increasing port 
connectivity and constructing mega 
bridges. All this work has required the 
private sector to step in to help the gov- 
ernment execute these plans. 

Funding for these projects is essen- 
tially going to come from a combination 
of multilaterals —Asian Development 
Bank (ADB) and the World Bank, do- 
mestic financial institutions and public- 
private partnership arrangements. The 
ADB is reportedly ready to approve 
loans of up to $2 billion for NRVY pro- 
jects over the next 20 years, and the first 
tranche of $313 million has already 
been approved. In addition, Rs 1,090 
crore has already been allocated from 
Central funds for 2003-04. That's when 
the Ministry of Railways formed the 
Rail Vikas Nigam Limited (RVNL) as a 


There is more to 
railways than 
debates on 
earthen pots. 
Providing much- 
needed freight 
capacity, new 
private routes 
could lead the way 
for privatisation of 
Indias rails. 

By Supriya Kurane 


A PRIVATE PLAN FoR 






PUBLIC 


lowed to transport containerised cargo 
by rail from its port in Gujarat. This 
broke the 16 year-long monopoly of the 
government-owned logistics company 
(Concor). The trigger for this seems to 
bethe sheer inability ofthe public sector 
unit to provide additional rakes to re- 
lieve congestion at ports. For the last six 
months, there has been a logjam at 
Jawaharlal Nehru Port, India's most effi- 
cient port. Business worth thousands of 
crores was stuck, apparently because 
Concor could not provide enough trains 
to move the containers. The govern- 
ment is hoping that the private sector 
will increase capacity by bringing more 
wagons into the system and increase 
efficiency through competition. 
Although long overdue, this is 
only a baby step. The real big plan to 
woo private players in the rail sector 
is being chalked out. Last year, the 
Ministry of Railways launched a mega 
project called the National Rail Vikas 


RAILWAYS 


Contained’ trains, like: 
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ose of Pipavav Rail, 
ighlaqabad ICD 
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Private sector rail projects so far... 











INFRASTRUCTURE 


most. You just can't make 
money if you dont have 





= MA Ses x ee x pape 
:. HASSAN MANGALORE RA AILWAYS MUNDRA RAIL | PIPAVAV RAIL | — says R.K. Jain, exec- 
: tiv imo! Mund utive director of RVNL. In 
Hassan-Mangalore gauge eic st ai — M sois cili ; fact, a lew years ago, the 
conversion project, 198 km. | conversion (Kutch | project, 54 km conversion, then shipping secretary R. 
JV company K-RIDE has an Railway Company). from Mundra 264 km. Vasudevan is believed to 
equity split of: IR - 26%, Govt. Special purpose Port to Adipur. | Jy with Indian have offered all the ancient 
of Kamataka - 26% and I-Deck | vehicle (SPV) between | JV with Gujarat | Railways (IR). A private railways operating 
(IDFC) 4896. K-RIDE will do four | Rail Vikas Nigam Ltd., | Adani Portata | Rs 328-crore project | within ports like Mumbai 
projects (through individual Govt. of Gujarat and | costofRs 150 | to improve | and Cochin to the railways 
SFVS OF other financis Kandia Port Trust. A anc connectivity with for a princely sum of Re 1! 

EENID an come es —— gauge | Pipavav por If getting into railways 
EEE tem L oo (Gujarat. | doesnt make much busi- 


special purpose vehicle (SPV) to im- 
plement its plans through public- 
private partnerships. 

One year down and RVNL has al- 
ready has got its hands full. It has gota 
50 per cent stake in the Kutch Railway 
Company, a public-private partnership 
rail company it floated along with the 


port of Kandla, port of Mundra and the | 


government of Gujarat. It is also inviting 
bids from private parties for rail pro- 
jects, disbursing $313 million of the 
ADB loan, and preparing a multi-modal 
urban transportation plan for Hyder- 
abad. The idea behind all these initia- 
tives is the same — to get private players 
involved in the rail sector. 

So far, RVNL has evolved three mod- 
els for private sector participation. The 











DILEEP PRAMASH 





first is a pure private model like the 
Mundra port railway project, where the 
private party brings in the money and 
builds a dedicated railway line for its 
own traffic. The second is a build-own 
transfer (BOT) model where the private 
party only builds the railway line, and 
has no operational rights, and will be 
paid access charges by the railways for 
using their assets. Examples of this are 
the public-private partnership model 
like the Hassan-Mangalore railway pro- 
ject or the Kutch Railway, where an SPV 
is formed with a private company, the 
state government and RVNL. In this 
case, they build and maintain the rail- 
way line together, and the Indian Rail- 
ways operates trains on it. The third va- 
riety is what RVNL wants to push. The 
model is simple — for every project, it 
will form a joint venture with private 
parties and float an SPV which will oper- 
ate independently. The private party will 
bring in a large chunk of investment 
while the government, through RVNL, 
will back it with guarantees. 

Though the private sector has man- 
aged to make inroads into building rail- 
way lines, it will not operate trains. The 
operation of trains even on railway lines 
built by private players still rests with the 
government. "Building railway tracks is 
just the first half of the story. Until the 
government allows private players to 
operate on and own the rails they build, 
we can't really say that private rails are 
here," says Nikhil Naik, CEO, Mundra 
port. Pose this question to railway offi- 
cials and they have a legitimate sound- 
ing reason. “A railway line will be prof- 
itable only on large stretches, and 
currently all rail projects that the private 
sector is involved in are port connectiv- 
ity projects on a few 100 kilometres at 
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ness sense, then why are so 
many private parties interested? "We 
needed to connect our greenfield port 
with the rest of the country, and it would 
have taken much longer had we relied 
on the government to build the railway 
line,” says Bhavesh Gandhi, director, 
PRCL. For the railways, these strategic 
partnerships with ports make sense 
because of the assured traffic. When 
Pipavav Rail was commissioned in 
March 2003, it had guaranteed a traffic 
of 1 million tonnes in the first year of op- 
eration, and has met its targets. 

Internationally too, private railways 
have been operating in the US, UK and 
Japan for a while. For instance, the Ja- 
pan Railways — the successor of the 
Japanese National Railways, which was 
privatised in 1987— runs six regional 
passenger railway companies and a 
nationwide freight railway company. 
Iogether they operate a nationwide 
network of urban, regional and inter- 
regional train lines and bullet trains. 

RVNL has asked RITES (Rail India 
fechnical and Economic Services) to 
study the options for pushing up freight 
transport by rail. The report is not out 
yet, but it will seriously recommend ex- 
panding capacity through options like 
increasing the speed limit of freight 
trains from the existing 75 kmph to 100 
kmph. There is also talk of running dou 
ble decker-container trains, which 
automatically double capacity. 

There are lots of ideas, but the min- 
istry better start acting. An estimated 
Rs 24,000 crore over the next five years is 
required to upgrade and modernise the 
railway system, and the ministry is ask- 
ing for a budgetary support of Rs 10,000 
crore. Budgetary support or not, the pri 
vate sector might just be the answer to 
the railways' woes. And ours too n 






The author is consultant 
editor of The Telegraph 


Exports 
give a 
nation 
access to 
the huge 
world 
market 
and give 
foreign 
invest- 
mentan 
easy entry 
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Can India become 











a superpower? 


T THE recent Hindustan Times 
Leaders’ Summit, finance minis- 
ter P Chidambaram spoke about 
the prospect of India becoming 
a superpower. I was the chair- 
man. To liven up the proceedings, I asked him 
a question. The Indian economy grows at 


6.5 per cent without anyone's help. The previ- | 


ous Prime Minister used to talk about making 


India grow at 10 per cent. The present Prime | 
| Minister talks of 7-8 per cent growth, and 


makes it sound ambitious. Is your government 
interested in accelerating growth? Or is it in 
the business of redistributing poverty? Mr 
Chidambaram gave the answer that a responsi- 


ble finance minister could give: that accelerat- | 


ing growth to 10 per cent would require a rise in 
the savings rate to 40 per cent of GDP; while 
it would be great if we can raise it, it would 
be unrealistic to underestimate the difficulty 
of doing so. 

A good answer. For according to Harrod- 
Domar, the growth rate is the ratio of the invest- 
ment ratio and the capital output ratio. So with 


a capital-output ratio of 4, one would need an | 


investment ratio of 40 per cent of GDP to 
achieve 10 per cent growth. 
Remember, we are talking of investment ra- 


| tios here, not savings ratios. The savings ratio 


does not have to rise that high; a country can 
import capital. China is doing it on a vast scale; 
East Asian economies all did it in the 1990s. 
Both Manmohan Singh and Chidambaram are 


| conscious of this. That is why they keep defend- 


ing foreign investment against their Leftist al- 


| lies attacks. But at least, in their defence, they 


are dirigist. They talk of the need for foreign in- 
vestment in infrastructure; they cite the huge 
amounts of investment required for telecom- 
munications, power, roads and ports. 

That is where they may want foreign invest- 
ment tó go, but can they make it go there? Not if 
the foreign investors can help it. In telecommu- 
nications, there is only one foreign investor. Be- 
cause its partner, Essar, is always financially 








strained, Hutchison Whampoa has poured 
money into their telephone companies one 
way or another. It controls most of them; it has 
brought in money for most. Its competitors 
have tried to make things as difficult as possible 
for it; one way has been to lobby the gov- 
ernment not to allow foreign investment in 
telecommunications over 49 per cent. The 
limit on foreign investment keeps it out of this 
industry, which will need trillions in the com- 
ing years. And it is not the limit alone. The fact 
that the limit is determined by politicians, and 
that they can arbitrarily change the rules from 
one day to the next puts foreigners off. That 
is one reason why the Prime Minister is taking 
so much interest in infrastructure; he would 
like to find a less political and arbitrary way of 
regulating it. 

I think that a country cannot attract foreign 
capital in a big way if it tries to sequester the 
investment as we have done. Countries that 
have received much capital have allowed it 
in without industry and ownership restric- 
tions. Chinais an exception. But its own savings 
ratio is so high that it would grow more or less 
as fast without foreign investment. Its indus- 
tries are obscenely profitable. And it routinely 
turns a blind eye to infractions of its rules on 
foreign investment. 

A country that wants substantial foreign in- 
vestment first has to convince foreigners that it 
is a happening country, that it is growing fast, 
that there are profits to be made in it, that there 
are opportunities galore in it. And the way to do 
it is to grow thousands of profitable exporting 
firms. Exporters are inevitably in touch with 
foreigners — if they look fat and chubby, 
foreigners will get the message. To invest in 
an exporting firm, a foreigner simply has to give 
it credit. As long as the Reserve Bank does 
not interfere, exports by small firms will auto- 
matically bring in foreign investors. And once 
they come in, maybe we can get them inter- 
ested in infrastructure — or make infrastruc- 
ture interesting for them. E 
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O you remember what the Indian finan- 
cial landscape looked like ten years ago? 
There were a series of regulatory fences 
criss-crossing the area. These fences had 
created exclusive little enclosures; and 
most of the country's financing busi- 
nesses were run from these enclosures. 
The banks gave working capital. The financial institutions 
funded new projects. The insurance business was in the vice- 
like grip of two public sector monopolies. The Unit Trust of In- 
dia (UTI) lorded over the mutual fund business. Each group 
was a master of its own universe. 

The gales of financial sector reforms over the past decade 
have uprooted many of these outdated fences. Those who 
were boxed in were now free to roam. And roam they did. The 
financial institutions have become banks; the banks fund new 
projects; the private sector mutual funds have hammered 
away at UTI's monopoly; and their peers in the insurance 
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All figures in Rs crore. * SBI & Kotak non-life insurance figures not available. 


** Assets as on Oct 2004. # As on 11 
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business promise to do the same to the LIC and GIC empires. 
And, amid this energetic churn, India has seen the emergence 
ofa new crossover creature — the financial conglomerate. 
What is a financial conglomerate? It's actually quite sim- 
ple. A financial conglomerate is a company or a group of com- 
panies that have substantial interests in all sorts of financial 
businesses — banking, insurance, funds management, mu- 
tual funds and securities trading. However, a financial group 
with such a wide footprint is cause for both celebration and 
worry. The worries are different from those that are generated 
by traditional industrial conglomerates. The problem is not 
monopoly and consumer welfare. Its more serious: systemic 
risk. Regulators fear that the failure of a financial conglomer- 
ate can destabilise the entire financial system. So financial 
conglomerates have to be managed and regulated with great 
care. This is an issue we will return to a little later in the story. 
Four of India’s best-managed and most dynamic financial 
groups — HDFC, ICICI, SBI and Kotak Mahindra — are 
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Nov 2004. Note: Loans and M-cap of HDFC and HDFC Bank have been combined. Sources: RBI, IRDA, Prowess, Value Researc! 
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hurtling towards financial conglomerate status. Each has un- Wh t fi ; | 

der its wing a strong bank, a growing insurance business, à a a re | n a i G | a 
well-established mutual fund and some securities trading as t y, H 

well. There are others who are almost there. The ING Vysya CO ng Ol | ie ra es . OW 
group is an obvious example. A slew of foreign banks — | h h b : | (d ~ 

HSBC is a prime example — hope to get there soon. And, to ave t e Ig 4 | a 1 
complicate matters, some industrial houses (like the Tatas, fi - | : 

Birlas and Reliance) have elements of a financial conglomer- | n a n E | a COI | | Da 4 les 
ate in their empires, though they control finance companies | A (d h 

rather than banks. | got th e re? nN W y 


Interestingly, each of the four financial groups has come to 


the present point from different directions. Each started off a {> th ey WOITyI ng 


being boxed into one of those exclusive pre-reform enclo- 


sures. ICICI was a financial institution, HDFC was a specialist re gu | ato rs SO m U G a 7 


mortgage player, SBI was a commercial bank and Kotak 


Mahindra was a finance company. They did well in their little N | ra nj a 1 Raj ad nya ksh a 


boxes. But it was clearly not enough to be champion of ones 
little corner. ICICI, HDFC, SBI and Kotak Mahindra (as wellas | fi nd S out 
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scores of others) were denied the freedom to 
offer a greater range of products to their retail 
and corporate clients. 

“The thought that ICICI should be a financial 
conglomerate goes back to the 1980s,” says K.V. 
Kamath, CEO, ICICI Bank. ICICI did float a few specialist sub- 
sidiaries early on, when it was being run by N. Vaghul: ICICI 
Securities for investment banking and SCICI for shipping fi- 
nance, for instance. Yet, regulators did not allow it to enter 
commercial banking and insurance. But it became imperative 
after 1992 (when the first round of financial sector reforms 
were introduced) to enter new businesses, because ICICI's ab- 


I 


solute dependence on project finance was proving to be too 


risky. It was a one-horse bet. The other financial institutions — 
IDBI and IFCI — did not diversify and, hence, got mired in 
trouble, especially after the investment boom of 1995. ICICI 
saw the writing on the wall early on. It needed to spread its 
risks. "I see the process of becoming a financial conglomerate 
as a de-risking exercise," says Kamath. 

There are other strategic imperatives as well. "The original 
rationale was that we had millions of individuals coming in 


through our doors to take housing loans. We said we might as | 


well give them everything they want; let's become a banker to 
the household," says Deepak Parekh, chairman, HDFC. That 
thought led to the move to diversify into new areas. HDFC 
moved into consumer finance early on through a joint-ven- 
ture subsidiary, and then floated a bank, a mutual fund, a se- 
curities business and an insurance company. "This is the uni- 
versal thinking," says Parekh. 

In 2002, the Institute of International bankers (IIB) under- 
took a study of 54 industrialised and emerging economies. 
Only China had a ‘pure’ separate banking system: banks are 
not allowed to engage in any type of securities or insurance 
activities. A majority (36) of the surveyed countries (including 
all EU members) allowed banks to conduct both banking and 
securities business within the same banking organisation 
without any restriction. Another 17 countries allowed banks 
to get into securities trading either through a separate sub- 


sidiary or a holding company. As far as insurance was con- | 
cerned, only 14 of the 54 countries restricted banks. In short, | 


almost all the major economies of the world encouraged inte- 
grated financial conglomerates, 

There have been three principal drivers of financial sector 
integration. First, the explosive growth of financial markets 
and products since the early 1980s has allowed companies 
(and sometimes consumers) to bypass banks and get money 
directly from those who save it, a process that goes by a rather 
ugly nomenclature: disintermediation. Banks have been 


forced to enter new businesses in order to hang on to their | 


precious customers. 

Second, product boundaries have blurred. So, for exam- 
ple, loans today often have elements of insurance thrown in. 
The rise of customised financial products (or what is called 
structured finance) has forced banks into new areas to meet 
customer needs. Third, new network technology has allowed 


banks to exploit economies of scale and offer a wider range of 


products. "It all goes back to the needs of the consumers and 
companies," says Joydeep Sengupta, principal, McKinsey. A 
retail customer would have been quite content with a bank 











Ownershi 

How should P financial conglomerate be structured? The 
Europeans have preferred to let banks get into areas like 
insurance and funds management through divisions. India 
has encouraged diversification through subsidiaries, some 
of which will eventually have to be listed. The Americans, 
after frowning on financial conglomerates for many 
decades, prefer to have holding companies. 


Risk management 

A badly managed financial conglomerate can unsettle the 
entire economy. So, the way they manage risks is critical. 
It should be clear how financial risk in various parts of the 
conglomerate is being segregated. It could be through 
legal structures, capital and firewalls. Meanwhile, bankers 
also say that in a business that is built on trust, brand 
risk has to be managed very carefully. 


Regulation 

wo my oversee the diversified financial giants? 
Indian regulators have just started working together to 
keep an eye on the conglomerates. The United States fol- 
lows a similar model — the Federal Reserve acts as the 
umbrella regulator. Countries such as the United Kingdom 
and Australia have decided in recent years to set up a 
super-regulator to manage the entire financial system. It 
is something that many across the world are watching 
with interest. 


The test of significance 


Bank Included in the top 70% of 


segment in terms of asset base 


Turnover of more than Rs 100 crore 


Included in top 70% of the segment 
in terms of assets under management 


Insurance 


Mutual fund 


NBC (deposit taking) Included in top 70% of the segment 


in terms of deposit base 


NBFC 


(non-deposit taking) 


Asset base of more than Rs 2,000 
crore 


Primary dealer 


Included in the top 70% of the seg- 
ment in terms of total turnover 


Note: Indian regulators say that to qualify as a financial conglomerate, a 
group must have a significant presence in one segment and operations in 
at least one more segment. Source: Reserve Bank of India 
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deposit about 20 years ago. Today he 
spreads his wealth around: equities, mu- 
tual funds, pension products and insur- 
ance, for example. A bank either has to 
offer it all to him, or lose him. 

The Europeans have traditionally 
encouraged full-service universal banks. 
There was no need to float separate sub- 
sidiaries; a separate division was enough. 
On the other hand, US banks were kept out of 
the securities business till 1999, when the De- 
pression-era Glass-Steagall Act was repealed. The 
new Gramm-Leach-Bliley Act allows financial holding com- 
panies to offer commercial banking, securities services and 
insurance underwriting. (This is a rare victory for the Euro- 
peans in the battle to decide how the global economy is run.) 

Indian regulations neither allow banks to get into new ar- 
eas through separate divisions nor do they allow financial 
holding companies. Here, parent organisations have to float 
subsidiaries; and in the case of banking and insurance, these 
subsidiaries have to eventually be listed. 

"The rise of financial conglomerates throws up challenges 


for providers and regulators," says Sengupta. “How do they | 


capture their share of the customer's wallet? How to raise cap- 
ital? How should these conglomerates be managed and gov- 
erned?" These are issues that India's top bankers are trying to 
come to terms with. It's early days yet, and there are still no 
clear answers. "We are still in the process of learning the art of 
managing a conglomerate,” says a senior banker. 

The most significant challenge lies in a choice: what 
should you integrate and what should you separate? Kamath 
outlines three areas where a financial conglomerate is better 
offintegrating: brand management, 
the optimal use of technological 
platforms and using cross-selling 
opportunities (wherever they are 
permitted). But there are other ar- 
eas where firewalls need to be built 
between the different businesses. 
"The first principle here is that dif- 
ferent businesses have to be at an 
arms length," says Uday Kotak, 
managing director, Kotak Mahindra 
Bank. Even an investment bank is 
supposed to build a wall between its 
research and issue management 
teams. When this is not done, as was 
the case during Americas tech bub- 
ble, the damage can be enormous. 
The need to build strong firewalls is 
even more acute in the case of com- 
plex financial conglomerates. 

But even when the firewalls are 
in place, a lot of attention needs to 
be paid to risk management. "My 
first and foremost job is of chief risk 
officer," says Kotak. While the indi- 
vidual companies manage their 
risks, a group CFO and manage- 
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“We should look more closely at 
countries like Taiwan which have moved 
to a holding-company structure” 
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ment committee oversee group-wide 
risks in the Kotak Mahindra family of 
companies. The other emerging 
financial conglomerates too are keen to 
keep group risks under control with 
similar initiatives. 
The task is not as easy as it seems. 
Different financial businesses have differ- 
ent risk cultures: a bank has a lending cul- 
ture, a securities firm has a trading culture 
while an insurance company is concerned with 
managing its liabilities. Marrying these three cul- 
tures into a common risk management system can be a com- 
plex task, with communication between entities being a criti- 
cal factor. In a recent interview, Petros K. Sabatacakis, senior 
risk officer, Citigroup, said: “The transmission of three or four 
risk cultures into a single culture in a newly-formed financial 
conglomerate poses perhaps the greatest challenge.” At Citi- 
group, the management committee (consisting of the top 15 
people in the company) meets once a month and spends two 
to three hours on risk issues. “At this level, company-wide 
issues such as capital allocation across business lines are a pri- 
mary concern," says Sabatacakis. 

In the case of conglomerates like Citigroup, all businesses 
are directly owned by a holding company (which is often 
listed). So issues like risk management and capital allocation 
are often less messy than they are in India. Here, regulations 
do not allow financial holding companies, and companies 
have been forced to diversify through subsidiaries. Also, a 
banking subsidiary has to list one year after it starts opera- 
tions, while an insurance subsidiary has to list within 10 years. 
Is this a sensible way to arrange things? 

No, say most financial sector 
participants. Listed subsidiaries can 
muddy the streams of decision- 
making that run through a financial 
conglomerate. Take the case of 
HDFC and HDFC Bank. The parent 
currently owns about 24 per cent of 
the bank. HDFC Bank's proposed 
ADR issue will bring HDFC's stake 
down to 20 per cent. How can 
HDFC — which gave its capital, tal- 
ent and a top-quality brand to the 
bank — ensure that it is not reduced 
to being a mere financial investor in 
its baby? This is an issue that the 
others will also face when they list 
their subsidiaries. For example, 
should SBI sell pensions through its 
asset management company or its 
insurance company? Should it sell 
mortgages from its own balance 
sheet or use SBI Home Finance? 
"Frankly, I don't think we have clear 
answers to these questions as yet," 
says an SBI insider. 

Such conflicts could multiply in 
the future. Which subsidiary should 
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HE rise of financial conglomerates has foxed 
regulators the world over. Since the late 1990s, 
there have been intense debates among the 
priests of high finance on how these creatures 
should be kept on a leash. Indian regulators, 
too, have started applying their minds to the problem. The 
first step was taken in February 2003, when the Reserve 
Bank of India (RBI) issued guidelines to banks on consoli- 
dated financial statements, capital adequacy and risk 
concentration within a group of financial companies. A 
few months later, a joint committee of senior officials from 
the RBI, the Securities & Exchanges Board of India and the 
Insurance Regulation & Development Authority came up 
with another report on monitoring financial conglomer- 
ates. In this report, the three regulators have proposed a 
new set of rules for policing conglomerates. 





But why is there all this flurry of activity? Why are there | 


attempts to impose more regulations on financial con- 
glomerates when industrial conglomerates are being 
freed of their regulatory shackles? There are three main 
reasons why the regulators are intent on keeping a sharp 
eye on financial conglomerates. First, these banks are of- 
ten too big to fail. So it is likely that their bosses may take 
more risks under the assumption that the government will 
step in with a bail out, in case things go wrong. This is what 
economists call moral hazard. Think of what happened 
with UTI (though it was a stand alone mutual fund rather 
than a conglomerate). 

Second, there is the "holding-out phenomenon”. A se- 
rious problem in one part of the conglomerate could rip- 
ple through to the other parts, especially if the same brand 
name is being used. This could lead to moral hazard be- 
tween different segments of the same group. The healthy 
part of the business will, to protect its own reputation, try 
to support the sick part. It can rarely last. Nick Leeson, a 
rogue derivatives trader with Barings in Singapore, even- 
tually sent the whole of Barings into liquidation. 

Third, inter-group exposures could be messy. Indian 
regulators say that this could lead to all sorts of problems. 
Capital and income may be transferred from the regulated 
entity to the unregulated entity. Lending to one another 
may lead to contagion effects. There could be regulatory 
arbitrage, whereby some activities are transferred to un- 
regulated entities to evade regulations. Have you ever 
wondered whether your mutual fund is being forced to 
buy junk being disposed of by its mother company? 

Issues like moral hazard, holding out and regulatory 
arbitrage matter because ofa disconcerting truth — banks 
are, eventually, very fragile institutions. They are built on 
trust, reputation and dangerous leverage. In times of trou- 
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ble, banks can collapse like a pack of cards. Banks sit at the 
heart ofan economy's payments system. Unlike the failure 
of a manufacturing or services company, the failure of a 
bank can send shock waves right through an economy. 

Remember what happened in East Asia in 1997? Banks 
and finance companies had taken huge bets in the securi- 
ties and real estate markets. When these banks and fi- 
nance companies toppled over, they dragged entire 
economies down with them. This is why even the most lib- 
eral economists, who would otherwise cringe when the 
word regulation is mentioned, have no qualms about sup- 
porting financial regulations. Banks need policing. And 
financial conglomerates need even more of it. 

Indian regulators are especially wary about transac- 
tions between group entities. So, they have devised a new 
reporting framework for such transactions. It will help 
regulators track how money and capital flow between the 
various parts of a conglomerate. Regulators will have to be 
told in case there is a sudden jump in transactions be- 
tween two entities in the same group. This applies to both 
fund-based (equity, loans, deposits) or non-fund based 
(guarantees, derivatives). Details of individual transac- 
tions (above Rs 1 crore for fund-based and Rs 10 crore for 
non-fund) should also be reported. 

The regulators will also keep an eye out for a dispro- 
portionate build-up of one group entity's exposure to an- 
other. Again, this will cover both fund-based and non- 
fund based transactions. Besides individual companies, 
group-level concentration of exposure to various financial 
markets as well as outside counter-parties will also be 
monitored. Finally, cross-holdings, intra-group advisory 
and service arrangements, and commonality of directors 
and senior executives will also have to be reported. 

It's too early to see how these reporting mechanisms 
work. Can they prevent fraud? Can they help keep the fi- 
nancial system on an even keel? In a world of complex 
financial organisations and complex financial instru- 
ments, the first rules are being written. 
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get capital? How should business areas be demarcated? As of 
now, there are two temporary solutions. First, Indias financial 
groups are putting together group-level management teams 


to iron out potential creases. “Co-ordination is done through | 
the corporate centre," says Kamath. Two, they are trying their | 


level best to put insiders in key positions in the subsidiaries. 
It's not only a matter of control. A wayward subsidiary can 
harm the good name of the parent. "There is a huge amount of 
brand risk involved, even more than financial risk," says 
Parekh. "This is why we put HDFC people in the subsidiaries." 
Agrees Uday Kotak: "The toughest part of managing a con- 
glomerate is to protect one’s reputation, brand and culture." 
The more effective solution to these problems would be a 
financial holding company. It would be listed and own all its 
businesses as 100 per cent subsidiaries. This is the way a lot of 
global financial powerhouses are structured: Citigroup, Bank 
of America and HSBC, for example. "From the point of view of 
capital allocation, a holding company structure is better," says 
Kamath. A publicly-held holding company can let capital flow 
into various parts of its balance sheet without any conflict of 
interests. And profits can flow up. There are no outside share- 
holders involved. It's the more neat and transparent system. 
Indian regulators are, however, not very comfortable with 


this structure. There are many reasons for this. First, a series of | 


subsidiaries with many outside shareholders helps in dispers- 





Are you READY 
to bell the 


(3X? 









FINANCE 


ing power in the financial structure. 
Second, under our current tax laws, a 
financial holding company would 
haveto pay withholding tax twice: for 
the subsidiary and also for the hold- 
ing company. 

But, perhaps, the most signifi- 
cant reason why India is not migrat- 
ing to a system of financial holding 
companies is linked to the multiplic- 
ity of regulators. A conglomerate to- 
day has to answer to various cops: 
the Reserve Bank of India (RBI), the 
Securities & Exchanges Board of In- 
dia (Sebi), the National Housing 
Bank (NHB), the Insurance Regula- 
tion & Development Authority 
(IRDA) as well as the proposed pen- 
sions regulator. That makes it five. 

Ever since the United Kingdom 
established its unified Financial Services Authority (PSA) a few 
years ago, there has been growing pressure in other countries 
to move to asimilar super-regulator who looks after all parts of 
the financial system. Opinion in India is split down the mid- 
dle. But an FSA-style regulator will allow our financial con- 
glomerates to move towards a holding-company structure. 
Each group can then report to one regulator. (Instead, we now 
have a half-way house. The major regulators are putting 
together joint teams to keep an eye on the major financial 
conglomerates in India.) In the US too, the Federal Reserve is 
the umbrella supervisor (See ‘A Nightmare for Regulators ). 

Sengupta is one of those who prefer both a unified super- 
regulator and a holding company structure, “We should look 
more closely at countries like Taiwan which have moved to a 
holding-company structure,” he says. Meanwhile, Parekh 


points out another advantage: "A holding company will have a 
stronger balance sheet. That will help our financial groups to 
grow more aggressively and even go global. The current struc- 
ture ensures that capital is dispersed across many compa- 
nies," he says. 

Now, that's something the financial authorities need to 
ponder over. 


As the much-awaited Common 
Admission Test (CAT) draws near, 
make sure you give your test 
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management institutes 
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HE global property boom, now in its seventh year, 
is evoking anxiety. The word ‘bubble’ is being in- 
creasingly associated with housing prices world- 
wide. A September report from the International 
Monetary Fund shows that in countries such as 
Australia, Ireland, Spain, and the UK, prices have 
risen by 50 per cent or more since 1997 — increases 
that are difficult to explain in terms of economic fundamen- 
tals alone, including record-low interest rates. While the report 
doesn't explicitly predict a housing downturn, it doesnt quite 
rule it out either. Some months back, The Economist, a British 
newspaper, went a step further and predicted that a melt- 
down was inevitable. Besides multilateral agencies and news- 
papers, house prices have drawn the attention of other 
movers and shakers of the world economy. Alan Greenspan, 
chairman of the Federal Reserve, the US central bank, com- 
mented that he sees little irrational exuberance in the housing 
sector. September numbers show that housing prices have, at 
best, plateaued in the developed countries. 

India too is witnessing a real estate boom. In the last year, 
prices of residential property, which account for 85 per cent of 
the real estate market, have risen 20-30 per cent in nominal 
terms. Commercial property prices have also risen, though 
notto thesame extent. Oflate, however, the price rise has been 
accompanied by some degree of introspection (and perhaps 
disquiet), which is somewhat typical of real estate booms. This 
survey argues that India and China are the two large markets 
where the real estate boom is stable, in line with the underly- 
ing economic fundamentals. Bubbles, if any, will be localised. 





NLIKE shares or bonds, property markets have distinctly 
national characteristics. Local supply and demand, eco- 
nomic activity, and interest rate movements drive it. However, 
studies have shown that in the developed world, house prices 
across nations became relatively more synchronised from the 
1990s than any period earlier. Europe (including the UK) and 
the US experienced high economic growth, low inflation and 
soft interest rates almost at the same time. As a result, prices of 
property, the quintessential non-tradable asset, moved up in 
sync from around 1997. (Japan and Germany are two notable 
exceptions, where prices have fallen since the early 1990s.) 
However, the Indian property market has been completely 
out of step with those in the developed world. Unlike, say, the 
Indian stockmarkets, which are now reasonably well inte- 
grated with the rest of the world. 


prices elsewhere were beginning to firm up. 
Between then and 2003, as real es- 
tate prices in the West rose, prop- 
erty values here remained largely 
unchanged. And now, as prices are 
beginning to look wobbly abroad, 
they are firming up in India. 


when the country was experienc- 
ing rapid economic activity — 
there was large demand for real 
estate, and little supply. Whatever 
property was available went to the 
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Frontier Town: Prices in Gurgaon have zoomed 
120 per cent in real terms during 1998-2004 


highest bidder. Prices in Mumbai's Nariman Point demon- 
strated that phenomenon aptly. That was the business district 
to be in and there were only a handful of buildings available. 
Prices skipped from one peak to another, with the last deal set- 
ting the floor for the next. Nariman Point was then the world's 
most expensive business district. Prices of residential prop- 
erty, where a demand overhang was equally evident, rose as 
well. But the slowdown of 1997, the stockmarket crash, the rise 
in interest rates, etc., proved to be the undoing of that boom. 

While memories of the previous rise and the subsequent 
meltdown are still fresh, drawing too many parallels between 
then and now doesn't make sense. Today, the real estate mar- 
ket is structurally very different from the one then. And that 
explains why this boom is likely to be far more stable. 

The two biggest differences between then and now are 
that supply of real estate has improved greatly, and demand is 
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coming more from genuine end users than speculators. More 
importantly, demand and supply seem to be in step. 

The industry estimates that over the next two years, an un- 
precedented 700 million sq. ftof fresh real estate stock will en- 
ter the market, mostly in the metros and mini metros. Of this, 
housing will account for a substantial 600 million sq. ft. (Of 
course, it is sobering to think that in late 2002, something close 
to 8 billion sq. ft of property was under construction in China. 
Even if those figures are inflated, as China numbers some- 
times are, they are still an awful lot.) A lot of the activity began 
early this millennium — there is a construction lag — though 
it began to gather momentum only recently. 

By themselves, these numbers could even be a cause for 
worry (indicating a supply overhang and a subsequent cool- 
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ing of prices). However, most developers agree that demand 
for real estate, too, is equally huge. 

Most of the demand for commercial property is coming 
from the rapidly growing services sector. Within services, the 
two sectors that account for the largest share of real estate in 
the cities are ITES and retail. Last year, ITES accounted for 10 
million sq. ft of floor space. This year, that figure is expected to 
touch 15 million sq. ft, and by the next year, 20 million sq. ft. 

Retail is the other sector that's eating up new real estate. 
Currently, organised retail sits on 6.5 million sq. ft of space. But 
industry sources say that another 40 million sq. ft of retail 
space is under planning and development today. 

The boom in residential property can also be easily ex- 
plained by a combination of low interest rates and continued 
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tax incentives. In 1999, housing loans came at an interest rate 
14 per cent; today they are available at 7.5 per cent. This has 
led to a far higher demand for loans. In 2001-02, home makers 
borrowed Rs 28,700 crore from different banks and housing fi- 
nance companies. By 2003-04, that figure stood at Rs 53, 000 
crore. And in 2004-05, home mortgages are expected to touch 
Rs 70,000 crore. You can also safely assume that softer interest 
rates have made the home loan market far more broad based. 

Based on the mortgage figure, the 600 million sq. ft figure 
for housing seems conservative. Consider that about 
75 per cent of mortgages is for fresh homes. Also, only about 
85 per cent of the value of a home is financed. Further, 25 per 
cent of buyers resort to own funds or informal borrowings for 
buying a home. They don't show up on finance company data- 
bases. This means that in 2004-05, Rs 82,000 crore of new resi- 
dential property will be bought. At an average of Rs 1,200- 
1,400 per sq. ft, this translates to 585 million 
to 683 million sq. ft of realty. 


HILE all this is cheery news 

for a sector that remained 
depressed for some time, the phe- 
nomenon hasn't been without its 
anxieties. Are housing mortgage re- 
payments moving out of line with 
household income, thereby in- 
creasing the risk of default? Will 
the hardening of interest rates 
dampen the appetite for housing 
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* Ratio of housing prices to disposable income per worker, base (100) = 1985. ** Between 1994 and 1996, China's State Statistical Bureau reclassified 
hundreds of towns as cities. The figure reflects the national definition. All figures in % Source: GDP growth - World Bank; urbanisation & affordability - IMF 


loans? Is excess liquidity driving the real estate market to un- 
sustainable levels? 

While such introspection isn't exactly unjustified, evi- 
dence on the ground suggests that such anxiety is. 

Ritesh Maheswari, head of financial sector ratings at Crisil, 
arating agency, argues that only 15 per cent of retail borrowers 
repay an equated monthly instalment (EMI) which is over 50 
per cent of total household income. That is because of two rea- 
sons. One, double-income households are taking an increas- 
ing number of mortgages. Two, softer interest rates notwith- 
standing, this time around, homebuyers, perhaps because of 
the earlier meltdown, are playing it safe. 

Another statistic reaffirms that. According to housing fi- 
nance major HDFC, the ratio of house prices to annual in- 
come is currently less than a factor of five. This is reassuring. In 
the mid-1990s peak, this had touched a figure between 12 and 
15. Analysts examine this ratio to determine how sustainable 
rising property prices are. One of the main reasons why ex- 
perts fear a meltdown in the West is that this ratio is alarmingly 
high (See Infographic.) 

Industry observers also argue that a rise in interest rates 
should not affect consumers’ appetite for housing loans. For 
argument' sake, if interest rates move up by a percentage 
point to 9 per cent, the EMI for an Rs10-lakh (10-year tenure) 
loan goes up by Rs 535. Will that make the loan unaffordable? 
Unlikely. Also remember, most of the mortgage demand is 
coming from first-time home buyers, for whom a house is the 
single most important investment of a lifetime. They will 
scrimp elsewhere to pay the extra EMI. 
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HOMES FROM TATA 


The most elegant homes in India have 


one thing in common. Our name. 


Tata Housing, India's premier property developer, has exclusive housing projects 


and homes all over. Our homes have the unique distinction of changing lifestyles. 
And the backing of the trusted TATA name. 


Villa Paradiso, Goa 


Heaven's own paradise 


* 1/2/3/4 BHK Terrace Houses & 
Row Houses * Panoramic view of the 


Arabian Sea & Mandovi river. 
Contact: (022) 5661 4444 





GlenDale, Thane 


Thane's most sought-after residential address 


* Spacious 2&3 BHK apartments. 

* Ready for possession flats in Alamanda, 
the fourth tower. * Bookings open for 
Daffodil, the fifth tower. 

Contact: (022) 5661 4444 


Sherwood New, Bangalore 
Redefining lifestyle 


* Nestled in the quiet confines of HAI 


Extension and a whisper away from the airport. 


* Exclusive 3 BHK apartments available 
Contact: (080) 5751 8000 





Green Acres, Cochin 
A city within a cit) 


* 30 acres of architectural finesse 

along the proposed Marine Drive Extension. 
* Single level and duplex 3 bedroom 
townhouses. 

Contact: (0484) 239 4711 


For more details, you may also e-mail us at mktgserv@tatahousing.com 


THDC Ltd. 
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* New Delhi 29.95 
~ Mumbai 33.07 
Bangalore 13.62 
Chennai 13.25 
Beijing 35.09 
Shanghai 23.46 
Guangzhou 13.85 
Shenzhen 19.45 
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Source: Colliers International 





Crisil's Maheswari also argues that a 2 per cent rise in rates 
will increase the industry's non-performing assets by 0.5 per 
cent. That is too marginal a rise for banks to feel alarmed 
about the quality of assets and rethink home loan disbursals. 

Though property is the biggest asset any one owns in a life- 


based on interviews and industry estimates. And the picture 
that emerges is that supply and demand seem to be in step. 

That may explain why prices, though rising, are nowhere 
close to their 1996 levels. In Gurgaon, one of the hottest mar- 
kets, the residential prices of prime properties are about 30 per 
cent below their 1997 peaks, according to Cushman & Wake- 
field Research. In Delhi, prime office property is still 40 per 
cent below its 1996 peak, while in Bangalore, prime space on 
M.G. Road is around 38 per cent beneath the 1996 peak. In 
Mumbai, too, prices are below those stratospheric levels. 

As the figures in the next story (‘Shifting Earth’) show, even 
within cities, uniform price patterns don't emerge. In some ar- 
eas, prices have fallen in real terms. This has as much to do 
with supply and demand as with a realignment of the markets, 
thanks to new development. For example, while prices in 
Delhi's Greater Kailash area have inched up 0.5 per cent in real 
terms between 1998 and 2004, they has soared by 120.1 per 
cent in Gurgaon. Some erstwhile prime areas — like Au- 
rangzeb Road in Delhi, Mount Road in Chennai, and Worli in 
Mumbai — have seen prices moving south. 

Clearly, all of this sets the stage 
for something very important for 
the Indian real estate market — a 


economic fundamentals. 


CONOMISTS argue that pro- 
gressively higher levels of ur- 
banisation drive real estate 
growth. An inflexion point is 
reached at 20-30 per cent urbanisa- 
tion levels, after which, countries ur- 


time and a mortgage the biggest liability, property markets are | 
notoriously under-researched, especially compared to stocks | 
and bonds. Most of the numbers quoted, especially on supply | 
and demand, have been pieced together by Businessworld | 


long-term transformation based on | 
| centin China and 15-20 per cent in South-east Asia, it is a mere 
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40 10 ULT 25 
9 10 8 10 
0 10 18 10 
2 2 8 6 
4 4 11 11 
2 0 16 18 
0 -2 34 32 


Rent in $/sq.ft./yr, all other figures in %. All rents for net floor area; effective rent is the total rental payable to a landlord over 
the initial fixed term less all tenant inducements like rent-free period, includes interest income forgone for the security deposit. 


banise at faster than earlier. This creates a virtuous cycle of 
higher rates of urbanisation and real estate growth. India is 
there today, with an urbanisation level of 25 per cent as of 2001. 

The good news also is that the country's big cities, which 
hold up the urbanisation factor, still have a lot of growth left in 
them. Thisisunlikecities in the developed world, which are ei- 
theron the maturity or the decline curve on the growth-matu- 
rity-decline cycle. Singapore's minister for national develop- 
ment, Mah Bow Tan, recently said that Singapore had 
matured as a market for construction and building. "We will 
continue to grow, but it cannot be at the same phenomenal 
pace that it grew in the last 10, 20 vears," he said. Luckily, that's 
not true for Indias megapolises. Among the 24 hot cities of the 
future recently identified by Jones Lang LaSalle, a property 
consultancy, 11 are in China and India. 

But that brings with it a great deal of responsibility. In 
China, the real estate boom is being fuelled by somewhat sim- 
ilar factors — high GDP growth, easy bank finance, low levels 
of urbanisation, a young population, and first-time home 
buyers. But the government, fearing the worst, has recently 
taken pre-emptive steps to cool the real estate market. It has 
hiked the capital adequacy ratio for banks, reduced the loan 
limit for home buyers from 80 per cent of property value to 60 
per cent, and introduced a condition that for any builder to 
borrow money to build, he has to show that he can invest 30 
per cent of the project cost from his own means. 

ICICI Bank executive director Chanda Kochhar said re- 
cently: "Real estate is a $12-billion industry with a potential to 
go up to $90 billion by 2012. The responsibility is to prevent 
overheating of prices and continue to push for reforms." 

This is a sensible assessment. There is still headroom to 
grow. There is an estimated shortage of 20 million homes in 
India. Again, while mortgage as a share of the GDP are at 6 per 


2 per cent in India. As the next piece argues, this boom is also 
about mimicking global trends, including foreign direct in- 
vestment, smart use of technology, etc. In subsequent issues 
we will bring you other aspects of the transformation, such as 
the emergence of realty funds. 

This, clearly, is the moment for the Indian property busi- 
ness. Carpe diem! 
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HE Indian real estate industry 
has witnessed unprecedented 
growth and development over 
the last five years. While the 
accompanying tables give you 
a sense of the evolving eco- 
nomics in three key markets, 
one needs to look beyond numbers to 
find the complete picture of the develop- 
ment that is transforming the industry. 
The very nature of demand and supply 
has changed. More discerning buyers — both individuals and 
corporates — are today choosing from an increasingly varied 
array of projects and services. 

Some winds of change have blown in from foreign shores 
too — in the form of foreign direct investment (FDI) and 
multinational realty brokerages. 

After the Indian government opened up the sector to FDI 
in 2001 — with the caveat that each FDI-funded project would 
have to cover at least 100 acres — the first foreign investments 
are already on the ground. The US-based Royal Indian Raj In- 
ternational is building an integrated township — dubbed 
Royal Garden City — outside Bangalore at a cost of $2.95 bil- 
lion. It's a mini city that promises self-sufficiency in terms of 
conveniences like offices, shops and community centres. To 
be spread over 3,000 acres, it is billed as Asia's largest 'smart 
city’. Work on three other Royal Garden 
Cities, to come up near Mumbai, Delhi 
and Kolkata, is slated to start in 2006-07. 

In 2003, Lee Kim Tah Enterprises led a 
consortium of Singapore-based compa- 
nies to set up Singapore Realty, a joint 
venture (JV) with BP Ventures of India, in. g 
which the foreign partner owns 98 per $ 
cent of the equity. The JV is promoting a 5g 
township in Tamil Nadu along the IT Cor- $ 
ridor on the Old Mahabalipuram Road. 
The project promises 6,000 condominium-style apartments. 

While foreign capital is funding larger projects, interna- 
tional service expertise is raising the bar on professionalism. 
With the entry of brokerage and research firms like CB Richard 
Ellis, Colliers Jardine, Knight Frank, Cushman & Wakefield, 
Chesterton Meghraj and Jones Lang LaSalle, buyers now have 
the choice of dealing with professional managers. 

This, coupled with tougher competition, are forcing In- 
dian players to change the way they do business. Over the past 
five years, developers have started using 
websites for marketing, employed 
professional brokers, and sunk in 
=. substantial sums for brand build- 
f ing—things unheard of earlier. Tie- 
ups with banks are forcing develop- 
ers to offer penalty clauses for delays 
in delivery, another first in India. 

Some industry bodies have 
joined the forces of change. The 
Pune chapter of the Confedera- 
tion of Real Estate Developers’ As- 
sociation of India (Credai) has set up 
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The Indian market is changing 
not only in terms of growing 
demand and supply - it's 
also changing the way it 
works. By Ashish Aggarwal 


a grievance cell last year. It's not just another paper panel, as- 
sures Kumar Gera, president of Credai and head of Gera De- 


velopers. The membership of a developer was revoked when | 
he failed to address a customer complaint on refund. Credai | 


got the customer the refund, albeit without interest. 

Another first is the concept of property warranties. Gera 
Developers has announced it would offer a five-year warranty 
on all its properties. Under it, a team would visit the premises 
every year and fix plumbing, electrical and carpentry glitches. 
The customer can also call for the repairs. The warranty also 


covers one repainting of the external facade after five years. To | 


ensure that the system works, the developer has taken war- 
ranties from the vendors of electrical fittings, tiles etc. 
The changing demand is also predicated by the changing 
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nature of the buyer. In the commercial 
and retail segments, emerging demand is 
driven by services companies in the pri- 
vate sector — especially IT and IT-en- 
abled service firms — and not public sec- 
tor units engaged in manufacturing. 
Retail space is growing phenomenally on 
the back of a mall development craze. 

In the residential segment, more inte- 
grated townships are coming up. Among 
the notable projects, apart from those already mentioned, is 
Quark City, a $500-million, 46-acre township being built in 
Mohali by multinational software company Quark. Apart 
from Quark's own development team, it will house Dell, the 
computer maker, and other companies involved in biotech- 
nology, pharmaceuticals, food processing and agriculture. 
Outside Pune, a 400-acre township called Magarpatta City is 
coming up. The K. Raheja group is developing Mindspace 
Park, a satellite township near Hyderabad. 

Another major factor changing our cityscapes is technol- 
ogy. In an industry where technology obsolescence is rela- 
tively slow, the use of newer materials like ready-mix concrete, 
and structural steel and glass are changing the way we live. 
Newer technologies — like cheaper and better modelling, 
faster-hardening cement and pre-cast construction — also al- 
low properties to hit the market faster than ever before. 

Emboldened by the overall expansion, bigger developers 
are emerging from the shadows of their earlier, regional selves, 
and spreading wings beyond traditional geographies. Sahara 
Housing & Infrastructure claims to be developing the most 
ambitious real estate project in the country, covering a mind- 
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| boggling 217 cities and towns. 


But behind the gleaming facade, there are several kinks 
that need to be evened out. Few builders today post consoli- 
dated balance sheets. Extra funds — and even the money bor- 
rowed purportedly for construction — are often used for land 
acquisition, delaying the project at hand. Over time, most 
builders have set up a number of entities to evade higher inci- 
dences of taxation. HDFC executive director Renu Karnad re- 
cently spoke out against the practice at a seminar. 

A study by the National Institute of Construction Manage- 
ment and Research on the Delhi market in late 2003 found 
that although marketing departments do exist in many com- 
panies, what they end up doing is just selling. Experience, 
rather than professional training, is considered more crucial. 
The result: engineers trained in management still do not look 
at real estate as a viable option. 

Indian builders still have a long way to go when it comes to 
efficient use of the newer technologies. Take the use of glass. 
High-performance glass allows light control, keeps out ultra- 


| violet rays, snubs out unwanted sound, and disperses extra 


heat. But its rampant and imprudent use — typically as large, 
reflective facades — in a tropical country like ours reflects 
technological naiveté. At worst, it may trap in unwanted heat 
and lead to extra expenses on air-conditioning. 

The transformation sweeping the industry will surely pick 
out the dross from the gold, leading to an eventual shakeout. 
But there is one set of people who can only gain. And that's 
you, the customer. + 
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Ifyou 

want to 
keep your 
brand a 
leader, 
you have 
to review 
your 


‘success 
rules 











IVILISATIONS, kingdoms, coun- 
tries, stocks... all go through a cycli- 
cal phase of success and failure. 
Failure follows success, because 
success breeds an implicit faith in 
the past and that becomes the main pillar of fai- 
lure. Complacency, laziness and arrogance are 
the other pillars of failure that success breeds. 
These principles apply to brands as well. We 
attempt to prolong the brand's success phase 
by doing the right things right. This usually 


means we learn from the past, and apply that | 


in the future. New managers and their advertis- 
ing counterparts are taught to ‘follow the brand 
building rules. The more successful a brand is, 
the more difficult it is to break its rules. 

History, however, is replete with examples 
of brands that were once deemed unassailable, 
but perished in a changing world. Brands die 
when their managers trust only the past as their 
teacher. Those rules might have worked well 
during the media-poor, technology-starved li- 
cence-raj era of the 1970s and 1980s. But life is 
different today, and we must adapt these rules 
to the new realities. 


Changing Marketplace 


Let us consider some mega changes: 

1. Technology is changing faster than ever. 
HMT watches got left behind because they 
failed to read that quartz would be the next big 
thing. Ambassador and Premier cars got left be- 
hind when they stopped innovating in design 
and technology. Indian consumer electronics 
and durables giants have yielded leadership 
position to their Korean competitors in the past 
five years. A vibrant, well-structured innovation 
process is needed to ensure that the brand stays 
ahead of the game. Innovation is about think- 
ing of future opportunities, rather than solving 
yesterday's consumer needs. 

2. Consumers today have an ever-increasing 
number of options, within the category and be- 
yond. Mobile phones are eating into household 
expenditure on soaps and detergents. Exciting 














uccess: The 
illar of failure? 


restaurant options are cutting into the house- 
hold grocery budget. Categories that invent 
and excite are growing at the expense of cate- 
gories that are wedded to the past. What is the 
last invention you can think of in toilet soaps? 
Liril, as a freshness soap, is now 25 years old. In 
contrast, in mobile telephony, there is an inno- 
vation every month. 

3. The media environment has transformed. In 
the 1980s, cinema was the dominant medium 
for FMCG. The average cinema viewership was 
once in three weeks. So, a commercial would 
take at least three months to get the mandatory 
three OTS (opportunity to see). Now that TV 
has replaced cinema, three OTS can easily be 
achieved in a week — or even a day if a good 
cricket match is on air! During the cinema era, 
one could run a commercial for a minimum of 
one year. Some ran for two to three years, with- 
out fatigue setting in. Today, consumers get 
easily bored. One has to think not only of fresh 
commercials, but also fresh propositions and 
advertising ideas — and very fast. The days of 
the annual planning cycle are over. 

4. Due to the overdose of advertisements and 
the availability of avoidance-enabling technol- 
ogy (likethe remote or picture-in-picture), con- 
sumers are increasingly avoiding advertise- 
ments. They know a great ad from a tacky one. 
Brand managers think the answer is in making 
intrusive ads that ‘cut through the clutter’, but 
that is only half the battle. The big challenge is 
to discover propositions that will make sense in 
the context of the changing needs of tomorrow. 
5. The buying environment is transforming 
rapidly. Malls and supermarkets are springing 
up all over the country. In the next five years, 
these channels will dominate the race for the 
consumer's wallet. Pricing, packaging and in- 
shop merchandising strategies will influence 
consumers. Are today's brands prepared to 
grab this opportunity? 


Unchanging Briefs 


Despite these transformations, the theory on 
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how communication works has not evolved 
over the past 50 years. Traditional communica- 
tion theory puts a premium on consistency 
and discourages risk. The list of ‘don't change’ 
elements is long: the brand personality, emo- 
tional and rational benefit, brand essence, and 
so on it goes. Just for fun, here is a hypothetical 
brief for a brand that can no longer be adver- 
tised — Wills Navy Cut. Imagine you are the cre- 
ative director receiving this brief: 

Brand name: Wills Navy cut. 

Target audience: Young, affluent, married ur- 
ban males. Enjoy moments of companionship 
with their partners. 

Proposition: Wills is the sophisticated choice 
of urbane men who enjoy a mature, friendly re- 
lationship with their partners. 

Reason to believe: Filter and tobacco perfectly 
matched. The simple white-and-red pack de- 
sign. 

Personality/ tone of voice: Friendly, mature, 
balanced. 

Mandatory elements: Headline: 'Made for 
each other'; visualisation: moments of happi- 
ness of mature, urban couples; Baseline: ‘Filter 
and tobacco, perfectly matched.’ 

How different do you think your next ad will 
be from the previous one if you follow this brief? 
Or from the one that ran five years back? The 
brief almost writes the ad and the brand gets a 
consistent image. This approach was at a pre- 
mium ten years back when consumers valued 
consistency. But today’s consumers might 
yawn themselves into a slumber. 

Look at other successful ads which have got 
into a trap or could. The Liril girl stepped out of 
the waterfall for a brief spell after 16 years of 
launch, in the early 1990s, only to be rushed 
back into it. Now that she has gone to Iceland 








more with life. For them, life is full of endless 
options — be it in careers, hobbies, or love; rela- 
tionships are becoming ephemeral. This is a 
generation that is easily bored. They are chang- 
ing mobile phones every year. How long will 
they stay tuned to the ‘Marlboro Man’? 
However, success is so blinding that it 


comes in the way of fresh ideas. When brands | 


take risks, they also get outstanding results: 

li After 100 years of existence, Lifebuoy moved 
from being a carbolic smelling soap for hard- 
working men to a delightful, perfumed range of 


| soaps for health-conscious families. It was a 


| huge re-engineering across the board — prod- | 





and the Rajasthan desert, many gurus have | 


chastised the transgression. If she is not in the 


waterfall, then it is not Liril. Onida dared to give | 


up the devil ad property. But the brand custodi- 
ans felt the need to bring him back. Orange/ 
Hutch will struggle to give up the little child- 


and-pup format. It is difficult to innovate once | 


you have an idea which is so successful. 


New Consumer Paradigm 


| am not against consistency in communica- 
tion. All I am advocating is that we should 
question all our assumptions and explore new 
solutions, at least once a year. Today's young 
consumers do not value consistency as much 





as their parents. They are willing to experiment | 


uct, pricing, packaging, proposition and adver- 
tising — and the result was phenomenal — in 


| direct proportion to the risk. 


ADVERTISING 





li After 25 years of existence, Fair & Lovely 
moved from being a single variant fairness 
cream to a range of fairness products for differ- 
ent need segments. From under-eye cream to 
ayurvedic cream to toilet soap to anti-mark 
cream, and so on. The advertising platform re- 
flected the aspirations of today's consumers. 
Theresult: three continuous years of growth. 


@ LG Electronics was the first to build the 
brand around the health proposition. Today it | 
| isaleading brand. 


To keep brands on à success cycle is every 
marketer's dream. Marketers who question 
their 'success rules' every year are more likely 
to achieve this than those who put all their 


money on consistency. Sure, there should be a | 


balance between change and consistency. But 
in today's day and age, we should put a lot more 
premium on the former. LU 
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| Successful ads face the 
| danger of getting into a 
trap. 


For example, 
Hutch will struggle to 


| give up the hugely suc- 


cessful little child-and- 
pup ad 


aby mahesh murthy — 








GREW up wondering at the wisdom of 
the old H.L. Mencken witticism: "Those 
who can, do. Those who cant, teach." 
This was often appended with "Those 
who can't teach, teach at «insert name of 
your college here»." 

While this seems unfair to teachers, it came 
to mind when a friend called up and asked for 


The author advises, guides 
and occasionally invests 

in businesses. He can 

be reached at 
mahesh@passionfund.com. 
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advice — join a PR firm as a consultantorjoina | 


regular company in a PR role? 


The consultancy seemed to offer more; | 
. tants, but many of these consultancies are do- 


more money, more glamour, more action. And 
having been a 12-year internee in the world of 
advertising myself, I almost asked her to go 
with the better offer. Until I thought about what 
I'd learnt in those years. Yes, as an adviser to 

| brands, I did learn how markets and marketing 
worked across products and countries, how to 
appear all-knowing, and, most of all, how to 

| convince a client to part with their money. 

| But, I was lucky to have spent the first cou- 
ple of years as a salesman — facing consumer 
rejections and doors slammed in the face. And 
in the six or seven years after advertising, I've 
learnt a lot more working hands-on with 
brands, starting them up, struggling with them, 
and even having to shut a couple down. 

It didn't help either that I got to see, close- 
up, how our bigger ‘consultancies’ worked; not 
just in marketing communications, but also in 
management and business consulting. The 

| 


Ifyou 
really 


idea of taking wet-behind-the-ears freshers 
want to who managed to get into a B-school and learnt 
le arn how PowerPoint and Excel, and suddenly making 
à them responsible for creating ‘reports’, ‘market 
things predictions' and 'strategic advice' is not just 
| laughable — like Nasscom's predictions of IT 

WO rk, | growth — but dangerous. 

O u’ ll | In fact, few marketers and company owners 
y | [know trust consultants with anything impor- 
do well | tant. “The first thing I ask,” says a friend who 

* | ownsaRs 700-crore business, "is if they've wor- 

to avoid | kedonthestreet, in an actual business, actually 

° selling anything.” I hear variants of this repea- 
consulting ted when friends gather to discuss cricket, holi- : 














Those who 
can’t, consult 


days and the latest outrage from a consultant. 
So, my advice was to go with the ‘real busi- 
ness’, and I'd say the same thing to any grad. 
The basic requirement of becoming a consul- 
tant is that you have hands-on knowledge of a 
problem and what its solution can be. How on 
earth can you consult and set right somebody 
else's business when you haven't come close to 
running one yourself? Don't delude yourself. 
That's not to say these are bad businesses. 
Yes, the best-run companies rarely use consul- 


ing well, paid large sums of money by typically 
two types of clientele. One is what I'd call ‘clue- 
less’ — people so ignorant about their business 


| that they think consultants might know better. 


And the second is the 'CYA or cover-your-a*** 
category where management knows what it 
needs to do but gets a ‘name’ consultant's re- 
port to back it up, should something go wrong 
and they be questioned. 

A clue to this should come from the remu- 
neration. Almost all of them demand to be paid 
their full fee regardless of whether their recom- 
mendations work or not — and I'd include my 
pals from the ad, PR and management consul- 
tancies among these. How seriously should you 
take somebody's recommendation when they 
can't even bet their salaries on it? My suggestion 
to business owners is that if you have to use a 
consultant, see how far that person is willing to 
be compensated in proportion to your success. 

Coming back to your career. Yes, it's great 
fun advising businesses. Yes, I also know several 
firms have a 'best practices' database, to see 
what worked in Company X in Country Y, which 
they cut-paste for Company M in Country N. 

Is this what you want to do? If you really, 
really want to learn business, you have to do it 
the hard way. Join an actual firm, handle people 
and sales and marketing and production and 
politics and promotions and distributors and 
retailers and government and more. And after 
you've learnt all this, over many years, then go 
tell clients: "Yes, you can consult me." u 
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Let's talk business. How do you improve your business environment with 
greater productivity and efficiency? 

The new Canon imageCLASS MF5630 and MF 5650 all-in-one printer has it all. 
We are talking about high quality printing, outstanding scanning capability and 
the largest memory capacity in the market. Canon's new laser all-in-one also 
enhances your image quality with an advance scanning support software and 
makes copying/scanning a breeze with its Automatic Document F eeder feature. 
What's more, the Canon imageCLASS comes compiete with FREE virtual 
document software: Newsoft" Presto! PageManager 6 and Scansoft' 
OmniPage SE. For lower volume users, choose from the more compact 
imageCLASS MF3112 series. Canon's new laser all-in-one printers are truly 
high performers uncompromising on speed and delivery 
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HE film folks in West Bengal are feeling good, very 

good. Of the 40-odd Bengali films released in 2003, 

ten were hits, 20 were commission earners and five 

broke even. Only a paltry five lost money. This year 

has been even better. The year's nth hit has just been 

pronounced by the trade. 2004's most successful 
Bengali movie, Ram Lakshman, has raked in Rs 4 crore for its 
makers. It was made on a budget of Rs 60 lakh. At least ten 
other films have brought in over Rs 2 crore each for producers 
who have spent just a quarter of the amount on making them. 
Suddenly, everyone from RPG's Saregama to Jnamu Sughand 
wants to produce Bengali films. “We believe that the time is 
good to invest in Bengali films,” says Sanjiv Goenka, vice- 
chairman of RPG Enterprise. 

Even the trade portents look very good for the Rs 70-crore 
industry, which has had a miserable time for over five years 
now. Out of the 700 halls in West Bengal, 85 per cent are now 
playing only Bengali movies, reversing a ratio that has been in 
favour of Hindi films. Even Columbia Tristar has started dis- 
tributing Bangla films. Bengali superstar Prosenjit Chatterjee 
recently tied up with financier Jnamu Sughand to market and 
release commercial Bengali mo- 
vies overseas. “Now, we have con- 
fidence in the product we are 
selling," says Prosenjit. 

Thisis surprising coming from 
an industry written off as the poor 
cousin of the ones in Mumbai and 
Chennai just three years ago. Poor 
budgets (Rs 10 lakh-20 lakh), 
shoddy scripts and sets meant that 
the movie-going audience in West 
Bengal had totally rejected any- 
thing coming out of the industry. 

In the tale of what went wrong, 
and then right, with Bengali cin- 
ema, there probably lies a lesson 
for other regional film industries. 

It is one about looking outward — 

for ideas, people and money. It is 

by combining its best creative 

ability with the marketing, distrib- ; 
ution and financial skills (which I 
the Hindi film industry has mas- 

tered) that the Bengali industry 

has bounced back. What was true 

for Bengali films in 2000 is true for Gujarati, Marathi or even 
Kannada cinema and a host of other regional languages today 
where good, commercially successful cinema has been dying 
a slow death. Some industries like the one in Karnataka have 
reacted by banning other regional language films and English 
films. Others have reacted by using government sops, like in 
Maharashtra. Strangely enough, the not-so-commercially in- 
clined Bengali cinema has actually bounced back by accept- 
ing all that is good within and outside to hit a winning combi- 
nation. First, a quick look at what happened. 

When things got really bad, sometime in 2000, a few peo- 
ple in the Bengali film industry decided to take a risk and put 
in more money than usual and produce a film. The result? The 
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Rs 65-lakh Sasurbari Zindabad (Long Live the In-Law's 
House) was released in 2000. Director Haranath Chakraborty, 
Prosenjit and producers Mani and Shrikant of Shree Venka- 
tesh Films got together to make it. It had a decent, comic script 
and was the first Bengali film to be made in cinemascope. The 
gamble paid off, and the film made double its production 
budget. The trio followed it up with Pratibaad (Protest), the 
first Bengali film with special effects — another hit. 

At about the same time, in 2002, the Mumbai film industry 
was having one of its worst runs. Distributors in the eastern re- 
gion were losing money on Hindi films. That's when they re- 
alised that Bengali films made investment sense, with their 
low investments-high returns profile. Chakraborty's films had 
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Audiences first took to big-budget Bengali flicks with 
Sasurbari Zindabad (2000), directed by Haranath 
Chakraborty (L) which starred Prosenjit Chatterjee 


already shown what extra costs could do to a movie. The re- 
turns could increase by 100 per cent with a budget increase of 
just 40 per cent. So, many others jumped into the fray. Many of 
today's leading Bengali producers, Mani-Shrikant and Pritam 
Jalan, are in fact distributors of Hindi films. 

As budgets went up — by Rs 20 lakh to close to a crore — so 
did production values like art design, costumes, location and 
quality of film stock. "These days, the promos for the latest 
Bengali and Hindi films are aired back to back. There is no way 
the audience will, any longer, accept a shoddy presentation 
from the Bengali clip," says producer Deepak Bajaj. "People 
saw the first few big-budget Bengali movies do well, and 
realised it was worthwhile to put in more money. So, it was 
quite by accident, rather than effort, that budgets and produc- 
tion values were raised," says Shubhashekhar Bhattacharjee, 
CEO, Planman Life. 

Hotath Neerar Jonye (Suddenly for Neera), one of the aver- 
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age films of the year, collected Rs 20 lakh from a run of six 
weeks, according to Arijit Dutta, president, Eastern India Mo- 
tion Picture Producers Association and chief of Priya Films 
Entertainment, a leading theatre chain in Bengal. The last 
time he crossed Rs 20 lakh with a Hindi film was Devdas. "Why 
then should I put my money in a Hindi movie?" he asks. 

So now, new production houses like RPG's Saregama, 
Planman Life and Arjoe Entertainment are trying to become 
to Bengali films what Mukta Arts and Yash Raj Films are to the 
Mumbai film industry. Planman produced Saanjhbaatir 
Roopkathara (The Fairy Tales of the Evening Lamp) in 2002, 
the first regional film distributed by Columbia Tristar. Unlike 


with most Bengali films then, Planman had kept a neat 30 per | Marathi, Gujarati or Assamese films? 





BENGALI CINEMA 


| cent of their Rs 45 lakh budget for publicity. Commercially 
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successful directors like Swapan Saha and Chakraborty are 
working with the best in Mumbai while making Bengali films. 
Saha is making a film for Jhamu Sughand, while Chakraborty 
is making one for Saregama. 

If commercial movies have been successful, the arty ones 
have also hit the limelight. The international success of films 
like Chokher Bali (Sand in the Eye) by Rituparno Ghosh, 
Mando Meyer Upakhyan (Story of a Fallen Girl) by Buddhadev 
Dasgupta, and Saanjhbaatir Roopkathara by Anjan Das has 
drawn global attention towards the Bengali film industry. 
These films made money from marketing aimed towards ur- 
ban Bengali audiences in India, through film festivals, com- 
mercial release in overseas markets and, interestingly, in the 
case of Saanjhbaatir Roopkathara, through sales to European 
film archives. Planman Life, for example, made about £800- 
1,200 per screening through the 11 shows they held in the UK. 
They also sold the film to a few European archives with a price 
tag of $5,000, which helped them recover the Rs 45-lakh bud- 
get. Mando Meyer Upakhyan was bought by international dis- 
tributors Cinemavault for $ 1.5 million. Its production cost? Rs 
65 lakh. Swapner Din, a Jhamu Sughand production directed 
by Buddhadev Dasgupta, has just been snapped up for inter- 
national distribution by US-based The Film Sales Company 
which distributed Michael Moore's Fahrenheit 9/11. 

The business models and the planning are all made of 
the stuff that made the Hindi film business a safer hunting 
ground for firms: the portfolio approach. The idea is to make 
several films — big, medium and small budget ones — with a 
mix of ideas ranging from conservative to plain cuckoo in the 
hope that some of these will hit the bulls-eye. So, Saregama 
will have its first big-budget movie (read: crore-plus), directed 
by Chakraborty with Prosenjit in the lead, on the floors by Jan- 
uary 2005. Plus, it is studying a range of scripts to be turned 
into movies with budgets of Rs 25 lakh and thereabout. "We 
can take risks with such small budgets and play around with 
creative options because an audience for such films exists in 
Bengal," says Sunil Bhandari, vice-president, group finance, 
RPG Enterprise. The idea is to produce four to five smaller 
films in quick succession, and keep the pipeline full between 
two big-ticket films. 

The dangers? If the Bangla film business is mimicking the 
Hindi one to success, it could well go along the same path of 
inflated budgets and crash — like what Mumbai went through 
in 2002. One of the reasons why making a Bengali film is at- 
tractive is its low investments-high returns flavour. That is a 
perfect setting for speculative investments. Vikramjit Roy, 
head, publicity and acquisitions, Columbia Tristar India avers: 
"The motion picture business is essentially a portfolio one, 
and there will always be hits and misses. I don't think the 
misses can stop this resurgence.” The other issue is piracy, a 


, non-issue for the industry so far. But as films start becoming 


popular, piracy will hit the industry. 

But these are battles that most of the new breed of produc- 
ers are well-equipped to fight. The interesting thing to look out 
for is whether such bursts of investment and enthusiasm also 
break out in some of the more moribund regional film 
industries. Can there be a box office once again for Kannada, 
LJ 
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Do community workers 
make better team players? 
Learning to respect differ- 
ences will make us less 
Selfish, says CEO Shantum 


MEERA SETH 


ARIK Chinoy saw two sets of documents on 
his table; one from his systems team and one 
from his structures team. Once again, it was 
up to him to build the bridge between the 
two. Even without reading their notes, he 
could tell that the two reports had been de- 
veloped in isolation of each other. The or- 
ganisation structure that Team A was suggesting was likely to 
be oblivious of the systems recommendations of Team B. Now 
Chinoy, as senior manager, would have to call a joint meeting 
and presentation in his room and watch the cold war play out. 


Chinoy knew what would happen. It was always unpleas- | 
ant. At the last meeting to discuss interim structural recom- | 


mendations, Vinay Sharma of structures had made a sugges- 
tion, completely bypassing a detailed one-page note from 
Nagesh Rao (systems) on why a particular reporting relation- 
ship was a contravention of accepted accounting controls. 


Vinay found favour with his team. Nagesh, at that point, got | 


up to leave the room, saying: "I don't see any reason for my 
team to be here. If my note is not worthy of being read and as- 
similated, our contributions are a waste of our time. Fine!" 
Chinoy, during moments like these, imagined a cardiac ar- 
rest and doctors blaming the two teams for the stress they 
caused him. But then, Chinoy had been arbitrating these wars 
for three years now. The year-end would mark the fourth year 
of dissonance, but mercifully, it would also be a time when 
he would appoint his successor if his move-up as director 
came through. For that year, Bright and Thakur (B&T), the 
firm of management consultants, was retiring one director 


and the next line of senior managers would throw up a likely | 


CASE STUDY 


candidate to take his place. Chinoy was a strong choice — his 
new business efforts had been tremendous. Jeet Singh was an- 
other choice and so was Sunil Bharati, the two other group 
heads at B&T. 

Chinoy needed to either resolve the issue or overcome it. 
Both seemed impossible. How could he, when the differences 
between the two teams spanned community, skills, acade- 
mics, language, accent — in fact, everything? The systems 
team was made up of accountants (three types), IT people, fi- 
nancial analysts and their ilk. The structures team was pre- 
dominantly comprised of MBAs. There were other differences 
too. Systems was an overpowering South Indian group. Un- 
cannily, the structures team was predominantly North Indian, 
or rather, non-South Indian. Over time, what happened (also 
aided and abetted by the business cycle when B&T got more 
systems assignments) was that the systems team came to be 
seen as performers, and other South Indians gently edged 
their memberships into the systems team. Some nepotism, 
some brotherhood, but no one minded it because it did not 
matter then. But now, it was threatening Chinoy's peace with 
his cardiac system. Equally, the MBAs formed their own clique 
and spouted and spewed serious extracts from Kotler and 
Welch, gliding with élan over marketing and sales problems 
and finding great favour among clients riding the marketing 
bandwagon of the 1990s. Unfortunately for Chinoy, he inher- 
ited this cultural divide when he joined B&T in 2000. 
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j €, Chinoy decided to discuss this with Sunil — he was likely 





to find a solution that did not involve the partners. They 
agreed to meet during lunch. When Chinoy walked into his 
room, Sunil was working on a spreadsheet. "Give me a sec,” 
said Sunil. "I have to send this off to the chairman of Silver 
Acres (SA) where I live. It's interesting, Tarik, take some time 
and read it. You know, SA is a bit outside the city. We have two 
community buses doing two trips to the city currently. The bus 
service runs at a loss because it isn't doing enough trips. The 
fixed cost is already sunk— we need more seat utilisation, 
given that fuel cost is marginal to running the buses. I had to 


figure out the preferred bus usage ofthe community through a | 


survey, tabulate and study the results, draw route maps based 


on the preferred timings for each destination provided by | 


people. All told now, we will launch eight round trips. Luckily, 
someone else has to figure out the costing for tickets for each 
route/destination and the break even points. Phew! Other- 
wise, I'd have died doing this." 

Chinoy grunted: “I have enough of a challenge without 
you adding to it, Sunil. Listen I want to discuss something seri- 
ous." And Chinoy told him his story. "Now, I have two teams of 
like-minded people, but both very rigid and very apart. One 
team usually speaks in Tamil or Kannada when they don't 
want the other to understand; the North team uses special en- 
dearments to address the South team, which in the context of 
the divide, becomes offensive and deepens the divide. The 
structures team refers to the systems team as 'Madrasi' be- 
cause all are from the South and the systems team calls the 
structures team 'Punjabi' because none of them are from the 
South. Dgn't laugh, Sunil, it is not funny anymore!" 


HEN Sunil had controlled his mirth, Chinoy 

said: "But you know what, the systems team is 

efficient too. They are all usually in agreement 

with each other, greater bonhomie, etc., but I 
also notice a deep resistance to anything unconventional sug- 
gested by the other team. Now, a point has come where any 
difference is attributed to community of origin and not situa- 
tional factors. Now there is a war between the two teams and 
my assignment is suffering!” 

Sunil heard this intently, then said: “You know, diversity 
holds tremendous potential to both make and break. I have 
been noticing exactly this feature of diversity in my commu- 
nity work. The differences can be a cause for unifying, and it 
can also be a cause for putting people in boxes." Chinoy 
looked at Sunil with an uneasy feeling; here he was battling di- 
versity at the workplace, wanting to build a stronger organisa- 
tion, but Sunil seemed focused on his community work. As if 
on cue, Sunil said: "You know, every moment of our lives is 
filled with diversity. We train our mind to focus on those that 
are rewarding. So, one step is to be focused on diversity and 
the second is to develop skills to deal with it. In organisations 
you can, at best, carve your imaginary territory and permit 
membership based on your subjective preferences. But peo- 
ple limit themselves when they do so. 

"At SA, our goal is quality life; people own their territories, 
their properties, so they can choose to act the way they want. 
But then quality life also means being able to smile with re- 
spect at each other when we meet, be it in the workplace or the 
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community park. Its about managing differences. Listen to 
this: I got a call last week from a 70-year old resident who said 
he was a heart patient, and the neighbour's dog was barking at 
him which made his heart beat faster. So I went to meet his 
neighbour, a kind lady of 40. But she said her poor Jimmy was 
such a decent sort, and he did get scared of this gentleman! So 
see, two people in the same situation have different priorities 
and different perspectives. Here, the owner says the dog is 
scared; the neighbour says the dog is mad!" 

Chinoy, was now coming to the belief that Sunil was, in 
fact, mad. Every time he placed an organisational situation 
before him, he lapsed into a Panchatantra-like neighborhood 
fable involving cats and dogs. Chinoy, therefore, returned to 
his gloom. 

The next day, Shantum Nath, the senior partner at B&T, 
called in his three senior group heads. B&T had won a new as- 
signment with a huge public sector corporation — an organi- 
sation survey. "Typically, this will follow with a systems eval- 
uation and structure study," he said. But when he 
asked Sunil's group to do the survey, Chinoy said: 
"In that case, it makes more sense for the sys- 
tems and structure teams to do the survey, as 
they will be more in sync as work pro- 
gresses to systems evaluation. I prefer to 
work on the whole assignment as one 
team than have cross teams." 

Sunil agreed: "Makes sense to me if 
you agree too, Shantum. In any case, I 
don't have a team for systems, al- 
though my boys are brilliant with 
structure." A pleased Chinoy smiled 
but added with a wink: "So you get to 
focus more on your other jobs?" “No,” 
said Sunil, "so that you don't lose this 
chance to integrate your two teams. 
Tarik. I do think it will be a major bridge 
builder. Go for it!” Then, after some thought, 
Sunil said: "Tell me Shantum, if Iam wrong. 
My feeling is that the more we encourage inde- 
pendence, self reliance, core groups, and specialist 
teams, the more we will operate as islands. Yes, such 
teams have their merits too, but only when they don't grow 
into cultural islands. I'd encourage breaking rules and creating 
cross-functional teams. Jeet and I often fuse our teams so that 
they face change, diversity and differences. Plus, they now can 
‘handle’ Jeet and me — they have cracked two codes!" 

Shantum was intrigued: "Chinoy, what do you feel?" But 
Chinoy was not sure. "We need to talk about this at length," he 
said. "Fair enough," said Shantum, “why don't we meet at the 
Club Saturday evening after my golf game?" 

Saturday evening, as Jeet, Chinoy and Shantum were 
seated at the club, they spotted Sunil at a distance talking to 
the CEO of Elcosys, Murthy. Shantums face lit up with expec- 
tation — B&T had been pacing Elcosys and their last pitch was 
awaiting results. So was Murthy signing them on? 

Sunil laughed when Shantum asked about it. “Murthy 
owns a villa at Silver Acres. He heads the pets management ini- 
tiative. Naturally, since he owns four German Shepherds!" 
Shantum grinned. Chinoy shook his head: "Sunil, your whole 
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life pivots around your community work!” 

"Oh no,” said Sunil, “it's only weekends and late evenings. 
And sometimes during lunch hours!” 

“You seem to be doing a lot of work in your area,” said 
Shantum, probing. “Surely it must be stressful: you must be 
coming in for a lot of criticism?” Sunil shrugged: “I don't know 
about stressful— that's a point of view. But I am, for the mo- 
ment, enjoying it. Ihave been doing this for the last 19 months. 
Its interesting to see how people behave, respond and con- 
tribute when it comes to working for everyones good and your | 
own. But overall, my feeling is that it brings everyone closer. 


Sure, we have disagreements and all that — because every- 
one's immediate lives are involved when we discuss thingslike | 
water supply, etc. People tend to take things personally, but I 
have learnt one thing: the story you have cannot change, but 
you can change the way people view it in your telling. As for 
criticism, well, in my last job, I got a fair amount of criticism, at 

school and college too I got a reasonable amount of it. So | 
what's wrong with it in my community?" 

Jeet, who was usually the silent sort, now 
perked up: "Organisations are communities 
too, I have seen, and communities are 
great equalisers. Murthy may be CEO at 

Elcosys, but I have had the opportu- 
—. nity to watch him collaborate with 
~ pet owners. My wife happens to 

have designed the poop-scoops 
and pet collars for SA at Murthy's 
request, and he has spent many 
hours discussing such detail, it is 
amazing. I have often wondered 
what drives him and where he gets 
the time, considering the kind of 
work Elcosys is doing!" 
"Not just Murthy,” said Sunil. “The 
person in charge of garbage sorting and 
disposal is Chacko of Galaxy TV. At SA, 
practically 50 per cent of the residents have 
a high level responsibility at work; they are 
typically CEOs, presidents, VPs. I have noticed one 
thing— the people who have volunteered for complex 
community work are the ones who would appear to have the 
least available time. And they are all above 40, which means, 
physically, they are not the best off. Yet, they put in so much 
time and effort that it makes me wonder about the young 
turks! But my guess is that the young turks are young turks be- 
cause they don't waste time with community activity. I guess 
there is a time for everything, even being a young turk!” 
Shantum then got to talking about cross-functional teams, 
when Chinoy said: “I am not very comfortable with the idea of 
cross-functional teams, just for the sake of forcing the diver- 
sity angle. Yes, I do want both teams to break down barriers, 
but I am not sure the solution lies in forcing them to face it. 

Chances are, such a team may even come to a grinding halt." 

Shantum agreed, but said: "That risk may be valid, but isn't 
there a greater need to break barriers than to protect them 
from confronting it? Yes, they will be uncomfortable in the be- 
ginning, they will even be suspicious — but don't protect them 
for the wrong reasons! Life is a big community..." 


» 




















CASE STUDY 


Chinoy was waiting for this. He said: "Are we all getting car- 
ried away by Sunil's gregarious ‘I love everyone’ mode? | can- 
not switch modes like that, and besides, | do feel running an 
organisation for profit is different." 

Sunil agreed, but added: "Tarik, it's actually more about re- 
specting differences. | agree that managing differences every- 
where is the same — and managing people is about managing 
differences in skill sets, age, gender, background, psychology, 
physical attributes, education, motivation, ambition, etc. 
Everything else — policies, training, promotions, salary, cor- 
ner cabin, off sites, educational degrees, refresher courses, 
certifications and counselling — are just tools to manage 
those differences. 

“However, outside of the workplace, many of these tools to 
manage people are not available, while the differences persist 
and need to be addressed. This handicap is a powerful in- 
hibitor of two things: initiative in the community and visible 
results from any initiative taken. In the workplace, half the ef- 
fort will get twice the results. Within a community, twice the 
work will perhaps get half the results. 

"Ina community, there are so many differences in living 
habits, and thus complaints: 'My neighbour's dog doesn't let 
me sleep; his dog pooped on the walkway in front of my 
house; my neighbour parks his car in front of my drive; my 
neighbour doesn't keep garbage in a bag and it scatters all over 
my lawn; my neighbour dries his clothes on the common 
picket fence...’ Recently, someone complained that he doesn't 
like seeing his neighbour's gas cylinders from his living room! 
The genesis of why some behaviours or habits bother people 
lies in the memories we carry about similar events or behav- 
iours. We have the choice to fight it, resist it, tolerate it, respect 
it. But first we need to address it, address the differences.” 


HANTUM was now keenly listening. He asked: "Tell 

me, Sunil, do you always find solutions to these com- 

plaints? They do seem weird! Rather, do the solutions 

come from the users?" Sunil felt it usually worked bet- 
ter when the solutions came from the users. "But often one 
also gets a pile of rhetoric solutions," he said. "Like some resi- 
dents cribbed about the lack of driving sense in the commu- 
nity. One resident, a corporate manager, wrote a mail saying: 
‘Why isn't anyone doing a road safety campaign to educate 
residents?' I asked her to participate. We met once. I asked for 
specific goals of the campaign, the method to achieve those 
goals, the method to measure that achievement and so on. We 
were to work on it together. One month has passed and she 
hasn't had the time. So you see, some people feel that drawing 
the attention of the management or the government is one 
way of solving. The point is that the ‘anyone’ they are looking 
foris they, themselves, the user." 

While at an esoteric level, these discussions may have in- 
terested Chinoy at another time in his life, but right now, he felt 
these were two distinctive platforms. “In your case," he said to 
Sunil, “the diversity or differences you talk about are tangible, 
visible. In mine, it is subtle. I don'teven know if there is a real is- 
sue or these are imagined. Fundamentally, ves, one is a group 
of CAs, CWAs, IT professionals; the other is a group of MBAs. It 
comes down to: ‘I am better than you because... Yet, I have not 
witnessed any overt discrimination arising out of that." 
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Shantum was perturbed. He said: “It will never be overt, 
Chinoy. Usually the discrimination is subtle, covert, even un- 
conscious.” And Sunil added: “A tussle between the left brain 
and right. We Indians have a certain brahminical leaning to 
numbers and quantities, regarding anything softer as ‘fluff’. So 
math is venerated, literature is not. Statistics is revered, behav- 
ioural sciences is not. The flip side is the entry of MBA brah- 
minism, a new cult for India, which feels more skilful with in- 


terpretation and analyses and feels others are number | 


crunchers or paper pushers. These are unconscious feelings, 
never voiced. But what happens is, if such a people are also 
segregated as distinctive teams, you have a perpetration of 
‘my religion is better than yours. This leads to subtle but pow- 
erful body and mind messages being transmitted at the speed 
of thought. 

"At the cost of distracting you Tarik, one resident — while 
watering her trees — accidentally sprayed the Fisher Price ve- 
hicles of her neighbour's kids which were parked outside her 
lawn. The lady and the neighbour fellow got into a mean argu- 
ment. The lady said: ‘These tenants don't know how to be- 
have.' As it happened, the neighbour was a tenant, not an 
owner. See how we unwittingly put people into boxes? And he 
sat there, his chair slightly turned away, reading a newspaper, 
sending out ‘you can't reach me’ messages; but at the first 
chance, he said: 'People without kids don't know how to be- 
have.’ Another class system was being born. 








"So it's possible that both your teams are sending out very 
powerful ‘I am not accessible’ messages. Thereby both are 
seeking exclusivity. And that exclusivity gets endorsed and set 
in stone when we have distinctive job descriptions for each 
team. Therefore, I suggest mix and match, create fused teams, 
it will only add value. Not that the bickering will stop — be- 


| cause we humans have been trained to be ‘individuals’ — our 


schools and management institutions urge individuality. But 
the bickering will reduce." 

For the first time, Chinoy agreed. "For that there has to be 
an acceptance of each other's differences," he said. Sunil 
smiled deeply: "Heck, this word 'acceptance' itself is loaded 
with built-in superiority, no? Instead, I think there should be a 
celebration of differences, enjoying it, letting it be that — a dif- 
ference. What's wrong with difference?" 

Shantum, who was pondering, said: "I am sure neither 
team ‘hears’ the other. What they 'see' are the differences. It 
happens all the time — fat person, short person, bald person, 
pregnant person, stammering person. It's all at the visual level. 


_ We were discussing exactly this at a personality lab last month 


— how to listen to ‘different’ people. And invariably, it is the 
person in a position of assumed superiority who challenges! 
Don't we talk about Bengali accents, South Indian accents, 
and cockney accents because we cannot respect the differ- 
ence? Likewise, we also feel people who cannot speak English 
lack sophistication, lack intelligence." 


UTashe drove home, Shantum continued to ponder 

on à different attribute. He asked himself; "Who is a 

team player? And does team building start in the 

community or do you save your managerial graces 

for the HR monitors? And are all the management skills you 

learn meant to be used for toothpaste and soaps only, or is it 
not applicable to the world at large? Are we a selfish people? 

Shantum recalled something he had read recently. CEOs 

and VPs who worked for the community were a special bunch 

of people. Ben & Jerry's (the US ice cream company) was a 

company that actively sought such people; a whole lot of the 


. natural food companies in the US had CEOs like that. This is 


what he had read: Ben (of Ben & Jerry's) took a month off from 


. his business last month and took to the highways of America 





with a rude effigy of Bush, pointing out to Middle America that 
the President lied to us and that the invasion of Iraq must end. 
Imagine, he thought now again, reliving the surprise he had 
felt when he first read it. ‘Imagine, Ben the CEO. He just felt so 


| mad about it all, he did something. I can imagine what his 


recruitment practices are like... | cannot name any Indian 


_ company like that, he mused. 


Sunil and his much joked-about community work: but 
what a team man! Not once had it come in the way of work. 
Community work was a value addition to personality devel- 
opment, thought Shantum. "This indicates a person who 
would bring some great team skills with him; a person who 
would know how to stop and listen and find a solution to is- 
sues. Community help organisations are usually run by folks 
who are problem-solvers by nature," he thought now. "They 
have to be, to survive and implement programmes. That is a 
great skill to have in any company." 


And Shantum smiled. a 
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figured things out on their own or used 
their own personalities as guides to 
manage their teams. 

Chinoy has been running away from 
| the problem for over three years and 
. even hopes that he will get promoted 

out of the mess. The saving grace is that 
| he is intuitively against "forcing the di- 
versity angle" and pushing the systems 
and structures groups into cross-func- 
| tional teams. Much work needs to be 
| done before he can move in that direc- 
| tion. The two groups are incredibly dif- 
ferent and have been battling one an- 
| otherfor years. So, what is the way out? 
The first step would be to create an 
experience that allows members of both 
groups and Chinoy to see each other as 
| human beings. It should allow them, in a 
| non-obtrusive way, to experience, un- 
derstand and practise the skills they 
need to work well together. Shantum 
can get a clue from what Sunil has been 
saying and what some other organisa- 
tions have done in similar situations 
utilising the field of 'social' work, 
i.e.,work that is outside the boundaries 
of one’s family and normal workplace. 
For instance, sixteen members of 
the HR function of a large, spread-out 
multi-national in India found out after a 
meeting that each of them worked as if 
the others were not there. Obviously, the 
sum total of the HR's contribution en- 
ded up being far less than hoped for. All 
of them agreed that 'something should 
be done. Then, one of the members vol- 
unteered. He asked everyone to come to 
the company guest house at 8 a.m. the 
day before the formal planning session. 


u 
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Theauthor heads Zahid Gangjee & Asso- 
ciates: Organisation and H.R. Consul- 
tancy in Kolkata. 


N today's competitive world, all 

companies, especially manage- 

ment consultancies like B&T, have 

to ensure that their people have 
high expertise. This naturally leads to a 
structure where experts in one domain 
are grouped together. This is referred to 
in management literature as ‘differenti- 
ation. Yet, the same literature tells us 
that whenever we differentiate we must 
'integrate. Simply put, whenever we di- 
vide people, we have to ensure that they 
remain linked together because the fi- 
nal output depends on different kinds of 
people working together. By allowing 
the structures and systems groups to 
operate separately, B&T has broken 
this fundamental rule. 

B&T has not understood that 
leaders at senior levels have to 
work with and through people. 
High domain knowledge and 
skills are not enough. Leaders like 
Chinoy must have team building 
skills, the ability to manage con- 
flict and emotional intelligence (di- 
agnosing and managing the emo- 
tions of yourself and others). There is 
no evidence that B&T has provided any 
development in these areas to its senior 
managers. Sunil and Jeet seem to have 
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Their curiosity grew when they were 
asked to keep only Rs 100 with them. 
When they arrived, they were asked to 
climb into a bus and were taken to a res- 
idential school for blind children. 

After the children’s committee wel- 
comed. them, they were taken to the 
kitchen and told that they had to pro- 
cure raw materials and cook the lunch 
and dinner for the community of 120 
people using whatever resources they 


. had. They also had to put up an enter- 
. tainment show before serving dinner. 


They did it! One need not go into the de- 


| tails of what they discovered during that 


hectic and satisfying day. Needless to 
say, they worked much better together 
during the planning session the next 
day, and remained connected during 


| the following year. 





The next example is of an HR con- 
sultant who also writes and acts in plays. 


_ He noticed how close people get when 


putting up a play together. When he was 
asked by a CEO to do a team building 
workshop for his top team that was 
pulling in different directions, he rec- 
ommended that the CEO let them write, 
produce and act in a play instead! Hav- 


_ ing got the permission, he took the team 


to a school for underprivileged children 
and explained that the proceeds from 
the play would be given to the school to 
buy books and equipment. So they had 
better put up a good play. They did — 
and enjoyed every moment of it. All the 
managers reported learning new skills 
(and reviving old ones) during their 
experiences. They stopped their ‘mi- 
nor’ bickering in the organisation and 
pulled together. 
There are many such examples, but 
the above two should suffice. Take 
people out of their usual contexts of 
power, authority and ‘turf’, and give 
them an opportunity to work on 
something that matters at a hu- 
man level. Their own humanity 
will get activated. 
Shantum should sit with Chi- 
noy and brainstorm to identify a 
‘social’ work opportunity that the 
structure and system groups 
could meaningfully experience. 
Once they have been through this 
experience, Chinoy can take the risk 
of putting them into cross-functional 
teams. Then, perhaps, Shantum can 
continue to smile! EI 
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ban microfinance and runs a grassroots 
citizen movement for democracy. He can 
be reached at ramesh@janaagraha.org 








HINOY has got too much caf- 

feine in his bloodstream. Here 

is someone who has such a 

predictable, monorail view of 
the world that you start feeling sorry for 
his wife. Throughout the three years that 
he has been ‘managing’ this problem — 
and doing a fairly poor job of it, given 
that very little seems to have changed — 
he has displayed no capacity for lateral 
thinking at all. So, the first thing he 
needs to do is take a deep breath, look 
out of his window and check out the 
last of the monsoon showers. 

Now. There are a couple of 
ways to look at the issues between 
the two groups: the first is to see it 
as a classic group relations situa- 
tion which happens frequently in 
medium-to-large size organisa- 
tions. A second approach is to take 
less of a managerial view, and go be- 
neath the skin to understand issues of 
individual motivation, organisational 
culture, diversity and the larger context 
ofa corporate institution within society. 














Viewed through the first filter alone, 
it is hard to understand why this prob- 
lem needs to be addressed at all. It 
hardly seems critical to anyone besides 
Chinoy, and both groups are perform- 


| ing fairly well; it is a fact of organisa- 


tional life that all communities are not 
'bhai-bhar. But if the firm believes that 
this is not healthy in the long-term, then 
of course the situation cannot be ig- 


| nored. And if this were true, then Chinoy 


is probably least likely to solve the prob- 
lem. He cannot suddenly become all 


udy analysis 2: Ramesh Ramanathan 


gooey about championing diversity; it's | 


not consistent with his personality. It's 


| amazing how quickly team members 


can smell a fake bonhomie leader. 

In fact, maybe Chinoy is part of the 
problem. Although it says that he inher- 
ited the issue, it has clearly exacerbated 
during his tenure. Maybe the best thing 
that could happen is that the groups 


| stay in status quo until a new boss 
| comes, one who can take a genuinely 


different approach. All problems don't 
need to be solved; sometimes, they take 
care of themselves. The other view is the 
more interesting and radical one, like 
swinging upside down from a tree. 

The strange thing about being a suc- 
cessful professional is that the more 
successful we are, the more conserva- 
tive we get, and we begin to believe in 
the smokescreens that we have built 
around ourselves. Taking on an unex- 
pected activity like community work 
can shake us out of the monotony of our 
lives: no rules, no hierarchy to enforce, 
no boilerplate colleagues. And in the 
process of this engagement, two things 
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could happen: one, we can begin to see 
new options that we never saw before, 
or two, we can become more creative at 
work. Both are desirable outcomes. The 
first is more radical, with discontinuous 
consequences. The second is a more 
seamless way to integrate change into 
one's professional life. 

Beyond individual introspection, 
there is an institutional dimension as 
well. It's hard to try different things if the 
dominant organisational ethos is dia- 
metrically opposite. It's really important 
to understand what the institution be- 
lieves about its context in society and 
how it chooses to fulfil this. This can 
come only from the leadership of the 
firm, not middle-managers. 

At Chinoy' level, what choices does 
he have? Solving the problem is the least 
of his issues. Looking long and hard in 
the mirror to figure out what makes him 
tick is the bigger point. At a minimum, 
he needs to take himself less seriously 
and begin to understand his colleagues 
in different contexts and let their social 
equity grow inside the organisation. 

This phenomenon in India could be 
the result of nouveau-globalisation, in 
which professionals have bought into a 
myth about successful personality ty- 
pes. As the Indian corporate sector ma- 
tures, more individuals will realise that 
there are multiple ways to build suc- 
cessful careers. Many of these begin 
with allowing creativity, diversity and 
unexpected challenges into ones life. It's 


| a win-win: you can do good, and you 


can do well at the same time. 

Take a look at the following statistics 
from a survey on community involve- 
ment of Harvard Business School grad- 
uates and Fortune 5000 company CEOs, 
called The Invisible Side Of Leadership. 

@ 81 percent are with non-profits 
and 57 per cent are board members. 
ill Community service is not just a 

late life phenomenon. Over 60 per 
cent of recent graduates (25-29 
age group) are involved with 
non-profits. This rises to about 90 
per cent by age 55; board mem- 
bership also reaches 70 per cent. 
Bi Sixty-three per cent considered 
their non-profit involvement to be 
'very important, and another 35 per 








cent 'moderately important. 


Of the three, I suspect that Sunil is 


the only one smiling in his sleep. LJ 
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It is 
possible, 
and 
critical, to 
determine 
signs of 
fair play 
and a 
sense of 
equality 
in your 
customer 











Choosing the 
right customer ll 


N THE last instalment of Arbor Mentis, | 
raised the issue of choosing your cus- 
tomer right. I stated four factors that are 
critical for this. The first two are the 
techno-managerial value that the cus- 





| tomeraddstoa companys capabilities, and the 
| trust-building capability to reduce cycle time. 
| We kept aside two factors — the customer's 


sense of equality and, finally, whether it is going 


to be commercially a win-win for the parties. | 


Let us dwell on these last two factors. 
In most institutional business dealings, the 


customer has the upper hand. In many cases, | 


the customer is also the larger entity. Despite a | 


superfluous sense of camaraderie, individuals 


in the deal sometimes make it obvious that the | 


two sides are unequal. Sometimes, they even 


demand deference from the ‘supplier’ ahead of | 


product or service delivery. Some play along, 





reinforcing customer behaviour. Nothing wro- | 


ng, except that the customer loses the capabil- | 


ity to take ‘no’ as an answer. This can create dev- 
astating downstream consequences. The 


| supplier, given to serving the customer with | 
| servility ahead of efficiency, learns to hide bad 


news and does not question poor judgement 
which can have postponed consequences. 

It takes a great amount of ego-less behavi- 
our for a larger party to set the ground rules 
ahead of time, to make it clear that the contrac- 
ted business outcome is more important than 
pleasing someone. It is true that equal treat- 
ment has to be won with demonstrated com- 
petence. But if equal treatment is not front- 
loaded, many well-meaning and competent 
organisations fall short of delivering their best. 





the marketplace is a good mirror of a cus- 
tomer' dealings with other suppliers. 

Now, let us talk about the last factor: a com- 
mercially win-win deal. Simply put, it is a deal 
that will survive the architects from both sides, 
long after they are gone. If both sides pay atten- 
tion to the ability of a transaction to survive, 
everything just falls into place. Both buyers and 
sellers can be notoriously capable of taking a 
short-term or a tactical view of an engagement. 
But eagerness to buy business is often the cause 
of transactions that dont survive. 

Win-win deals are reference worthy. It is 
commonly understood that the seller is in 
search of a good reference. What people do not 
realise is how it works the other way too. Suppli- 
ers often build up a collective social memory 
and use varying standards of dealings depend- 


| ing on the reputation of buying organisations. 


Sometimes, good companies stay away from 
certain customers. Sometimes, the buyer-seller 
roles get swapped. Particularly as one gets se- 
nior, while making job changes, prospective 
employers do reference checks with the selling 
organisation. I have personally been party to a 


| situation when an ex-customer, who wanted to 


raise venture funding, had me as a referee. This 
implies there was mutual faith borne out of col- 


. laborative behaviour in the past. 


Fear and sycophancy seldom produce en- 
durable outcomes. Many buying organisations | 


understand this. Some do not. The rubber usu- 


| ally meets the road when things run in to unan- 


ticipated difficulty. Who loses? The supplier 


| does. So does the buyer. Given the long-drawn 
| nature of negotiations, it is possible, and criti- 
| cal, to determine signs of fair play and a sense of 
| equality in the customer organisation. Often, 


Win-win deals recognise the impossibility 
of predicting the future. Unusual events hap- 
pen in a world that is in great flux. It needs flexi- 
bility on both sides to keep an open mind, to re- 
examine assumptions on which the framework 
of an agreement rests. If that doesn't exist, one 
of the two loses. Therefore, it is important to 
build mental flexibility and rise above contrac- 
tual terms in dealing with unusual situations. 

Why should the factor relating to commer- 
cially win-win deal trail the other three? It is 
simply because if the first three are present in a 
relationship, both parties can always go back to 
the drawing board and fix a deal. Thus, the 
techno-managerial value-add, trust, and sense 
of equality precede sensible deal-making. W 
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SHELLEY SINGH 


| on, and see the little genie boot up in | 


AST week, when Advanced Mi- | 


cro Devices (AMD) delivered a 

half metre long box at my office, I 
thought it was a box of crackers. 

They had promised to let me try 

out their Personal Internet Communi- 
cator (PIC), alow-cost PC made for mar- 
kets like India, China, Russia, Mexico, 
Brazil and the Caribbeans. Thankfully, | 
didn't have to alert the bomb disposal 
squad. The neatly packed box con- 
tained a shrunk CPU, the size and 
weight of the dictionary on my book- 
shelf, besides a mouse and power cords. 
The PIC itself was a grey sealed box 


with fluorescent-green piping around it | 


and green mushroom-like buttons on 
thetop. This one was shippedall the way 
from Solectron's Mexico plant, the only 
unit making it at present. I was told that 
the PIC is for computer have-nots and, 
hence, lacked the bells and whistles. At 
$185 (approximately Rs 8,400), it came 
with pre-installed software but no dis- 
play or keyboard. 

Its USP is the compact design. For 
hostel students and others in small flats 
or even at an office desk like mine, 
where books and papers compete for 





space with a briefcase-sized CPU, the | 
PIC is a space saver. Best of all, putting it | 


together was easy. Plug in a keyboard, 
mouse and monitor, switch the power 


The AMD Personal Internet 
Communicator. It saves space. It's 





TRIBHUWAN SHARMA 


less than 25 seconds — much quicker 
than my Pentium 4 workstation. 


Powered by AMD's Geode GX500 | 


366 MHz processor (also used in small 
devices like PDAs), it consumes only 1 
Watt of power and doesn't need a fan to 
keep cool. It has 128 MB of RAM from 


Samsung, a 10 GB Seagate hard disk | 


drive, a built-in 56 K modem for dial-up 


Internet, an ethernet port (in case you | 


want broadband or need to connect it to 
a LAN), a Microsoft OS, and four univer- 
sal serial bus ports to add peripherals 
like a pen drive or an external CD drive. 


It runs a version of Microsoft Win- : 


dows CE that includes some features of 
the Windows XP home and office soft- 
ware. The software suite comes with the 
Internet Explorer to cruise on the Web, 


MSN Messenger for instant messaging, | 
Windows Media Player, and PDF docu- | 


ment and image viewers. So, | can use 
PIC online to surf the Web, watch 
streaming video and read email; and 


work on it off-line for word processing : 


and viewing documents. 

The hidden costs: But to get the PIC go- 
ing without the comfort of my office 
peripherals, I would have to shell out at 


least an additional Rs 3,500 for a 15-inch | 


colour monitor and about Rs 1,000 for a 
USB kevboard. This raises the cost to 
about Rs 13,000 (without Internet). 
AMD's tie-up with Tata Indicom to mar- 
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ket the PIC doesn't make things any eas- 
ier. For, at present, if a competitor is of- 
| fering Internet connection cheaper 
than Tata Indicom, I can't go for it. To 
make it affordable, AMD would do well 
to make the PIC available off the shelf 
rather than be tied to a vendor. 

Another downside is that the sealed 

box leaves me without a CD drive or 
floppy drive, and without any option 
to upgrade. Be prepared to invest 
Rs 1,500 in an external USB CD drive or 
Rs 600 for a floppy drive. Over time, the 
overall price of the PIC could drop by 
Rs 800-1,000 if AMD' plans to manufac- 
ture at Solectron's Bangalore unit come 
through. 
Is it worth it? The Personal Internet 
Communicatoris similarto gadgets that 
were marketed as Internet access 
devices, and failed to make a mark. 
These include iPAQ Home Internet Ap- 
pliance from Compaq, Oracles New In- 
ternet Computer and similar efforts by 
Sony, 3Com and Net Appliance. While 
closer home, Wipros Janata PC and iSta- 
tion — a $150 email device — failed to 
attract buyers. 

Also, with entry-level PC prices 
falling below Rs 20,000, would it make 
sense to buy a stripped-down device 
that cannot be upgraded? The PIC is 
good, but only if you get it as a birthday 
gift. The more you use it, the more ap- 
parent its limitations will be. - 


inexpensive. So what's the catch? p RU N K 


The compact PIC packs 
a 10GB hard drive, 

128 MB RAM, a modem 
and Microsoft OS 
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Iam reading FIRST, BREAK ALLTHE | 
RULES by Marcus Buckingham and. | 
Curt Coffman. Itisabout peopleand | 
managementandhowto do better. | 
Therearesomeinterestingexamples | 
on how we manage and form percep- | 
tions; there are lot of things I am pick- 
ing up from it. 

The book contains this example 
of how we tend to be moreimpressed | 
by people with definitive opinions. So | 
if someone says 'I strongly agree; it 
sounds more emphatic than ‘I agree’. 
But according to the book, it is actu- 
ally more sensible to go with some- 
one who says the latter! 

Ireadalot of management | 
books. The last book I enjoyed and | 
learntalot from was The Other Guy | 
Blinked bya former Pepsi CEO. W | 


ALERT 
The Complete Cartoons of The 
New Yorker 


Edited by Robert Mankoff 
(Black Dog & Leventhal Publishers) 


— —— — — —'  — 


^. - THIS is a cartoon lov- 
er's fantasy come to f 
print: 2,004 of the best 
New Yorker cartoons, 

plus a double CD-rom of 
every cartoon it has 

ever published. It costs 
$60, but why should you 
complain? This irreverent, intelli- 
gent magazine helped comics get 
respect and made the one panel 

gag an art form. A famous sam- 

ple: two canines sit at a comp- 

uter. “On the Internet,” one says, 
“no one knows you're a dog." E 


| 
sa 





KIRAN KARNIK 





F one were to look for a modern- 
day fairy tale, few stories would fit 
the bill as well as Microsoft does. 
Begun in 1975 by two youngsters, 
one not even old enough to hire a 
car or go to a bar, it became the 
most valuable company in the world 





icrosoft’s 


states, “how Bill Gates and Steve Ballmer 
reinvented their company” following 
the antitrust proceedings of the US 
Department of Justice and the adverse 
rulings by various courts, including a 
recommendation to split up the com- 
pany (although that was a judgement 
later reversed by a higher court). Follow- 


| ing these traumatic hearings and nega- 


with a market cap that exceeded $500 | 


billion in 1999. It can be credited with 
starting a new industry — software — 
and making its co-founder, Bill Gates, 
the richest man in the world 
Yet, at the peak of the software 
boom, it was a company under deep 
pressure. Major legal cases revolving 
around antitrust charges and other alle- 
gations had tarnished the image 
of Microsoft. There was a 
widespread perception 
that it was a company that 
not only misused its mo- 
nopoly status, but was also 
aggressive, predatory and 
unmindful of both its cus- 
tomers and other peers in 
the industry. 
Microsoft Rebooted de- 
scribes, as its subtitle 


SELECTION 
Crippling the 
little guys 


ON'T skip the appendices. They 

take up all of 76 pages, and they 
are instructive. Contained within is 
the complex skein of laws that have 
been enacted by the government at 
the Centre and in various states, 
ostensibly to protect the cherished 
creature of Indian industry — the 
small-scale sector. 

From the regulations that govern 
the recovery of dues from the SSI to 
the Reserve Bank of India's guide- 
lines on rehabilitating the sick units, 
the appendices tell a sorry tale. For, it 
is these very laws that take away the 
natural advantages that small busi- 
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Microsoft 


EBOOTEL 


Mow Bill Gates and Steve Ballmer 
Reinvented Their Company 


tive media coverage, the company 
decided to undertake major reforms 
and do an image makeover. As part of 
the overall revamping, Gates handed 
over the reins of the company to 
Ballmer, his long-time associate, in Jan- 
uary 2000 and re-designated himself 
chief software architect while remain- 
ing a titular chairman. 

Robert Slater fo- 





MICROSOFT 
REBOOTED 


How Bill Gates & Steve 
Ballmer Reinvented 
heir Company 


By Robert Slater 
Portfolio 


! { 
174 


ROBERT SLATER 


nesses have, leading to waste of 
| human and material assets. 

The small entrepreneur is a high 
risk-taker. But he is subject to numer- 
ous constraints, the most basic being 
the inflexible procedures that deny 

| him credit in time. He also suffers 
from lack of access to professional 
expertise, managing to survive 
primarily on personal networking 
and flexibility in adapting to ever- 





SMALL-SCALE 
INDUSTRY IN 
INDIA 


Edited by Bibek 
Debroy & Laveesh 
Bhandari 
Academic 
Foundation 
Pages: 238; 

price; Rs 495 


Small-Scale industry in india 











cuses on the transition of Microsoft in 
2002 and 2003, dwelling at length on the 
role of the two key players in creating a 
new organisation and changing the old 
image. An afterword touches on the 
new challenge the company faces: the 
decree from the European Commission 
requiring certain specific actions from 
Microsoft and a fine of $613 million. 

For many readers, the highlights of 
the book will be the insights it provides 
of the style and persona of Gates. He is 
incredibly bright — a teacher estimated 
his IQ as being between 160 and 170 — 
and at nine had read the entire World 
Book encyclopedia. The retort of young 
Gates to insistent calls to come to the 
dinner table — "Mom, I'm thinking!" — 
exemplifies his orientation. He takes to 
computers in their infancy while in 
grade seven, but then chooses to study 
pre-law at Harvard. He has a temper, is 


miserly with praise but enjoys being | 


challenged even by junior employees. 


a week of meetings and 30 hours of 
reading and emails. He does a lot of 
reading, about 60 per cent of it online 
(including the news). Besides books on 
bridge, which is ahuge hobby, he reads a 


changing circumstances. 

Based on a study of bankruptcy 
among small businesses, the book 
says that the key problem is the 
laws. It finds that: "Taken together, 
they treat economic failure as a 
moral failure, prevent the entrep- 
reneur from accessing other 
competing sources of funds or 
rehabilitation possibilities." The 
laws also block the possibility of a 
fresh start by the entrepreneur, 
whose entire life hinges upon the 
actions of the public sector and 
bureaucrats. The net result: an 
incentive for 'demand' and 'supply' 
of corruption. 

For sharp snapshots of the prob- 
lems that cripple SSI, turn to the rev- 
ealing case studies. Hopefully, some- 
one in authority will read this book 
and accept its suggestions for chang- 
ing the odds stacked against SSI. W 





` tion course and had a spiri- 


ROBERT SLATER is 
the author of 25 
books, among them 
the The Wal-Mart Tri- 
umph and Jack Weich 
And The GE Way. He 
was a reporter with 
Time magazine for 
two decades 





lot of fiction. Interestingly though, vaca- 
tions are email free. The 'electronic 
leash' does not, however, extend to cell- 
phones, which he almost never uses. 
Unfortunately, we do not get such 
details about Ballmer. The occasional 
glimpses indicate a person who is a 
great team player and one who is also 
capable of being a leader, as he has 
shown himself to be in the last few years. 
He has a difficult tightrope to walk: work 
in close harmony with Gates and yet dif- 
ferentiate himself in what he does. Most 
importantly, he has to ensure customer- 


| satisfaction (if not delight), comply with 
Gates's style includes some 35 hours | 


many regulatory requirements and 
build a 'kinder, gentler' Microsoft, even 
as he needs to protect the competitive- 
ness, the passion and the must-win 
characteristics of the start-up. 

Gates's contribution to the new im- 


Joy in the 
left pocket 


HEN a billiards cham- 

pion and a manage- 
ment/PR whiz who made it 
through an exacting medita- 


tual awakening collaborate 
on a book with the title 
SUCCESS VS JOY, what would you ex- 
pect? You prepare for another braising 
concoction of Chicken Soup. 

But billiards man Geet Sethi and 
Sunil Agarwal, owner of 20:20 Media 
(also the publisher), manage to spring 
a surprise. While the book does tell 
you to eschew materialism and con- 
centrate on the finer things, there is a 
certain honesty about it that is dis- 
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BOOKMARK 


gentle gorilla 


age comes not only from his Trustwor- 
thy Computing initiative but also from 
his work with the Bill and Melinda Gates 
Foundation. It's the wealthiest charita- 
ble fund in the world, with an endow- 
ment of $26 billion that disburses over 
$1 billion each year in grants. While cyn- 
ics may see this as just another clever 
image-building exercise (don't forget 
the photo-ops with children in India 
and AIDS victims in Africa), the author 
reveals that Gates spends a great deal of 
time during vacations reading books on 
world health. He is certainly spending 
more time on the Foundations activi- 
ties, which may be good for both world 
health and Microsoft! 

All in all, this is a book with fascinat- 
ing nuggets about a pioneering com- 
pany and its extraordinary leaders. It is 
an excellent recording of contemporary 
business history — weak on analysis but 
strong on description and multi-point 
perspectives. Public relations profes- 
sionals, students of organisational 
change and leadership, and IT CEOs 
should certainly read this. " 





Kiran Karnik is president, Nasscom. 
Reach him at kkarnik@nasscom.org 


arming. Both authors draw 
lessons from their own 
experiences to distinguish 
between success and joy. 
Geet was 13 when he 
first began playing billiards. 
|: He remembers the sheer 
Joy of playing and finding 
that ‘sweet spot’. Joy, ac- 
cording to him, is playing 
the game for himself, en- 
grossed in excelling. Succ- 
ess, on the other hand, is the material 
gain that comes with such excellence. 
Though all this does touch a 
chord, a niggling doubt hits you. If the 
book is all about joy, why are the au- 
thors' pictures and interviews plas- 
tered in the newspapers? It does 
seem that there is no joy without 
success after all. 


CHITRA NARAYANAN 
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A case for privatisation 


OTH Indian Airlines (IA) and Air-India (A-I) 
need new aircraft. The former's proposal to 
purchase new planes has been pending since 
March 2002, when the carrier's board first 
approved it. The government then asked IA to 
reconsider the proposal, following which the carrier 
decided to induct aircraft on lease until new acquisitions 
came through. 

The acquistions proposal had to go before the Public 
Investment Board (PIB) as investments of more than Rs 
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100 crore require its approval. The PIB, however, didn't 
meet even as late as January 2004 because of the general | 
election. It was only in October 2004 that the civil aviation © 


ministry approved the original acquisition plan; IA's pro- 
posal to purchase 43 aircraft 
was cleared at the PIB meeting 
afew days later. 

Meanwhile, the projected 
cost has reduced from Rs 
10,089 crore to Rs 9,475 crore 
because of the appreciation of 
the rupee. Ninety per cent of 
this will be funded by external 
corporate bodies. The remain- 
der is expected to come from 
the government. Contrary to 
initial reports of opposition 
from the finance ministry, the 
PIB also asked the government 
to provide a sovereign guaran- 
tee to IA for the acquisition. 
Further, it recommended that 
the domestic carrier's equity 
base be raised from Rs 105 cr- 
ore to Rs 430 crore to help it raise debt in the international 
market. The civil aviation ministry will now take the pro- 
posal to the Cabinet Committee on Economic Affairs 


The delay in the acquisition of 
new planes shows that only 
privatisation can save the 
public sector carriers 





cent of their revenue on fuel; IA spends more than 20 per 
cent. Old aircraft are also costlier to maintain. IA spends 
15-18 per cent of revenue on maintenance costs, whereas 
other airlines spend only 4-12 per cent. That apart, sooner 
or later, old planes have to be retired. The domestic carrier 
last acquired new aircraft between 1989 and 1994. Some 
ofits B737s are 23 years old, and they are hardly reliable. 
True, if you don't have new planes, you can increase air- 
craft utilisation. But that works only up to a point. Uti- 
lisation rates have increased for both A300s and A320s, 
but higher utilisation also leads to higher maintenance 
costs. (A300s and B7375 are old, and it is difficult to in- 
crease their utilisation.) 

While the number of IA aircraft is decreasing, that of 
private airlines is going up. The 
upshot has been a decline in 
IAs capacity-share and, not 
surprisingly, in marketshare. 
On metro routes and high- 
density non-metro routes, [A is 
no longer competing with Jet, 
but with Sahara. With more 
planes, private airlines offer 
more convenient timings and 
draw away passengers. To 
compound matters, IA has to 
fly more than its quota even in 
less profitable routes. Other- 
wise, politicians will object. 
They will also object to flight 
timings and replacement of 
B737s by ATRs. The result is 
multi-stop flights, higher 
maintenance and operational 


| costs and higher unutilised seats per flight. After all, 


(CCEA). Once the CCEA approves it, there can be negotia- | 


tions with Airbus, the lowest bidder. And with the Central 
Vigilance Commission (CVC) having cleared the negotia- 
tions, IA may get its planes in the next three to four years. 
In 1996, the Kelkar Committee had made the alarming 
prediction that if there was no capacity addition, IAs mar- 


ketshare would drop to 11 per centin 2003. Thanks to the | 


expensive option of leasing, it didn't decline that much. 
Most airlines fly aircraft with an average age of around 
seven years. The average age of the Jet Airways fleet is 
around three years. The A320, the newer lot of IA aircraft, 


have an average age of almost 11 years. This is bad from | 
| sation of IA and A-I. Otherwise, the two carriers will never 


the safety angle. Besides, passengers feel safer in new and 
modern aircraft. 

Geriatric aircraft are also bad from a cost perspective 
— they guzzle more fuel. Airlines spend around 10-15 per 





everybody owns the public sector, and commercial con- 
siderations are not important. 

This is why the civil aviation ministry, PIB, CCEA and 
the CVC are in the picture. If the IA board has decided on 
43 aircraft that are a mix of A319, A320 and A321, surely it 
would have had reasons for not including wide-bodied 
(double aisle) aircraft like the A330 or B777? Staff struc- 
tures, pilots, endorsement from Director General of Civil 
Aviation, stores and inventories must have entered the 
calculation. Should we not trust the IA board simply be- 
cause Boeing has been left out of the list? Or should we 


want to negotiate a combined package with that of A-I, 


whose proposal is also pending? 
All said and done, there is no substitute to privati- 


. be free of political and ministerial interference. They 
_ will be asked to compete with their hands tied behind 


their backs. n 
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< FFEM-SESA KEMBLA offers 
Pollution free COKE OVE 


ue" 


The Highest Returns P 


Presenting FFEM-Sesa Kembla Energy recovery Coke Oven Plants 

FFE Minerals India Pvt Ltd, a member of the F.L.SMIDTH Group and a proven 
leader in mineral processing technology now join hands with Sesa Kembla Coke 
Company Ltd, a 100% subsidiary of Sesa Goa Ltd, of which MITSUI, Japan is a 
major shareholder, This dynamic alliance will provide design, engineering, 
supply and construction of Energy Recovery Coke Oven Plants 





Outstanding Coke Oven Technology 

FFE uses world class, state-of-the-art, energy recovery, coke oven technology 
licensed from Sesa Kembla, on an exclusive basis, to produce low ash, superior 
quality metallurgical coke. The energy recovery, energy efficient process 
produces excellent coke quality and meets EPA norms for emissions and 
pollution control. The oven design and refractory enables highest efficiency of 
production, quality and heat recovery and maximizes steam/power generation 
FFE also offers compaction (stamp) charging allowing the use of upto 70% 
semi-soft coal to produce blast furnace grade coke 





This international technology was enhanced and improved by Sesa in India to 
produce the results you can see operating successfully at Goa 


We are proud to offer this technology to our country today 





MINERALS 


FFE Minerals India Private Limited 
FFE Towers, 53, G.N, Chetty Road, Chennai - 600017. india 
Tel: +91 44 2815 0801/2840 Fax: +91 44 2815 0803 

So, if it is superior coke manufacturing on your mind, email: fem-in@ffeminerals.com www.ffeminerais com 


then look no further than FFEM-Sesa Kembla. 
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Power Of Brand 


Q Although Indian BPO 





companies have gone on an ^ 


Volume 24 Issue 28. m 1 
For the week 30 November-6 acquiring spree recently, as your $ 
—— — story shows, it is still too latefor J 
them to succeed against the 
2e job big, multinational giants. They : l 
— just don’t have the same brand equity as Z'n 
j quity — 
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their bigger competitors. Who, outside of India, would know 


of ICICI OneSource? An IBM or an Accenture is much more identifiable 
in the present scenario. This recognition will ultimately lead to more 


contracts and success. 


N. Sinha, via email 





TO MANUFACTURE JOBS 
India wants to develop a strong manu- 
facturing sector along with an equally 
strong services sector (‘India’s Policy 
Paradox, BW, 1 November). India does 
not just want to abandon services. 
The current emphasis on the sector is 
because manufacturing has fallen 
behind, just as agriculture has. For a 
country like India, both manufacturing 
and agriculture must grow equally 
strong. They can't be given up for the 
services sector. The writer is mistaken if 
he thinks that a huge country can 
survive with a services sector alone. 
Bajaj Auto and Tata Motors have 
reduced manpower over the years, and 
replaced employees in many places 
with automation technology. But 
simultaneously, they have also out- 
sourced extensively and created good 
Tier-One vendors. They, in turn, have 
created many small vendors. Autom- 
ation improves productivity, and 
outsourcing helps manufacturing just 
as it does services. Apparently, it 
appears to reduce the human beings 
from operation. But actually, it is a shift 
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of skill level, and many other service 
facilities become necessary. 
R. Sharma, posted on BW website 


RESERVATIONS HURT 

I agree with Mr. Desai's remarks in 
'Removing Job Injustice (BW, 1 Nov- 
ember), but not completely. It's not the 
responsibility of job-providers to fill the 
gaps among students, if any. Even 
keeping in mind that minorities have 
faced much discrimination, it would be 
an injustice to take a seat away from a 
deserving candidate to give it to a 
minority, for the former has no hand in 
the foul play. 

All this wouldnt be necessary if the 
primary and secondary education sys- 
tems were equal everywhere. Then, the 
poorer in society could compete on a 
somewhat equal footing, and not deny 
chances to deserving, albeit more well- 
off, candidates. Whatever action the 


_ government desires should be taken 


only at this stage. 
Shaurabh Bharti, posted on BW website 


CORRIGENDUM 
In 'BPO Cross-Border Deals' (BW, 
22 November), we incorrectly 
stated the name of the Scandent 
Groups BPO subsidary in Banga- 
lore — that is to be merged with 
Cambridge Integrated Services 
— as PeopleMind. The correct 
name is ProcessMind. We regret 
the error. 


Write in at 
editor@bworidmail.com 





India's fastest growing women 
magazine is also the easiest way 
to reach Kerala. 

With over 55 lac reader 
fortnight, Vanitha Malayalai 
always been the fastest way to reac! 
Kerala. Now, as Vanitha Malayal 
becomes the first women s magazin 
in the country to cross the landmar! 
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COVER STORY 24 


Out In The Open 


The simmering tension between the Ambani 
brothers has finally boiled over. How will this battle 
of wills play out? Businessworld goes behind the 
scenes to understand the motivations of the two 
brothers and the options before them. 





IN THE NEWS 


:9 Heavy Dose 


Novartis CEO Daniel Vasella talks with 
BW about drug price control, free 
Gleevec for cancer patients, R&D, and 
a host of issues facing pharma firms. 





a Arvind Mills is planning to ramp up capacity 


14 Politics There is more to the arrest of the Kanchi 
Shankaracharya than meets the eye. 
COMMENT 

22 Chetan Parikh Markets are no different 
from ecosystems, and conditions have to be cre- 
ated where only the fittest survive. 

GUEST COLUMN 

32 Kiran Karnik Why is IT usage still lim- 
ited across India, despite it having ushered in 





positive change and efficiency? 
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SPECIAL FEATURE 


+ Best Workplaces 


For the second year running, BW's Great Places To 
Work Survey ranks the top 25 workplaces in India. 
As the economy picks up, corporates are investing 
much more in human capital. And though, Indias 
best still score lower than those in the US, the differ- 
ence is narrowing. A look at each company to find 
out what makes them click with the employees. 
iu 
|. Up, up and away: FedEx | 
. India topped the survey. 
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HEMANT MISHRA 


40 The Top 25 Alookatthe25 Great Places To 
Work. After the chart, take a look at the company profiles 
to see why they are rate them as they do. 


42 FedEx India 

44 Texas Instruments 

46 National Thermal Power Corporation 
48 Computer Sciences 

50 MindTree Consulting 

54 Sasken Communication 

56 Godrej Consumer Products 


58 Intel Technologies India 
60 Sapient Corporation 
64. Honeywell Technology 
G5 Johnson & Johnson 
65 
66 
68 
68 
70 
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| 78 Interview stanford professor 








70 PSI Data Systems 
72 Birla Sun Life Insurance 
73 Classic Stripes 


. 74 Infosys Technologies 


76 Monsanto India 
77 Anand Group 
77 Cadbury India 


Robert Sutton has some heretical ideas on 


innovative cuture. He explains some of these 
ideas in an interview to BW. 


84 Workplace Design ^ photo feature on the 
revolutionary designs in Indian workplaces to turn them 





_ into creative, comfortable and efficient zones. 


88 Leadership Secrets Top executives from 

leading companies in India outline approaches to face 

HR-challenges at the workplace. 

90 Jobs 2005 Leading recruiters 

[ agree that a number of entry-level jobs 

t will open up next year. But what is going to 
be different this time around? 

4 Aashu Calapa: BPO's gain will be others’ loss — 


94 By Invitation HR needs profes- 
sionals,not graduates, to pull it out of its cur- 
rent crisis, says Wayne Peat, regional human 
capital leader (Asean/South Asia), IBM 
Business Consulting Services. 


96 Tech Ideas some technology solutions to make 








your working days more refreshing. 


99 Books rhe gospel of workplace culture, as told in 
popular business literature. 
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Invisible India: Latha Jishnu on how the govern- 
ment is getting away with murder. The water it 
supplies is killing and maiming millions. 














Stock Sense: With mounting treasury losses and 
increasing competition from private players, 
are public sector banks up to it? 
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End of a partnership 


HERE are few businessmen who have a vision for 

the future quite as clearly as Mukesh Ambani 

does. Every time you meet him, vou are im- 

pressed by the depth of his understanding and 

the down-to-earth way in which he plans out his 
moves. There are also few businessmen who bring as much 
energy and dynamism to their work as Anil Ambani does. 
Every time you talk to him, you are surprised by his un 
bounded drive and his keen sense of finance. 


Sadly, it is clear by now that they are not going to work to- 
gether anymore. They may settle their “ownership issues" 
sometime in the future, but the bitterness of the past few 
months and years runs so deep that they are unlikely to put it 
behind them. The practical thing to expect would be a lot 
more fireworks, both legal and otherwise, before they start 
negotiating. 


The real question, therefore, is 
how much damage all this will 
inflict on the largest Indian 
business group. My bet would 
be that the existing operations 
will not be affected — Mukesh 
controls the group far too well 
for ownership tussles to rock it. 
But my bet would also be that 
the tussle will harm the group's 
growth plans in the near term. 
As the brothers figure out how 
to deal with each other, there 
will be less time for mega initia- 
tives. Also, the group will find it harder to get the kind of sup- 
port it has got from financial markets so far. This would be 
particularly so if the legal wrangles throw up too many ques- 
tions about group financing and shareholding. As an indus- 
trialist-friend of the brothers put it dryly, every major group is 
vulnerable to charges of weak corporate governance, one way 
or another. The challenge before the brothers today is to fig- 
ure out a solution that leaves both sides better off than before. 
Dhirubhai Ambani would not have found that a difficult task. 


Businessworld 
BROTHERS 





The Ambani story has taken over the cover of Businessworld 
this week, leaving just a strip for our annual mega special: the 
Great Places to Work Survey. The package inside, however, is 
more robust than ever. Deputy Editor Indrajit Gupta has 
crafted a package of stories, interviews and articles that 
makes this issue a collector's item. That starts on page 34. 


— 
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TONY JOSEPH, EDITOR 
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INTERVIEW/ DANIEL VASELLA, CHAIRMAN & CEO, NOVARTIS 


‘Drug price control is not fair 


EVERYBODY loves Daniel Vasella. Or so 
it seems. The 51-year-old chairman and 
CEO of the $25-billion Swiss drugmaker 
Novartis has got more good press than 
most of his contemporaries in Big Phar- 
ma. Soft-spoken and charming, Vasella 
is a medical doctor who made a mid-ca- 
reer move to the pharma industry in the 
late eighties. He excels in treading the fine 
line between investor expectations on 
profit, and consumer demands for equal 
access to medicines. Under his steward- 
ship, Novartis brought breakthrough 
cancer drug Gleevec (Glivec in India) to 


market in record time. In a rare show of 


altruism in the pharma industry, Novar- 
tis has made the drug available for free to 
any patient who cannot afford it. In In- 
dia, close to 3,000 patients are getting the 
drug gratis. 

But Vasella is also a hard-nosed busi- 


nessman. When India allowed copies of 


the drug to sell alongside the original in 
May 2003, Novartis stopped enrolling 
fresh patients in the free programme. 
Vasella says if Indian companies want to 
make cheap knock-offs, they should 
“nlease take the free patients as well.” 
(Since July this year, armed with exclu- 
sive marketing rights for the drug, it has 
started fresh enrolments.) 

Novartis is among the first pharma 
multinationals to start leveraging India's 
research and manufacturing skills for 
the global market after India announced 
its intention to respect drug patents from 
2005. In India with the entire executive 
committee of Novartis, Vasella speaks to 
BW's Gauri Kamath on drug pricing, the 
industry's reaction to the free Gleevec 
programme, and Indias old bugbear — 
China. Excerpts: 


m In what parts of the business will No- 
vartis invest in India? 

On the production side, we are making 
generics in India. We will continue to in- 
crease drug development, that is con- 
crete. Then, if our alliances with some 
Indian companies in the discovery area 
go well, we will expand that. The logical 
step then would be to say we are open- 
ing our own research and development 


SANJIT KUNDU 


entity here. But there are no concrete 
plans yet. I am a little confused right 
now — is it India or China that is more 
favourable? It's not very clear to me yet. 


m Is it because you've seen more of 
China than you have of India? 

No. It is a question of skills, reliability, 
transparency, costs, speed and quality. 


m But isn’t that why you invested in 
generics development and manufacturing 
here — because of the cost and speed? 
Yes. But you probably know that many 
of the Indian companies buy their stuff 
in China. And they rework itand process 
it and it has an Indian label. People out 
there believe that it is all produced in In- 
dia, which is not true. It doesn't make 
sense for us to come to India and then 
buy from China. So there may be pieces 
we do here, pieces we do in China. 


m China recently withdrew the patent on 
Pfizer's brand Viagra. How does that 
change things on intellectual property 
protection there? 

Not for us. All I can tell you is that if Pfizer 
has a case, they have to win, because 
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otherwise this will cast a very large and 
dark shadow on any future research and 
development investment in China. And 
I am sure the Chinese are smart, they 
know what they are doing. 


& Giobal pharma companies say free 
pricing in the US is the key reason why 
they do their R&D there. Do you agree? 
Money goes where money flows. If you 
make money in a place you are much 
more likely to invest in that place. Also, if 
you have a big disproportion between 
where you have your cost and where 
you have the revenues and the curren- 
cies change, you have to balance that. 
That has been a constant challenge for 
us with a large cost base in Switzerland. 
As soon as the Swiss franc increased in 
value, when the major income is in dol- 
lars, you had a currency fluctuation 
which is challenging. 


m In india, the government will not let go 
of price controls in a hurry. Yet you are in- 
vesting in drug development here. Why? 
Because we have access to talent, to pa- 
tients, and you know, English. It is much 
easier to do it here than in Russia, for ex- 


ample. So, there are positive factors. But 
is price control something that we like? 
No, we don't like it at all. It is also not fair. 
Whatis really happening is that the USis 
paying an abnormal proportion of the 
costs of R&D. And you get a lot of push- 
back from the US because of that. And if 
other countries don't decide that they 
want to pay their fair share, | am con- 
cerned that the US will say that they 
won't pay that either. If nobody does, 
then profitability goes down signifi- 
cantly, and with that R&D investments 
will go down significantly. That's ab- 
solutely certain. 


m You really believe that the US is paying 
more than it needs to pay for research? 
Not more than it needs, but more than 
other countries. 


a Do you expect the US to also impose 
price controls because they could say, ‘No 
one else is paying their fair share; why 
should we?’. 

The question is: what is right? Some- 
thing doesn't become right because 
everybody does it. So if you look at price 
controls and volume controls, that is a 
planned economy, not a market econ- 
omy. And we know what happens to 
planned economies, they don't work. 


m Does the free Gleevec programme set 
a precedent for others in the industry? 

I hope so. In principle, for life-saving or 
potentially life-saving therapies that are 
expensive due to various factors, we 
should work together with partners, 
governments, NGOs, or, in the worst 
case, alone, to make them available to 
people who cant afford them. 


m You were concerned at the time that 
the fact that Novartis did this would put 
pressure on others, and they may not par- 
ticularly like that. 

No they may not. I did not get a single 
compliment from any other pharma- 
ceutical company for having done it. 
But I didn't get any criticism. So, even if it 
upset them, it did not do that to a degree 
that they would actively complain. 
Frankly, it would be quite difficult to do 
so, because the industry anyway has an 
image of being cold and greedy. If peo- 
ple then criticise somebody who be- 
haves differently, that would really not 
fly well. 
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BHARTI TELEVENTURES 


In the crosshairs 


HE imbroglio between the De- 
partment of Telecommunica- 


A vigilance officer with the telecom 
operator says since Bharti's numbers 


tions (DoT) and private interna- | are 10-digit ones and often show up pre- 


tional long distance (ILD) call carriers is 
not going to end in a hurry. A few weeks 
ago, DoT had written to penalise Re- 
liance Infocomm, which passed off in- 
ternational calls as local ones to avoid 
paying call termination charges, or ac- 
cess deficit charges, as they are known. 
It now appears that the Delhi-based cel- 
lular services company Bharti Televen- 
tures, another ILD licence-holder, is do- 
ing the same thing. 

Recently, a rival telecom company 
found that different customers in its 
network were regularly receiving calls 
from a series of numbers that belonged 
to Bharti's network. Most of these calls 


fixed with zero, customers are confused 
into thinking that these are interna- 
tional numbers. Unlike in Reliance, 
where the numbers are distinctively 
prefixed with three. (Now, of course, Re- 


| liance numbers have also changed.) 








show numbers in series starting with - 


986642 and 989855. However, no one 
from its network seemed to be able to 
call these numbers. Often, calls to these 
numbers got the recorded message: 
"The Airtel you are trying to reach is cur- 
rently not registered." On a number of 
other occasions, the calls went directly 
to voice mailboxes. 


The industry estimates that Bharti 
carries ILD traffic of 80 million minutes 
a month, mostly incoming calls. Even if 
10 per cent of the calls terminated at 
phones provided by state-owned Bharat 
Sanchar Nigam or Mahanagar Tele- 
phone Nigam, Bharti would have to pay 
these companies Rs 3.4 crore (at Rs 4.25 
per minute) as termination charges ac- 
cording to its licence agreement. The ac- 
tual amounts paid according to DoT is 
far less. No wonder DoT has now set up 
a vigilance cell across the country to 
track ILD calls coming to India. BSNL, 
which had been restrained from taking 
action against Reliance by the Delhi 
high court, has now moved the Sup- 
reme Court to get that order vacated. li 

T. SURENDAR 








Banks' pay burden 


Those spending the biggest parts of their income on wages 


Name of 


bank 





ry >» C 
PunjaD & >na 


Wage 
expenditure* 


480.30 


Total 
income” 


Employee costs 
as a % of 
total income 


31.29 





1,535.18 








indian Bank 862.70 3,437.14 25.10 
Syndicat 871.62 3,906.21 22.31 
515.11 2,595.89 19.84 

1,183.47 6,054.23 19.55 

265.14 1,404.59 18.88 

UCO Bank 667.47 3,726.40 17.91 
State Bank of Bikaner 360.58 2,071.39 17.41 
Se aOn 6,447.69 38,131.55 16.91 
Punjab National Bank 1,654.06 9,836.10 16.82 
indian Overseas Bank 753.36 4,578.84 16.45 
Allahabad Bank | 559.09 3,489.62 16.02 


*Data in Rs crore as on 31 March 2004 
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3G TELECOM 
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AlleyesonChina =: CJE IDEAS 
MOI Electronics, a leading Chi- — by Niranjan Rajadhyaksha 
A nese handset maker is trying to -i 
negotiate a deal with Reliance —— E Indians like to believe that | OECD countries. Rather, India's 
Infocomm, says a source. It's not clear Sg it is our karma to dominate financial difficulties stem from a 
what kind of handsets it wants to sell, — the information age. However, a badly designed and administered 
but in September 2004, Amoi signed a = « new study by research house IDC tax system. Rates and rules for 
licencing deal with Qualcomm to deve- £ provides a rude jolt of reality. personal and corporate income 
lop CDMA2000 1 and EV-DO phones.In Z£ IDC's latest Information Society | taxes appear reasonable by 
a bid to globalise, Chinese handset mak- = - Index (ISI) rates 53 countries on international standards. 
ers like Amoi have been trying to builda “= « four sets of parameters — . Nonetheless, India's government 


strong product-base in third-generation 
technology (3G) through alliances such 
as these. By next year, China itself will be 
an exciting market for 3G. 

Indeed, the limelight could slightly 
shift from India to China next year. The 
telecom world, particularly vendors like 
Qualcomm and Ericsson, are waiting 
with bated breath for China to issue its 
3G licences. Technology and equipment 

tests for competing stan- 

dards are under way and 
| anything up to four 3G 
t licences are expected to 
|. be issued in 2005. The 
worlds most populous 
nation already has a 
. mobile population of 
\ 300 million, but since 
last year growth has 

| been slowing. And 3G, 
says an analyst, could 
be just the boost that 
the Chinese markets 
needs to speed up again. W 
RADHIKA DHAWAN 


SAMIR ARORA VS SEBI 


Round two 


HE speculation can end. The Se- 
curities and Exchange Board of 
India (Sebi), say sources, has filed 
an appeal in the Supreme Court 
against the Securities Appellate Tri- 
bunal's (SAT's) order in the insider 
trading case against Samir Arora. 
The hearing is on 6 December. Sebi 
can argue on matters of law, and 
not on matters of fact at the apex 
court. The SAT had dismissed Sebi's 
case on both counts. i 
VIKAS DHOOT 
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computers, telecom, Internet and 
social. This index claims to 
"measure the ability (of nations)... 
to participate in the information 
revolution." Denmark tops the 
charts, followed Sweden and the 
US. Korea is the only Asian country 
that makes it to the Top 10; it has 
grabbed the eighth rank. 

And what about India? It is, at 
number 51, one of the stragglers at 
the bottom of the pond. Our ranks 
on the individual parameters are 
also poor — 51 in computers, 53 in 
telecom, 43 in the Internet and 51 
in social. Overall, China is at 44, 
the Philippines at 49 and Thailand 
at 42. Despite the undoubted 
progress we have made in 
telecommunications and computer 
usage, it's clear we have a long, 
long way to go. 


Pf 


CONOMIC reformers who fuss 

over the large fiscal deficit love 
to point to what they think is the 
main problem — huge government 
expenditure. But in a recent essay, 
Amar Bhide, who is professor of 
business at Columbia University, 
looks at the other side of the book: 
revenues, especially tax collections. 

“The state can't fix the 
shambles because it is broke. 
India’s government debt exceeds 
70 per cent of GDP so more than 
half its tax receipts go to paying 
interest. But the debt isn't because 
of excessive spending in the past. 
India’s government expenditures 
amount to about 15 per cent of 
GDP compared to an average of 
around 40 per cent of GDP in the 
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collects income taxes amounting to 
only about 3.7 per cent of GDP 
about half that in South Korea and 
the other Asian tigers.” 

India today has modest tax 
rates by international standards. 
What it needs to do is simplify the 
tax register and blow away the web 
of exemptions that encourage 
evasion and corruption. “Could 
India emulate China's example, 
where the rationalisation of indirect 
taxes in 1994 set the stage for a 
great boom? Or are coalition 
governments in a vigorous 
democracy incapable of such 
reform?" asks Bhide. 


BS 


ORGAN Stanley economist 

Andy Xie has picturesquely 
described the world economy as a 
bicycle: “US consumption and 
China’s investment are the wheels 
with Mr Greenspan the heroic 
peddler." His furious peddling has 
created bubbles in many asset 
markets. "As | travel around the 
world, | see Greenspan's children 
everywhere. The big-box retailers in 
America, the outsourcing 
companies in Guangdong, the 


_ property developers in Shanghai, 


the resource companies in 
Australia, the hedge funds in 
London, and the stockbrokers in 
Hong Kong. Greenspan's children 
are working hard to keep the global 
economy in an upbeat state," adds 


. Xie, who, with the rest of the 


Morgan Stanley economics team, is 
far more worried about the world's 
economic prospects than most 
other market participants are. E 


THE NCPEDP-SHELL HELEN KELLER AWARDS 2004 


AWARDEES - 2004 A salute to 
Category A: Disabled persons within disability th OSs e wh oO m a de 


sector 


e Kapil Kumar Aggarwal a differ en ce. 


e Sachu Ramalingam 
e T. Sesha Giri 


Category B: Disabled persons outside 
disability sector 
e Jyotindra V. Mehta 


e Rigzian Sampheal, D. S. 
Lokesh Kumar and Ravi 
Kumar Arora (joint Winners) 


Category C: Non-disabled persons within 
disability sector 
e C. Antony Samy 
e M. Srinivas 





Category D: Individuals outside disability On World Disability Day 2004, we at 
sector NCPEDP and Shell India are proud to honour 
e Nishant Dattatray Mhatre these individuals and organisations who have 


done exemplary work in the area of 
promoting employment and furthering the 


Catagory E Companies Organiationsi empowerment of India's 70 million disabled 


institutions citizens. They have ceaselessly worked 

e J. W. Marriott Hotel, towards a more equitable and just society. 
Mumbai Join us in the fight for equality by creating 
e Kinetic Engineering Ltd. employment opportunities for persons with 


disabilities. Adopt disabled-friendly policies in 
your organisations, and spread the message of 
equal opportunity for all. 


e National Thermal Power 
Corporation Ltd. 


TS National Centre for Promotion of 


Employment for Disabled People 

A-77, South Extension Part Il, New Delhi | 10049 Shell E 
Tel.: (011) 26265647, 26265648. Fax: (011) 26265649 

E-mails: ncpedp(Qvsnl.com and pncpedp@vsni.com 






N the face of it, the agita- 
tion against the arrest of 
the Kanchi Shankarachar- 
ya, Jayendra Saraswati, 
seems to have united the 
faction-ridden Sangh parivar. Certainly, 
after several months of public squab- 
bling, Bharatiya Janata Party (BJP) and 
Rashtriya Swayamsevak Sangh (RSS) 
leaders have spoken in one voice to de- 
cry the action of the Tamil Nadu police. 

But a proper look at this apparent 
closing of ranks reveals that the cracks 
within the saffron forces run deep. And 
even if the parivar appears to have 
come together on this one issue, the 
unity may be short-lived as the political 
ramifications of the Jayalalithaa govern- 
ment's action play out. 

For one, the BJP itself hesitated to re- 
act immediately to the Shankara- 
charya's arrest. It took a visit by Murli 
Manohar Joshi to the seer to goad Vaj- 


payee and Advani in action. Then, Ad- & | 


vanis dharna in Delhi at- 
tracted only a thin crowd. In 
contrast, Joshi’s dharna the 
next day seemed to get better 
response because the VHP 
turned up in large numbers to 
support him. 

On the third day, however, 
the party took no chances 
when Atal Bihari Vajpayee, 
former president R. Venkatra- 
man and former prime minis- 
ter Chandra Shekhar sat in on 
the dharna. It rounded up telestar 
preachers like Asaram Bapu and Sud- 
hanshuji Maharaj along with their devo- 
tees to ensure the numbers. 

With factional feuds continuing to 
divide it, the Sangh parivar is finding it 
difficult to get the Shankaracharya issue 
off the ground. The fact of the matter is 
that unlike in the early nineties — when 
the Ram mandir agitation was at its 
peak — the saffron family today is sim- 
ply not the well-oiled, monolithic ma- 
chine it was. 

The differences within are likely to 
get accentuated as the arrest impacts 
BJP's political ambitions in the South. 
There is little doubt that the compul- 
sions of Dravida politics are uppermost 
in Tamil Nadu chief minister J. Jay- 
alalithaa's mind today. Assembly elec- 
tions are looming large on the horizon. 
They are due in March-April 2006. After 








[ j 


Jaya’s rise 


her comprehensive defeat by the formi- 
dable combine DMK leader M. 
Karunanidhi forged for the Lok Sabha 
elections, Jaya is desperately looking for 
ways to break that alliance. She sees a 
weak link in MDMK leader Vaikos grow- 
ing differences with Karunanidhi and 
reports from Tamil Nadu suggest that 
she would give anything to woo him 
away from the DMK. 

As long as she was trying to cosy up 
to the BJP Jaya played the Hindu card by 
openly supporting the construction of a 
Ram mandir at Ayodhya and becoming 
the first chief minister to push through 
an Anti-Conversion Bill. Her efforts paid 
off in that she got the BJP to dump the 
DMK on the eve of the Lok Sabha polls. 
What she did not anticipate was that 
Karunanidhi would come to an under- 
standing with the Congress and, to- 
gether, they would sweep Tamil Nadu in 
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Jayendra’s fall, 


The saffron brigade sees red as Tamil 
Nadu CM opens an anti-Hindutva front 








the Lok Sabha polls. 

Its now time for her, 
therefore, to pander to Dra- 
vidian sentiments, which 
are strongly anti-Brahmin. 
By turning on the Shank- 
aracharya, she is clearly try- 
ing to disown her brahmin 
birth, and wash off the taint 
of her Hindutva politics. 

Jaya’s realpolitik has 
come as a big shock to BJP 
and the RSS, which saw her as the ful- 
crum of Hindutva politics in the South. 
Today, with Jaya playing the Dravida 
card and Karunanidhi firmly placed in 
the Congress camp, BJP is flailing 
around helplessly on the margins in 
three of the four south Indian states. 

While hard-headed politics would 
demand that the BJP keep its options 
open about its alliances in the southern 
states, the saffron camps pique over the 
treatment meted out to the 
Shankaracharya has forced the BJP to 
slam the door on any future tie-up with 
the AIADMK. 

Hindutva seems to be taking a beat- 
ing as a political tool, a realisation that 
leaves the BJP with few options for the 
moment, except to try and set its house 
in order before its internal dissensions 
tear it apart. E 
ARATI R. JERATH 


DB2 doesn't lock you in. 


DB2 is middleware and it's central to your 
data management. In fact, DB2 is part of 
an innovative family of information 
management products that can integrate 
and actually add insight to your data. 
That's big. 


DB2 is also the leading database built on 
and optimised for Linux®, UNIX* and 
Windows", built to take full advantage of 
your existing heterogeneous and open 
environments, and built to enable true 
grid computing. 


Plus, there's no constricting contract. 


IBM, the IBM logo, DB2 and the On Demand logo are trademarks or registered trademarks of International Business Machines Corporation in the United States and other countries. Linux is 3 registered trademark o! 
and Windows are registered trademarks of Microsoft Corporation in the United States and/or other countries. UNIX is a registered trademark of The Open Group in the United States and/or other countries. Other co nparny 


DB2 is also middleware with an eye on 
your resources. All of them. An ITG study 
showed overall costs for Oracle Database 
are up to four times higher than DB2 . 

A Solitaire study found that on average, 
Oracle Database required 25% more time to 
manage than DB2’. And the Transaction 
Processing Performance Council showed 
DB2 as the overall price/performance 
leader for TPC-C on Linux, UNIX and 
Windows. Ahead of both Oracle Database 
and Microsoft* SQL Server. 


Then there's this: Oracle will drop the 
current level of support for Oracle 





Database 8i at the end of 2004. Meaning 
limited support, higher cost or a complete 
migration to current versions. Fortunately, 
IBM offers ongoing, around-the-clock 
service and support for DB2. 


Why not move up to middleware that 
makes sense? Through the end of the 
year, you can get IBM DB2 Universal 
Database by taking advantage of our 
extremely compelling trade-up promotion. 
Visit ibm.com/software/in/db2 today 

to find out if you qualify. You can also call 
us on 1600 443333 or e-mail us at 
response@in.ibm.com. 


(M DEMAND BUSINESS 


wit Torvalds. Microsoft 


oroduct and service 


names may be trademarks or service marks of others. ©2004 IBM Corporation. All rights reserved. "IBM Solutions for PeopleSoft deployment in Mid-sized businesses Quantitying the New Cost/Benefit Equation.” July 2008. International 
Technology Group, Los Altos, California. ? 'DB2 Performance on IBM eServer” pSeries and xSeries,” Solitaire lnterglobal Ltd., 2003: based on Oracle Database 9i. TAII referenced results are current as of 09/28/04. Linne DR? UDS vè 


161US$/tpmC, 18,661 tpmC, available 12/15/04, vs Oracle 10g: 3.94 USS/tpmC. 136,111 tpmC, available 03/05/04. UNIX: DB2 UDB v81: 4.95 USS/pmC, 809.144 tpmC, available 09/30/04, vs Oracle 10g: 5.26 USS/tpmC 
09/30/04, Windows: DB2 UDB v81: 1.68 USS/tpmC, 18,318 tpmC. available 04/14/04, vs Microsoft SOL Server 2000: 1.85 USS/tpmC, 22.052 tpmC, available 02/18/04 


Benchmark, TPC-C and tpmC are trademarks of the Transaction Processing Performance Council. For further TPC-reiated information. please visit www tpc org 


171.044 tpmC, available 


vs Oracle 10g :4.98 USSApmC. 291413 tpmC, available 10/2 


All abuzz on the eastern front 


Infocom aims to help remove the blocks to the growth of IT in Bengal 


NVESTING in West Bengal is hot. 
Last week, IT major Wipro an- 
nounced it would expand its BPO 
and software development centre 
in Salt Lake, Kolkata, and would 
hire 7,500 people in the next 18 months. 
Companies already in Kolkata — TCS, 
IBM Global Services, Cognizant and 
NIIT — are in expansion mode and 
GECIS and HSBC would go on stream 
next year. Not bad for a laggard state. 

Doing its bit to keep the momentum 
going will be Infocom 2004. The third 
edition of the IT exposition will be 
hosted in Kolkata by Nasscom and Busi- 
nessworld during 1-5 December. With a 
three-day conference and five-day exhi- 
bition schedule, the event will bring to- 
gether a cross section of the best that IT 
and telecom have to offer. And the state 
government machinery should be lis- 
tening. It has done a lot of things right 
for the sector, but in a world of keen 
competition, it's never enough. 

Kolkata, with 22,000 software pro- 
fessionals, is a distant number five on 
the list of destinations for IT companies. 
Leader Bangalore has 1.6 lakh and even 
No. 4, Gurgaon, has 55,000. But the last 
five vears have seen a marked improve- 
ment, catapulting Kolkata from a state 
oftechnological wilderness to where it is 
now. Today 167 acres of land in Salt Lake 
is saturated, 150 acres in nearby Ra- 
jarhaat and 40 acres at Nonadanga near 
the airport are fast filling up. Chances 


The ITES landscape 


Unemployment 
rate (%) Attrition rate (%) 


14.99* 


| 2025 


No. of ITES Estimated size of 
18-21 age group 


212,537 
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are an additional 500 acres, again near 


| the airport, would be allotted for IT and 





IT-enabled services. 
Suddenly, everyone has smelt the 
coffee. Kolkata's traditionally low attri- 


tion rates look attractive in an industry | 


struggling to keep churn in check. Cost 


| of living, too, is relatively low in this city. 


Power is easily available and thereisa : 
resource pool of engineers that the 65 | 


engineering institutes in the state pro- 
duce. These things, however, are not 
new. So, why the new wave? 

"It's really the change in investor 
perception," says G.D. Gautama, princi- 
ple secretary (IT), West Bengal. He adds: 
"Through 

the 46 na- 
tionwide 
roadshows 
that 
team has 
put up in 










NAMAS BHOJANI 
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Source: Hewittwitt Hewitt's 


the last two years, we have told investors 
not to believe our words, but to talk to 
people and see for themselves. The real- 
ity (in Kolkata) is very different from per- 
ception." The hardsell seems to have 
worked. From Rs 1,200 crore in 2002-03, 
IT and ITES have grown to Rs 1,740 
crore in 2003-04 and is projected to 
touch Rs 2,900 crore in 2004-05. And no 
one is a bigger trophy for the govern- 
ment thanWipro, which will have a size- 
able presence at Infocom too. 

Butsome issues still remain. Outside 
talent is still unwilling to move to 
Kolkata, and inside, the number of Eng- 
lish-speaking candidates, a must for 


| BPO services, has dwindled because of 


the state's education policy. But industry 
opinion within the state differs. "We 


. don't think this is a problem. Kolkata has 
our | 


lots of quality English-medium schools. 
We simply have to manage the re- 
sources better. As for people not want- 
ing to come here, as the sector contin- 
ues to grow here people will want to 
move to Kolkata," says Indu Khattar, 
general manager and head, Kolkata De- 
velopment Centre, Wipro Technologies. 
This is where Infocom comes into 
play. It could mark the inflexion point 
and a forum where industry and gov- 
ernment could brainstorm. Mi 
PALLAVI ROY 


NEERAJ TIWARI 


DOES YOUR COMPANY 
CASH FLOW STATEMENT 


REFLECT ENERGY EFFICIENCY 
AS A SOURCE OF REVENUE ? 








You may be missing out on a bright 
business opportunity 





Energy efficiency helps in 
Improving Financial Bottom Line 


IREDA makes it easy with attractive financial packages 





— indian Renewable Energy Development Agency Limited 
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CONSUMER DURABLE RETAILING 


Where others fear to tread 


The founders of Provogue draw up grand plans for the first pan-Indian chain 


ONSUMER durables seem | Since nobody has a national presence, | portation costs make the buying re- 
to have caught the fancy of | we decided to grab the first-mover ad- | gional and thwart economies of scale". 
India's organised retail in- | vantage,” Chaturvedi adds. Adds Vijay Sales managing partner 
dustry. Spotting the oppor- So far, durable retailing in India has | Nilesh Gupta: "If goods don't sell in one 
tunity, ahostofnew players | been fragmented. Branded retail chains | state, I can't easily transport them to an- 
are stepping into the fray. Last year, ap- | control just about 5 per cent of the Rs other. [But] the cost of maintaining that 
parel major Raymond launched Plugin, | 20,000-crore segment. There arearound | lot could wipe out my margins." 

aconsumer durables chain. The Pallonji | 40,000 dealers, of which Viveks, with 46 So what are the Chaturvedi brothers 
Mistry-controlled Eureka Forbes, too, | stores, has the largest chain andis pre- | betting on? For one, value-added tax 
recently introduced Eureka Forbes | sentonly in Tamil Nadu and Karnataka. | (VAT), which could become a reality 
Home Stores. Now, the founders of | Together with its closest competitor, | soon. That will allow retailers to buy cen- 
Acme Clothing, the makers of Provogue | Vasanth, it accounts for just Rs 400 | trally and also move inventory from one 
apparel, are planning an ambitious | crore. Vijay Sales, another big retailer, | state to another. Warehousing, too, need 








foray into consumer durable retailing | has eight stores, all in Mumbai. not depend on tax-saving locations. 
and have set up a new company for it. Of late, some hypermarkets with | Chaturvedi is putting all his eggs in one 

Though the brand name has not yet | pan-Indian presence — Big Bazaar, Gi- | basket. He is locating his shops only in 
been finalised, Acme Clothing director | ant and Star India Bazaar — have | malls. Till now in India no consumer re- 
Akhil Chaturvedi says the company has | started stocking durables. | tail chain in India has done that. "The 
already signed up 400,000 sq. ft of space A host of factors have kept the play- | world is moving towards malls," says 
in malls across the country, even before | ers from going national. Chaturvedi, adding, "It is the 


the first store is up. (That's scheduled for | Says Viveks associate vice- Provogue founders business of the future." But 
the first quarter of 2005.) "Durables re- | president (CRM) B.K.Vijay: (LR) Akhil, Salil and so far, most consumer 
tailing in India is still a sunrise industry. | "High octroi and trans- Nikhil Chaturvedi durable retail chains have 
set up stand-alone stores. 
"Durables retailing in malls has been 
slow as rentals are high and, unlike in ap- 
parel, margins not big," explains Gupta. 
yu Others say that malls are usually places 
CX for entertainment and consumers are 
dosi —* hardly in the frame of mind to make a 
n a serious purchase. 
dde Chaturvedi thinks execu- 
tion is the key. The trick, he 
says, is to create a world- 
class experience for the 
consumer. Covering 
30,000-40,000 sq. ft, each 
store will have a wide range 
of products (and house 
cafés), and is estimated to 
cost Rs 15 crore. 

A couple of partners 
are also expected to 
come on board shortly. 
All eyes will be, there- 

fore, trained on Mum- 
bais  Inorbit Mall, 
where the venture is 
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|. WHY EPSON? 


BECAUSE ONLY THE NEW EPSON ALL-IN-ONES GIVE YOU TRUE TO LIFE IMAGES. 


The new range of Epson All-in-Ones come with revolutionary micro-piezo techr 
which assure you great results every time- whether you're printing 


EPSON ALL-IN-ONES. GET MORE. 


OQ) and built if DI Ot Ul + | 


scanning or copying 


EPSON STYLUS. CX1500 
GREAT VALUE ALL-IN-ONE 


* Up to 2880 x 720 optimized dpi 











EPSON STYLUS. CX4500 
POWER PACKED ALL-IN-ONE 


EPSON STYLUS. PHOTO RX630 
PROFESSIONAL PHOTO ALL-IN-ONE 
* Up to 5760 x 1440 optimized dpi | 


lr 60x1440 dpi with 
* One-touch 4x6 photo copying * High speed 15ppm / 13cpm for black & colour 6 INKdividual'" cartridge: 
* 12ppm black & 5.4ppm colour * Economical INKdividual™ cartridges * Direct Negative and Slide pnnt 
Ticpm black, 4cpm Colour with Durabrite Ink * Built dé 
* Epson Scan Tool Light, for effortless scanning * Built-in 7-in-1 card slot for PC free printing * Built-in 2.4' color LCD for PC Free editina 
Rs. 4995** Rs. 7995** Rs.21295** 
Exclusive Introductory Offer: 
pow MONEY FREE 6-month subscription to OUTLOOK Money! 
Service Warranty* 
**List Price. Local Taxes and other levies extra as applicable *Offer available only on Epson Stylus Cx1500. # Features A Offers vary ! je! t : 1 Epson æ Me regestered tracamarn 





For more information call the Toll Free Helpline No. 1600 440011. Accessible b 


etween 9am! 
























HILE arranging in- 
terviews in Mongo- 
lia | was surprised 


when 


=" i 
suggested the same 


place to meet, Hazara, an Indian restau- 
rant that has earned itself the reputation 
of Ulaan Baatar' best eatery. 

But ironically, my guests universally 
voiced their disappointment at how few 
Indian businesses were active in the 
country, despite the obvious opportuni- 
ties in industries where India has com- 
petence — mining, textiles, construc- 
tion, IT training, packaging, and 
pharmaceuticals. "Mongolia is seen as a 
back of beyond place. And those who do 
take interest turn away when they hear 
the population is only 2.8 million," says 
Gauri Shankar Gupta, the Indian am- 
bassador there. 

Yet economists say this mythical 
country, once best known for its horse- 
based nomadic culture and fabled 
cities, could soon become Chinas 
Canada — a mineral-rich nation with 
high incomes that will pave the way for a 
trade business relationship with the 

Asian super power. 


$4 — 


everyone 


Rn ad tut Mon- | 


Mongolia'5 biggest industries account- 
ing for over half of its GDP. With liberal 
policies guiding investment in these ar- 
eas, they have mushroomed. Until 1990, 
Soviet-controlled Mongolia produced 
just half a ton of gold. Now it produces 
almost 20 tonnes a year and has a total 
potential of 2,000 tonnes, says Robin 
Grayson, director, Eco-Minex, a mining 
company in Ulaan Baatar. Companies 
are raking in money with little upfront 
investment. Consider The Boroo Gold 
Company. It acquired gold mining li- 
cences around the country and discov- 
ered one of Mongolia's largest gold re- 
serve sites, valued at about $500 billion. 
Then there is the spillover effect of 
such progress. Ulaan Baatar, once a 
sleepy Soviet-style administrative cen- 
tre, is morphing into a new city with 
nightclubs, hotels and fashion bou- 
tiques crowding its narrow streets. 
There is also a visible housing boom tak- 
ing place and massive injections of aid 
from Europe, the US and Japan "have 
opened up a large market for infrastruc- 
ture projects and demand for mini-ce- 
ment and steel mills", says Gupta. 
Mongolia is also looking to India for 
skilled managers who could help fledg- 
ling local industries deal with aggressive 
Chinese buyers. Particularly in the cash- 


rj- | mere industry, Indo-Mongolian coop- 
Fi- | a —— 





Goldmine and more 


With its minerals, the country is ready to welcome foreign enterprises 


giving Indian textile makers direct ac- 
cess to the most valuable raw material in 
the industry, says Dorjnamjim. 

India also has the political ground 
needed to win business. New Delhi has 
excellent relations with Ulaan Baatar. 
Indias previous ambassador there, 
Kushok Bakula, a Buddhist monk from 
Ladakh, helped Mongolia revive its 
practice of ‘Yellow Hat’ Buddhism (the 
same as followed in Tibet) after the Sovi- 
ets left in 1990, and created a reservoir of 
goodwill for India. 

By building close relations with 
democracies like India and Japan, Mon- 
golia is also looking to reduce its depen- 
dence on Russia and China, between 
which it is sandwiched — something 
that Munkh-Orgil, Mongolia's foreign 
minister called the “third neighbour” 
policy. "There's lots we can learn from 
India, in IT, in infrastructure," he said. 
"With a common culture, we would be 
an easy country to do business in." 

Of course, investing in Mongolia has 
its risks. Political uncertainty and eco- 
nomic mismanagement could cause 
both its fragile democracy and currency 
to crash, turning it into Chinas Mexico 
rather than China's Canada. But to even 
reach a decision on investing here re- 
quires giving Mongolia "due considera- 
tion,” says Munkh-Orgil. "Right now I 


Mongolia look just want people to con- 
an suppliers to break desolate, aps isa sider us. If they do, I’m 
Chi na's oligopolistic posi- storehouse of natural sure we'lllookgood.” W 
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— M à> the news business, have risen by cate! 
| offering 


these to local and national advertisers 


a ing to regional audiences an 


Going local is the best way to grow | 
estimated Rs 350-crore news ad pit 

It also meets the business needs ol 
both Star and ABP. It adds more muschi 
to the Star bouquet, especially in thi 
East, where Bangla entertainment chan 
nels rule. For ABP it is one more step to 
wards becoming a full-fledged, national 
media company. So far, its strength has 
been print and the East, which it domi 
with like 
inanda Bazaar Patrika and The Tele 


nates completeh brands 


E : Mw ! a. — — E 
i — graph. To grow at the double-digit ta 


gets it has set itself, the company has to 


ENGALIS of the world, unite! You 

will soon have your own elec- 

tronic adda. Media Content and 
Communication Services (MCCS), a 
venture between ABP (the owners of 
BW) and Star Group, will be launching a 
Bengali news channel by February 2005. 
MCCS, which also owns Star News, is 
seeking viewer feedback via SMS ona 
name for what is now called Star Bangla. 
The idea behind an announcement 


MUMBAI'S MAKEOVER 


Planning 


Commission’s 


prerogative 


OR Maharashtra's newly- 


elected government, it's time to 


deliver on its election promises 
— a modem airport for Mumbai, a 25 
km bridge linking Sewri and Nhava 
Sheva, the Worli-Bandra sea link, the 


Metro, the east-west corridor, a neater 


Dharavi, pothole free roads, uninter- 
rupted water supply... The list is long. 
Doing up the city will cost the state a 
whopping Rs 40,000 crore. But for 
now, Maharashtra has put projects 
worth Rs 18,000 crore on priority. 
May sound too good to be true. 
Here's why: The state's coffers are al- 
most empty and it has debts of close 
to Rs 93,000 crore. So, after crying 


foul for years about Mumbai being the 


NEWS BROADCASTING 


Ki khobor? 


three months before launch is to 
sweeten up the trade (Read: cable dis 
tributors) and make hiring easier. 

It not need have. There is no ques- 
tion on the need for vernacular news 
channels. Aaj Tak, NDTV India, Sun 
News and TV9 Telugu News, the most 





Priority projects 


* Bandra-Worli sea link: The 5.6-km 















* Mumbai Urban Transport Project: 


highest tax-paying city in the country 
and not getting much support from the 
Centre, the state government has de- 
cided to directly approach the Centre 
to seek funds of Rs 8,500 crore. 

Last week, a group of officials 
made an elaborate presentation to 
members of the Planning Commission, 
asking for an additional Budgetary 
support and discussed six projects. 
(See 'Priority projects) The outcome, 
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freeway whose construction has stopped 


* Trans-harbour link: The 25-km bridge to 
cost Rs 6,380 crore is awaiting clearances 


* Redevelopment of Dharavi: A Rs 550- 
crore initiative to rebuild Asia's biggest slum 


* Mumbai Urban Infrastructure Project: | 
A Rs 2,647-crore plan for elevated roads, etc. 


Plan for a Rs 4,526-crore outlay on traffic 

management, roads, suburban railway, etc. 
* Mumbai Metro Railway Project: 146.5-km | 
network to be built by 2010 for Rs 19,525 crore | 


get into television and go national, reck 


ons managing director, Aniruddha 
| ahiri. [hat is the reason it pK ked up d 
74 per cent stake in MCCS and, ther 
fore, Star News, a national Hindi news 
channel. Now it is trying to leverage that 
investment across different brands. > 
expect more channels and a lot mort 
action from ABP as it tries to grow Di 
vond its Bengali roots È 


AAITTA KOW , LAUS 7 
VAIVITA AJP APUAN LIE ENIA 


| according to one of the mem- 
| bers, was “highly satisfactory 
and the Planning Commission 
has given an in-principle nod 
to the proposals". 

It is the first time that the 
commission has showed gen- 
uine interest in Mumbai's de- 
velopment. This comes a few 
| weeks after Prime Minister 
Manmohan Singh's statement 
of putting Mumbai on the 
world map by giving it a 
Shanghai-like makeover. The 
PM had assured Mumbai that 
the Centre would give full support to 
the city's development issues. Maybe 
this is a direct result of the fact that af- 
ter many years the ruling party at the 
state level and the centre are aligned. 

Maharashtra chief minister Vilas- 
rao Deshmukh, Planning Commission 
deputy chairman Montek Singh Ahlu- 
walia and the PM are to meet in De- 
cember to finalise the nitty-gritty. @ 

SUPRIYA KURANE 


| 
| 








The author is director, 


Jeetay Investments, an 
investment advisory 
firm. He can be contacted 
at chetan@capitalideas 
online.com. 





State 
ownership 
increases 
the 
chances of | 
public 
sector 
units 
losing | 
their value | 


overtime | 





y chetan parikh . — 


Flawed temples 
of modern India 











CONOMISTS have stated that 
many of Nehrus “temples of mod- 
ern India", the public sector units 





(PSU), survive only on huge dona- | 
tions from the state. Genuine pri- | 


vatisation, not just listing on the stock ex- 
changes but transfer to private ownership, is an 
economic necessity and not the political luxury 
which it has been unfortunately reduced to. 
One of the specious arguments made in 


favour of government ownership is public con- | 


trol on the production of essential goods and 
services. For instance, the recent statement by 


the petroleum minister only confirms that | 


there is no free pricing of petroleum products 
despite the formal abolition of the Adminis- 
tered Pricing Mechanism. Price controls, for- 
mal or otherwise, only transfer power from free 
markets to politicians. History has shown that it 
is an egregious error. 

Diocletian, the emperor of Rome in the late 
third century AD, first attempted to impose 
price controls on a large scale. Some of his pre- 
decessors had progressively debased the coin- 
age with base metals, setting off unprecedented 
inflation. Since he lacked precious metals and 
was forced to continue issuing base metal coins 
as well, he tried to control inflation through 
price controls. It was an unmitigated disaster, 
despite the liberal use of the death penalty as a 
means of enforcement. Goods simply went into 
hiding or were traded in the black market. 

The original argument for state involve- 


ment in industry was the promotion of the | 


public good — the idea that state-controlled in- 
dustries were to generate resources for redistri- 
bution which was not possible through taxa- 





tion, given the low tax base. The economic | 


compass was set wrong. The redistribution that 
has taken place is pointed in the opposite direc- 
tion — from customers and taxpayers to man- 


agers and employees of PSUs — due to poor | 


productivity and consequent losses. 


This is a throwback to the Dark Ages. The | 


private property that existed in those early agri- 





cultural societies was seldom at the bottom of 
the social pyramid. The primitive organisation 
of property that evolved in those times in- 
creased the chances of survival but at the cost 
offorgoing the opportunity to accumulate cap- 
ital and rise in the economic system. 

Anthropologists and social historians de- 
scribe this as ‘closed village. The households in 
closed village joined together to operate not in 
the open marketplace but in a closed system 
where all economic transactions of the village 
tended to be struck with a single monopolist — 
usually the village chief. Part of the crop was 
given to the landlord in exchange for seed. At 
the cost of buying at monopolised prices and 
selling cheaply, the peasants increased their 
chances of survival if the harvest failed. The 
feudal system that arose was a result of this risk- 
averse behaviour among groups that operated 
along the margins of survival. The public sector 
is reminiscent of that hoary age of feudalism, 
andis just as anachronistic. 

Government ownership also increases the 
probability of public sector enterprises losing 
value over time. The private sector is more 
equipped through the discipline of the capital 
markets to take the risks and expenses of inno- 
vation, without which enterprises can become 
technological backwaters. Operating in oligop- 
olistic markets and protected from foreign 
competition by ministerial whims and fancies, 
many public sector enterprises trace a form of 
evolution which strikingly resembles the ten- 
dency of leaving things isolated from competi- 
tion on lush islands to evolve into giant and 
often grotesque creatures. Markets are no dif- 
ferent from ecosystems, and conditions must 
be created where only the fittest survive. 

While reality is non-linear, politicians' ex- 
pectations are not. A social and economic con- 
struct, ill-suited to the current era of sharp dis- 
continuities and abrupt changes where speed 
and flexibility are the key to survival, needs to 
be replaced. Modern India's temples need a 
change of priests. m 
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Brother 


No longer brothers in arms, Mukesh and Anil 
Ambani are feuding over India’s largest 
business empire. By Rajeev Dubey & D.N. Mukerjea 











T the heart of the dispute between Mukesh Am- 
bani and brother Anil Ambani lies a simple truth: 
Indias largest business empire — Rs 91,766 crore 
in turnover, Rs 90,000 crore in market cap, 80,000 


two of them. That's as much a comment on their 
own ambitions and personal capabilities — one 
is an MBA from Stanford with a demonstrated ability to exe- 
cute mega-projects and an overarching vision for the future, 
the other is a finance MBA from Wharton with a demon- 
strated ability to raise billions of dollars — as the reiteration of 
an old fact: corporate sovereignty cannot be shared. It can be 
fought over, it can be won and lost, it can be exercised well or 
poorly, but it just cannot be shared. One person will have it 
and the other will not. 

Anditis clear now that Mukesh Ambani, 47, chairman and 
managing director of Reliance Industries, will have it and Anil 





Ambani, 45, vice-chairman and managing director, will not. | 


Asthe chairman of the group, Mukesh today has far more vot- 
ing rights than Anil in the company; he has a board of directors 
that will go by what he says ; and as the man who has been in 
operational control for years, he has complete command over 
what happens in almost every corner of his group. However 
hard Anil tries, there is little he can do to change any of this. In 
a way, even the one significant position that Anil holds today 


people as employees — is not big enough for the | 


| 


— as chairman and managing director of the Rs 7,700-crore - 


Reliance Energy — is courtesy of its largest shareholder, Re- | 


liance Industries, which Mukesh controls. Why things turned 
out to be so is another story and we will come to that later. 
Sois it game, set and match to Mukesh? If only things were 
that simple! They won't be, because what lies at the heart of the 
dispute between the two is another simple truth: no matter 
whatthe facts ofthe matter, no matter what the fine print in the 
legal documents, no brother will accept humiliation, or even 
implied humiliation, from another. Under NO circumstance. 
Thatiswhere thecurrent turmoil within the Reliance group 
becomes unpredictable. As the differences between the two 
brothers reached fever pitch over the last two months, Anil was 
liningup legal luminaries to take his brother to court over what 








he believes are questionable share transfers that happened be- 


tween trusts and private companies after their father's death. 
Anilis also likely to call a press conference soon to explain his 
side of the story — and also to question corporate governance 
practices in Reliance Industries and Reliance Infocomm, com- 


The brothers at Jamnagar, seven years back 


THE AMBANIS 





r 
a 





panies that Mukesh controls, Many of the questions, it is darkly 
suggested, will have to do with the manner in which Reliance 
Industries funded its telecom venture. If the current face-off 
continues, expect court battles and governance questions to 
dominate the headlines for a long time to come. This is not an 
inevitability, though. Both sides could see reason and agree to 
negotiate a settlement, long drawn-out as that may be. 

What will complicate any progress towards asettlement are 
the accumulated ill feelings of the last few years. The bad vibes 
between the two brothers started even while Dhirubhai Am- 
bani was alive (the simmering rivalry between sisters-in-law 
Nita Mukesh Ambani and Tina Anil Ambani was the original 
spark, say insiders) but since his demise, the relations between 
the two brothers have turned very prickly, and private commu- 
nication between them have almost come to a standstill. Peo- 
ple close to the two brothers say that Anil, the public face of Re- 
liance till recently, unlike the more private Mukesh, was 
uncomfortable with the idea of playing second fiddle to his 
brother and suggested various alternatives: that he be made 
co-chairman or that mother Kokilaben be made the non-exec- 
utive chairperson. Apparently, Mukesh found no reason to ac- 
cept any of these since Dhirubhai had settled the succession 
question, as he put it later, “in his own lifetime”. He also proba- 
bly took offense to Anil's disinclination to accept the status quo. 

Which brings us to the question: what precise arrange- 
ment did Dhirubhai Ambani make to address the question of 
succession? The details are hazy and the two sides dispute 
some facts, but one can attempt to paint a picture. The usual 
way of dividing up a corporate empire is to carve it into differ- 
ent companies and hand them over to inheritors. Dhirubhai 
had a ready solution: there were two major companies in the 
group, the Rs 29,000-crore Reliance Industries (gross sales, 
March 2001) and the Rs 30,000-crore Reliance Petrochemi- 
cals, and there were two brothers to divide it between, since 


_ the two daughters were never involved in the business. 


But Dhirubhai did something that surprised corporate ob- 
servers: he merged the two companies in 2002. It was clear that 
he didn't want his legacy to be divided up; he wanted it pre- 
served intact. He had probably also learnt from the experience 
of the other clans which had divided up its businesses only to 
find brothers and cousins fighting each other in the market- 
place and destroying value. So he followed another course: he 
divided the shares equally between his children, but he made 
sure that control of the group rested intact with his elder son, 


| Mukesh. Much of the family stake in Reliance is held through 


20-30 trusts and investment companies, and Dhirubhai made 
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tory — 


Anil Ambani 
30/07/2004 09:50 PM 





To: Mukesh Ambani/MAKER/RIL@RELIANCE 
cc: Anand Jain/MAKER/RIL@RELIANCE, Amitabh Jhun- 
jhunwala/RC/MAKER/RIL@RELIANCE 


Subject: RIL Board Draft Minutes of 27th July 2004 


This is in the continuation of my mail of 29th July, and in 
response to the Draft Minutes received by me yesterday 
(29th July) from Vinod Ambani for my confirmation. In so 
far as the item introduced on the supplemental agenda 
(now item No. 17 on the Draft Minutes) is concerned, | 
have already pointed out that apart from a discussion on 
“constituting the Health, Safety and Environment Commit- 
tee” (which itself lasted barely 2 minutes), no discussion 
whatsoever has taken place at the Board 
meeting on 27.7.2004 on this agenda 
item in relation to the redefining of the 
powers of various committees, execu- 
tives, the CMD, Vice Chairman & MD, 
and other executive directors. Even the fact that this item 
was to be introduced, in this manner, was not previously 
discussed with me as per previous practice. | am surprised 
to subsequently learn that many of the other outside direc- 
tors and other staff were aware, and had been spoken to 
about this, prior to the Board meeting. Not only do | not 
agree, with the proposal as framed, but it is very clear to 
me that the Draft Minutes are factually incorrect. They pur- 
port to record a decision in relation to a discussion that 
has never happened. 

From other matters which | am learning about, and 
looking to the the undue haste with which this item is be- 
ing attempted to be pushed through, | am concerned that 
there appears to be more than meets the eye. The ap- 
proach being adopted is not only contrary to all norms of 
corporate governance, but is also neither in good faith, nor 
in the spirit in which such matters have been dealt with in 
our company, or the traditions from the time of our late 
DHA. It is indeed a sorry state of affairs. 

| have always treated you with respect, and | am un- 
able to understand why you are attempting to proceed in 


sure that the voting rights in Reliance that these companies 
and trusts held rested with the chairman of Reliance. So, who- 
ever became chairman also controlled a more than propor- 
tionate share of voting rights in the company. 

In essence, Dhirubhai ensured that control and owner- 
ship remained separate. The precise share of voting rights that 
Mukesh controls through these trusts and companies is open 
to question — it varies from 12 per cent to 29 per cent — but 
there is no doubt that he controls far more voting rights than 
his brother. Those close to Mukesh say that the brothers made 
anagreement to this effect, about the separation of ownership 
and control, while their father was alive, though Anil denies 
this. What is complicating matters now is Anil's belief that 


What sparked 
it off now 





this manner without taking me into confidence. A matter 
of this magnitude, which affects not only our company, but 
also each of us, and all our domestic and international 
stakeholders, cannot be introduced in this manner through 
a supplementary agenda item, without due notice, and 
without giving adequate time to the Directors for consider- 
ation for the consequences and ramifications of such a 
major step. This is a matter requiring careful thought, deep 
consideration, appropriate discussion, and above all, mu- 
tual agreement, before it can proceed further. 

The manner in which the proposed action is being at- 
tempted; the fact that some other Directors and staff were 
informed of this matter prior to the Board meeting, to my 
exclusion; the misleading heading given to this agenda 
item, making it appear that the same was concerned with 
the constitution of an HSE Committee, while glossing over 
the more substantive part; the fact that signatures of sev- 
eral directors were taken on the date of 
the Board meeting itself on the draft 
minutes (which is unprecedented in our 
company), all this is causing me concern 
that there may be an ulterior motive and 
design, but this is something that only you can clarify. 

Accordingly, | would once again request and suggest 
that, pending a discussion between us, Item No. 17 as 
above be put into abeyance, so that the existing status 
quo is not disturbed, without a full discussion, debate and 
agreement between us. If however, this is not acceptable 
to you, you will appreciate that, much against my desires 
and wishes, | will be left with no other choice but to record 
my dissent appropriately. | sincerely hope it will not come 
to that, and we will revert to our earlier system of consulta- 
tions / discussions / mutual consent. 

It pains me that 2 AGMs and over 8 Board meetings 
have taken place in the absence of Pappa, and unfortu- 
nately, things have.now come to such a pass, that, for no 
apparent reason, such an important and detrimental ac- 
tion is being proposed. 

| look forward to a constructive solution 
and your understanding and advise. 










Regards, 
ADA 


share transfers that happened between the trusts and invest- 
ment companies since his father’s demise have altered own- 
ership structures to his detriment. This is the nub of the issue 
around which a future battle could revolve. 

In any case, Anil, who believes that he had as much of a 
role to play in building Reliance as his brother, would have 
found the situation that he found himself in unbearable. But 
what has made matters worse is a series of small and big inci- 
dents that have made him believe that his role within the 
group is being systematically whittled down. 

Ata board meeting on 27 July this year, the Reliance Indus- 
tries board passed a resolution conferring sweeping powers 
on chairman and managing director Mukesh — including the 
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authority to “vary or revoke all or any duties, responsibilities or 
powers" given to managing director Anil, and to “confirm, 
modify or countermand any actions or decisions" made by 
him. By itself, it should be little surprising that the chairman of 
a company should want to have these powers to himself. But 
to Anil, the greater irony was that a resolution that would re- 
duce his role was passed in Mukeshs absence, and in his own 
presence. Since the resolution was introduced as part of a sup- 
plementary agenda — which meant it wasnt pre-circulated — 
and was headlined as a resolution to constitute a Health, 
Safety and Environment committee, the implications of its 
clauses didn't dawn on him. As Anil's email to Mukesh that we 
have reproduced on page 26 shows, Anil has taken this mea- 
sure as an extremely unfriendly gesture, to put it mildly. 

"Item no. 17 was introduced through a supplementary 
agenda at the end of the last Board meeting, without proper 
and due notice," writes Anil in a formal, strictly confidential 
letter to Mukesh on 25 October 2004, adding: "This is contrary 
to all past practice, whereby supplementary agenda items, like 
the main agenda, have always been pre-circulated, pre-dis- 
cussed and pre-agreed between the two managing directors, 
before any Board meeting." 

"The supplementary agenda item had a misleading title, 
which suggested the same was essentially concerned with the 
formation of a Health, Safety and Environment Committee. 
The clubbing together of a very substantive proposal on redef- 
inition of powers of the managing directors, etc. with this unre- 
lated subject ofthe HSE Committee, obscured the real purpose 
of the agenda item." According to Anil's letter, the discussion 
on item no. 17 lasted barely two minutes. 

Equally damaging has 
been the feeling on Anil's part 
that his own ambitious plans 
for Reliance Energy are at the 
mercy of Mukesh. Reliance 
Energy wants to put up a 


After 
Dhirubhai 


Mukesh alone. Anil skips 
the inauguration, prompt- 
ing speculation all is not 

well between the two. 


18 Jan 2003: 
Reliance takes over 
BSES. Anil appointed 
CMD of BSES. 


16 Oct 2003: 


RIL sells telecom 
business to Reliance 
Infocomm, consolidates 
telecom businesses 
under one company. 





HEMANT MISHRA 





Dhirubhai passes away in 
Mumbai. Mukesh elected 
CMD of Reliance 
Industries and Anil elect- 
ed vice-chairman & MD. 


Oct 2002: Reliance 


announces huge gas 
finds off the AP coast. 


28 Dec 2002: 
Reliance Infocomm 
launched. The ad 
announcing the launch 
carries a statement by 


SANJIT KUNDU 


Jun 2004: ani 





When Dhirubhai held them together 


3,740-MW, Rs 11,000 crore power plant in Dadri in Uttar 
Pradesh, using gas from the Dhirubhai gas fields that Reliance 
Industries discovered in October 2002. But in a recent inter- 
view to a news agency, Mukesh announced that the gas would 
be ready to be piped to Reliance Energy only in 2008, two years 
behind earlier plans. The delay may have nothing to do with 
the power play between the two brothers, but in the current 
surcharged atmosphere, every action taken by one side is 
taken to be a mala fide action by the other side. 

The litany of hurt feelings is long and tedious. Every year, 
the Reliance group sends out Diwali gifts to movers and shak- 
ers in the capital, and they used to go out along with four vis- 
iting cards — those of Dhirubhai Ambani when he was alive, 
Mukesh Ambani, Anil Ambani and V. Balasubramanian, Re- 
liance's Man Friday in Delhi. But this year, the gifts went out 
with just one visiting card: that of Mukesh Ambani. The pub- 
lic statements and announcements of Mukesh never men- 
tion Anil and it was one such incident that caused Anil to stay 
away from the launch of Reliance of Infocomm in December 
2002. Apparently, the full-page announcement about the 
launch of Reliance Infocomm carried the signature of 
Mukesh but made no mention of Anil. The younger brother 
was dismayed to find the advertisements in the papers on the 
day of the launch and decided to stay away, thus giving the 
first public display of differences between the two brothers. 


27 July 2004: 

RIL board grants Mukesh 
powers to 'countermand' 
or ‘modify’ Anil's 
decisions. 


25 Oct 2004: 


Anil objects in 
an official letter 


becomes Rajya Sabha 
member with Samajwadi 
Party backing; Mukesh 
irked. 


16 Jun 2004: 


Reliance signs 
support agree- 





ment with UP to Mukesh. 
government for 17 Nov 2004: 
the world’s Mukesh goes 
biggest gas- public about 
based power “ownership 
project at ; issues" in 

Dadri. 3 the group. 
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Anil D. Ambani 


Vice-Chairman & Managing Director 


October 25, 2004 


The Chairman and Managing Director 
Reliance Industries Ltd. 

Maker Chambers IV 

Nariman Point 

Mumbai 400 021. 


Anil no longer uses the Reliance Infocomm phone — appar- 
ently, he stopped using it when he got calls from the customer 
care centre of Infocomm about unpaid bills! 

Again, in July this year, like last year, Anil wanted to host a 
function in New Delhi on Dhirubhai's second death anniver- 
sary where finance minister P Chidambaram , three former fi- 
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Strictly Confidential 


liance Industries has discovered in the Krishna-Godavari 
basin and also some liquid assets — the value of which has 
been variously put between Rs 6,000 crore and Rs 10,000 crore. 
It is clear that Anil needs a lot of money to make his power 


_ plans workable —he has not yet been able to achieve financial 


nance ministers — Pranab Mukherjee, Yashwant Sinha and | 


Jaswant Singh — and two former PMs — Chandrashekhar 
and H. D. Deve Gowda — were to be present. Even former PM 
V.P. Singh was to be roped in, in what would have amounted to 
a coup, considering the measures Singh took against Reliance 
while in power. But it seems Mukesh turned the idea down — 
we will organise the function this year, he is reported to have 
said — and Anil had to call up the invitees to cancel the plan. 

For Anil, then, it looks as if it's not just the control of the 
group that he has lost, but also the claim to his father's legacy. 
Anil's attempt to hang on to some of that has taken the form of 
BSES being referred to as a ‘Dhirubhai Ambani’ enterprise. 

It is also becoming increasingly clear to him that unless 
Mukesh gives him a bigger role within the group, he will have 
to invent a new role for himself outside it to remain relevant. 
His entry into politics — he was elected Rajya Sabha MP in 
June 2004 with the support of friends and Samajwadi Party 
leaders Mulayam Singh and Amar Singh — which surprised 
corporate observers has to be seen in this light. Mukesh, who 


was not kept in the picture about this decision, was taken | 


aback when he heard about it and agonised about the damage 
it could cause to Reliance. "But there is a simple way for 
Mukesh to bring Anil back from politics — give him a bigger 
role, or carve out a clear space for him within the group," says 
an observer whose sympathies clearly lie with Anil. 
Whenever the brothers get down to negotiating a truce, 
thefirst option that will suggest itself is to give Anil greater con- 
trol to develop his energy business. And greater control could 
mean guaranteed, long-term access to the gasfields that Re- 
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. closure for the Dadri project. It seems that some months ago, 


he had invited heads of financial institutions to make a pre- 
sentation to them about Dadri. He asked for a 9:1 debt-equity 
ratio to fund the project, but the institutions were willing to 
settle only for a 3:1 ratio, which was unacceptable to Anil. With 
access to cheap gas, and liquid assets to fuel his power plans, 
Anil could stay out of Mukeshs hair in Reliance. But it is not 
clear that Mukesh would agree to such an arrangement — 
even if he could ignore issues of corporate governance in- 
volved in handing over Reliance Industries assets to Reliance 
Energy. He would also be within his rights if he insisted on fol- 
lowing through the arrangement that Dhirubhai had made: of 
ownership being divided, but control being undivided. But 
Anil is probably counting on the fact that while none in the 
family will question Mukeshs5 control over the group, they will 
support him in his bid to get a fair deal for himself. 

How would Dhirubhai himself have tackled the problem, 
had he been alive? Those who have worked with him say he 


. would have thought win-win, and made a few grand gestures. 


In 1997, he bought out the stake of his brothers in Reliance In- 
dustries — they held substantial stakes in Reliance back then 
— by offering to pay them far more than they were expecting. 
Dhirubhai, of course, knew he was going to make the kind of 
fortune that few could imagine and, therefore, the deal made 
even more sense to him than to his brothers. Both Mukesh 
and Anil may have to learn to think win-win onceagain. W 
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Crompton Greaves touches our lives every day 





“Every day of the week, every week of the year, since 1937, Crompton 
Greaves has touched lives in many ways. Somewhere it provides pleasant 


breeze. Somewhere it helps pump water. Somewhere it lights up homes, | aS | Crom p ton 






offices and streets. Somewhere it regulates trains. Somewhere its critical 

equipment runs the core industry. Somewhere it helps the country grow = m j Greaves | 

by exporting worldwide. Somewhere or the other Crompton Greaves EVERYDAY SOLUTIONS |. 
provides a solution” website : http//www.cglonline.com 
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OUR BUSINESS GROVVTH 
IS BASED ON ONE SIMPLE PHILOSOPHY. 


PERSONAL GROVVTH. 
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Revenues growing 46% CAGR 





Company of the Year 2000 | ISP of the Year 2001 | Superbrand Award 2003 


IP VPN Market Leadership Award 2004 


ify is one of the fastest growing ond most 
awarded Internet componies in the world, with 
a 46% Compounded Annual Growth Rate over the 
last 5 years. How did we manage to achieve oll this 
in such a short spon of time? The onswer is quite 
simple; Sify's team of dedicated professionals, who 
have constantly bettered themselves through exposure 
to some of the best processes, tools, projects and HR 
practices the business can offer. 


Therefore, as our employees grew from strength to 
strength, so did our business. Today Sify is a zero 
debt company with $32 million in cash and 
operating profits in 2003-04. With unmatched 
Internet and network services expertise, technological 
capability and a team of 1,500 tolented 


For more information log on to www.sifycorp.com 


professionals who ensure service delivery according 
to international standards, Sify stands o cleor leader. 
A leader guided by The Sify Way’. 


We begon with the purpose of impacting the lives of 
millions of people and organisations with the power 
of India and the Internet. Today, over 900 companies 
like GE, Whirlpool, Oracle, TVS Group, Tota Motors, 
Gillette, Dupont, Citibank, Hutch, Godrej, Toyoto, 
Xerox, Wipro, Satyam and Jet Airways depend on 
Sify's network services for their business critical 
applications. As do over a million consumers for high 
quality Internet access and portal services. 


So, as we complete five years on the Nasdaq, we 
invite you to share in our joy and celebrate this 
milestone with us. 
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IT markets in 
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| percent, an amazing growth in theambience of | 


IT has 
clearly 
ushered | 
in positive 
change 
and 
efficiency. 
Then, 
why is its 
use across | 
India 
limited? 








one of the most amazing success 
stories. However, the growth of 
the industry has been mainly in 
exports, and there is concern that India cannot 
be dominant in the global market unless do- 
mestic consumption improves. IT is one sector 
where we are far ahead of China, but the vast 
and fast growing domestic market in China 
could ultimately help it challenge our position. 

Last year, software exports increased by 30 


a global economic slowdown and flat-to-nega- 


VER THE last decade, India's IT | 
software industry has scripted | 


tive IT expenditures. While the domestic soft- 


ware market grew by a respectable 22 per cent, 
it amounted to just about a fourth of the ex- 
ports for the year — despite a robust rise of 
8 per cent in GDP Why this comparatively slug- 
gish growth in the domestic market? 

IT has been immensely beneficial in increa- 
sing efficiency, cutting costs, and improving de- 
cision-making and customer service, But there 
are constraints inhibiting the use of IT in our 
industries, the biggest probably being protec- 
tion and over-regulation, leading to lack of 
competition in most sectors. Experience shows 
that with competition, the pressure to improve 
efficiency and service necessitates use of IT, ma- 
king it a major strategic advantage. Indian ex- 
amples of this are the banking and telecom sec- 
tors, both highly competitive and big users of IT. 

With the advent of the patent regime, dis- 
mantling of textile quotas, and the growing 
global reach of Indian corporates in various 


sectors (automotive, energy and metals), the 


demand for IT is likely to escalate. Corporates 
will invest in connecting the extended enter- 
prise across the country and even overseas. The 


new Commission on Manufacturing Competi- 


tiveness will, hopefully, give a boost to the use 
of IT. In services too, retailers, transporters, 
insurance companies and educational institu- 
tions will invest more in IT. Areas like health- 
care can also greatly benefit. 


High cost of IT hardware in India, primarily 
due to high taxes and levies, has also limited 
growth of the domestic market. But with the 
WTO regime coming into play in 2005, some re- 
duction in tariffs is expected. Some have ar- 
gued that the software industry has been ex- 
port focused. While the observation has some 
merit, it is only partially true. Many software 
companies, especially small and medium en- 
terprises, have actively pursued domestic op- 
portunities. Some have created software exclu- 
sively for Indian companies, and developed 
Indian language packages. More programmes 
for local companies, especially SMEs, and a 
greater thrust on Indian languages can un- 
doubtedly help stimulate demand. 

Government spending on IT has also been 
small, and skewed towards investments in 
hardware at the cost of applications and servi- 
ces, Some states have taken noteworthy steps in 
e-governance, but these have been limited and 
the scaling-up slow. The Centre's efforts have 
been inadequate. A large, imaginative progra- 
mme would enable citizen-friendly and trans- 
parent governance. Rural India is, potentially, a 
big market. Initiatives like ITC's e-choupal 
show the financial viability of e-procurement 
and e-commerce in agriculture. This is being 
taken to selling insurance policies and FMCGs. 
(Gyandoot in Madhya Pradesh has horoscope 
and matrimonial services!) Clearly, we are still 
scratching the surface of a massive market. 

Greater IT usage in the country will have 
spin-off benefits. It is established that, by bring- 
ing in transparency, IT reduces corruption. 
Karnataka's computerised land-records pro- 
ject, ‘Bhoomi’, is an example. IT also helps cata- 
lyse a work culture emphasising quality and 
care for detail. Putting in place positive policies 
will help boost the domestic market. The gov- 
ernment, IT industry and users — all must take 
responsibility. A private-public partnership be- 
tween government and industry, as in software 
exports, could double growth rates, with big 
economic and societal benefits. n 
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Tis amazing how things have changed in the course of 
one year. Last year, when the first Businessworld-Grow 
Talent Great Places to Work survey made its debut, India 
Inc, was just emerging out of the woods after a period of 
painful restructuring. Over the preceding few years, the 
manufacturing industry had shed a significant number 
of jobs, the dotcom boom had come to a sudden halt, 
and employee stock options had lost their sheen as a signifi- 
cant wealth creator. As a result, overall employee morale was 
rather low. Even among the top 25 firms on our list, only about 
78 per cent of employees agreed with the statement that they 
were part of a Great Place to Work. 

This year's survey has a different story to tell. This time, 86 
per cent of employees among the top 25 workplaces in India 
believe that they belonged to a truly great workplace. Though 
that's still lower than the 92 per cent score that the top 25 com- 
panies in the US earned, it is clear evidence that employees are 
far more upbeat about their organisations this year. 

This optimism is also evident from the comments from 
employees in the survey. Sample one such comment: 

“When I joined the company and my mom was ill, I had 
to spend alot of time with her — running to the hospital, etc. 
My work was relaxed so that I could concentrate on my per- 
sonal things. When I lost her, the amount of help that was of- 
fered, as I was very young, was incredible. | get a feeling of not 
justa company but a family." 

Such sentiments are rare. But then, that's the real essence 
of truly great workplaces that are identified every year by the 
Great Place to Work Institute, San Francisco. The institute has 
been ranking great workplaces for over 20 years across 23 
countries. A Great Place to Work has a simple definition. If you 
trust the people you work for, take pride in what you do, and 
enjoy the company of people you work with, you are in a Great 
Place to Work. 

It is perhaps the elegance of this definition, plus the fact 
that unlike other surveys, the Great Place to Work model looks 
at workplace relationships from the employees' perspective, 
that prompted 179 reputed companies in India to participate 
in this year's survey, up from 120 which participated last year. 
Ultimately, 130 organisations could complete the entire 
process. Selecting the top 25 was a daunting task. Each organ- 
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isation evaluated made an excellent case to warrant a position 
on this list. For the few that made the cut, it is a great accom- 
plishment indeed. For those that didn't, it is a step in the right 
direction. No doubt, their time will come. After all, 12 of the or- 
ganisations featuring in this year' list did not feature last year. 

So what differentiates a Great Place to Work from just a 
good workplace? Not only does this year's survey seeks to an- 
swer that question, it also offers clues on the specific practices 
adopted by the top 25 firms, plus a glimpse of the key chal- 
lenges that face them. 

Trust is a dominant characteristic of Great Places to Work. 
Again and again, employees at the top 25 firms talk about their 
trust in the people they work for. Now, it isn't as if these em- 
ployees are happy with all aspects of their work. But they know 
that they always have an option to get a "fair shake" from their 
employer, if they choose to do so. What is striking about these 
firms is the degree of fairness that exists. An analysis of the 
scores of the top 25 companies reveals that an overwhelming 
number of employees in the sample population believe that 
people are treated fairly regardless of their religion (95 per 
cent), race (91 per cent), gender (92 per cent) or age (87 per 
cent). This is clear evidence that meritocracy is the corner- 
stone of great workplaces. 

While dimensions like camaraderie, pride, credibility and 
respect are often measured in many employee surveys, fair- 
ness gets pushed under the carpet. Yet, Great Places to Work 
tend to follow the traditions of a vibrant democracy. This is 
why Sapient, with its global ethics hotline which is accessible 
to all employees to report on workplace harassment or other 
such issues, scores over others. Federal Express has a griev- 
ance filing procedure called the 'Guaranteed Fair Treatment 
Procedure, where an employee who feels he has been treated 
unfairly can challenge a manager's decision, and keep on es- 
calating it to progressively higher levels of management. 
FedEx makes it mandatory for its managers to communicate 
this policy to all employees. 

Yet, ironically, the toughest challenge that a Great Place to 
Work faces is managing an employee's perception of fairness. 
For example, Infosys has evolved a new role-based structure. 
Here, employees who demonstrate the required competen- 
cies and are able to deliver results are moved to higher roles, ir- 


The mood inside Indias best 
workplaces is discernibly upbeat 
this year, thanks to a host of new 
initiatives. The results of the Great 


Places to Work Survey 2004. 
By Anil Sachdev and Prasenjit Bhattacharya 


BUSINESSWORLD 35 6 DECEMBER 2004 


i 
4 








respective of their qualifications or experi- 
ence. But, the tricky part for the company is 
managing the expectations of those who 
have not been able to prove themselves 
inside the sytem. 

There is one HR process that invariably 
raises hackles inside every organisation and 
has maximum impact on employee percep- 
tions on fairness. That has to do with the entire 
process of performance appraisal. No matter how ob- 
jective you make the process, the human tendency to com- 
pare and feel jealous of what others get invariably comes in 
the way. Which is why, in this year’s survey, only 63 per cent of 
the employees say that their company avoids favouritism. 
Sixty-seven per cent say that people desist from politicking 
and backstabbing to get ahead, 64 per cent say that they geta 
fair share of profits, and 69 per cent say that promotions go to 






















the deserving. Given that these responses come from employ- | 


ees of Great Places to Work, it isn't hard to imagine how em- 
ployees in other organisations perceive the level of fairness. 


Greater by the year 


Pride 


Great workplaces have physically safe workplaces with fa- 
cilities that create the right ambience to inspire good work. 
However, only 67 per cent of the employees on the Great 


Places to Work 2004 list feel that they have a work-life balance. : 


As the Indian economy opens up, today's generation of Indi- 
ans are pushing themselves to make the most of opportuni- 
ties. Working hours are getting longer, stress and fatigue are 


now common — much like what Japan and Germany went — 
through in the 1960s and 1970s, and the Asian Tigers more re- 
cently. Very often, people tend to mix their personal and pro- | 


fessional lives. Think of the number of times that you've in- 

vited business partners home, taken official telephone calls at 
home, and spent hours downloading email on your laptop. 

3 Even though only 67 per cent of em- 

CREAT Pi ACE ployees feel that they are encouraged to 

10 WORK 2009 balance their work life against their per- 


sonal life, this marks an improvement of | 


10 per cent compared to the 2003 list. In 
the days to come, work-life balance issues 
could well become an important differen- 
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Compared 
to just 78 per 
cent last year, 86 per 
cent of employees 
among the top 25 work- 
places in India believe 
that they are part of 
a truly great place 
to work this 
year 
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tiator for a Great Place to Work. Texas Instru- 
ments already has a créche and playground 
facility for employees’ children, It has also 
launched ‘Dosti’, a counselling service for 
employees that offers telephonic, online 
and face-to-face counselling. It also cele- 
brated a ‘Life In Balance Month’ sometime 
back, 

Great workplaces have been particularly suc- 
cessful in fostering pride in employees. Compared to 
the 2003 study, 20 per cent more employees on the top-25 list 
now agree that they feel a sense of pride at what they have ac- 
complished, 19 per cent more employees in 2004 say that their 
work has special meaning and that it is "not just a job". Simi- 
larly, 17 per cent more employees on the top-25 list in 2004 
agree that people are willing to give extra to get the job done. 

Employees at Sasken take great pride in their work culture 
and core values, and the company’s vision of ‘Unleashing In- 
dian Creativity' inspires employees. Newcomers are encour- 
aged to interview employees at random to discover the Sasken 

values in action rather than being 
shown the values in handouts and pre- 
sentations. ST Microelectronics has a 
process of patent mentoring to encour- 
age employees to produce and register 
unique ideas for patents. 

As the Indian economy moves into a 
growth trajectory, the shift from cutting 
costs to investing in people is apparent. 
One, there is now a significant 18 per 
cent increase in employee perceptions 
on the extent of training and develop- 
ment they receive to further themselves 
professionally. Two, 11 per cent of em- 
ployees say they receive special and 

š unique benefits in their organisation. 
Evidence that great workplaces are be- 
ginning to put their money where their 
mouth is. 

For example, at Computer Sciences Corporation, not only 
does the company pay for an employee's higher education, 
but also a break in service is treated as work experience while 
determining seniority. Besides, the employee continues to 
have an assured job. 

Great workplaces also put a premium on being approach- 
able and easy to talk to. Overall, 81 per cent of employees on 
the list think so — 17 per cent more than last year. Employees 
also feel more respected, with 11 per cent 
more employees agreeing with the 
statement that their company's 
management involves people 
in decisions that affect their 
jobs or work environment. 
The senior management at 
great workplaces is perceived 
to be competent (89 per cent), 
and honest and ethical (89 per 
cent) by their employees. 

This year, more than 10 per 
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India’s best vs America’s best: ROBERT LEVERING 


OW do India's great workplaces compare with 
the best in the US? Based on data gathered for 
Businessworld's second annual Great Places to | 
Work survey, we find that India’s great work- 
places rate slightly lower overall than the very 
best in the US. However, on certain key measures, India's 
best compare favourably with their US counterparts. 
What's more, many of India's best have developed many 
innovative practices that are genuinely world-class. 

We can make statistical comparisons with America's 
best workplaces because the Businessworld list is 
compiled using the same employee survey (Great Place 
to Work Trust Index) that is used by Fortune in 
preparing its annual ‘100 Best Companies To Work For’ 
list. We notice first that employees of the top 25 
companies in the US rate their companies more highly 
on almost all survey questions. For 
instance, on the key question about 
whether they consider their company a 
Great Place to Work, 92 per cent of the 
employees at the US's top 25 answered 
affirmatively as opposed to 86 per cent 
of their Indian counterparts. 

Indian companies score 
significantly lower in the area of two- 
way communications — 5 per cent 
lower on the question about whether 
employees feel their management is 
accessible, and 12 per cent lower on the 
question about whether employees feel 
they get adequate answers when they 
ask questions of management. 

The US companies excel in this area 
partly because they have numerous strikingly effective, 
informal methods of communication. At Xilinx, a 
programmable computer chips manufacturer, CEO 
Wim Roelandts moves his office to a different building 
each year within the corporate complex, in order to get 
to know different company groups and to avoid 
creating an isolated executive enclave. At J.M. Smucker, 
a producer of jams and jellies, the president and 
chairman are regulars on the plant floor and frequently 
join workers for lunch in the employee cafeteria. These 
kind of practices go beyond the open-door policies 
common in both the US and India. Since 
communication is so vital to creating a sense of trust, I 
would assume that as Indian companies develop more 
and varied means of promoting management 
accessibility, their overall scores will improve. 

Another area where the Indian companies score 
noticeably lower is in the realm of work-life balance. 
The top 25 Indian firms score an average of 16.5 per 














Robert Levering is 
co-founder of the Great 
Place to Work Institute 


cent lower than the US top 25 on questions about 
whether they feel the company encourages them to 
balance their work lives and personal lives or to take 
time off from work. This issue has been a major concern 
among American companies for the past 15-20 years, 
and most have instituted numerous programmes and 
policies for flexitime, for instance. 

A third area where each country can learn from the 
other is that of promoting a sense of employee 
camaraderie. We can observe that there are both 
similarities and some striking differences, perhaps 
cultural in origin, in this area. In both countries, 
companies celebrate theme 'days' (where employees 


| dress up or celebrate anything from a Friday to national 


holidays), arrange contests across departments, foster 
activity or hobby groups for employees and take up 
collections for other employees facing 
personal crises. 'Fun committees' are 
common at US companies. At Iteris 
(formerly Odetics), a company that 
makes equipment for the security and 
transportation industries, the Fun 
Committee is charged with thinking up 
offbeat activities for employees. One 
Halloween, for example, three 
employees were invited to dress up as 
pumpkins, joined in a dance with the 
company’s officers (also dressed as 
pumpkins) and then were told that 
they had been promoted to officers in 
the company and had just participated 
in their induction ceremony. 

Most of the activities promoting 
camaraderie at the US companies take place during the 
workday and without family involvement. One 
exception to this is a common practice called 'Bring 
Your Child to Work Day’, where employees bring their 
children along with them to the office. 

Practices at the Indian companies seem to be more 
diverse. Some of the companies, such as Cadbury and 
CSC, practise regular sports tournaments, picnics and 
weekend activities. Many of these activities involve 


| children or families and take place after work or on the 


weekend. In addition, some Indian companies feature 


| cultural celebrations, with employees singing, dancing 


and acting. These kinds of activities are much more 
uncommon at US firms. 

As we have seen, India's best workplaces do 
compare well with their American counterparts overall, 
but have some specific areas where improvements can 
be made. We would think that within the next decade 


that gap will become much narrower. " 
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cent more employees tend to feel that 
(W9 their management delivers on 
MUS promises. Of course, this is a tough 
task because the more leaders do, the 
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many firms, senior managers routinely 


level with a group of randomly selected employees. These 
meetings help in overcoming the shortcomings of large group 
interactions, as people can talk on a more personal basis and 
in greater detail. 

Managers in great workplaces encourage employee par- 
ticipation. Classic Stripes, a no-union company, has a 'Rela- 
tionship Committee' which meets the management each 
month, discusses the issues, and tries to create win-win situa- 
tions all the time between employees and the organisation. 


Aviva has introduced an ‘Ideas 4 Aviva’ scheme, for its employ- | 


ees to give suggestions and ideas on how to work smarter and 


How we did it 


OR this survey, Growth Talent Company con- 
ducted a nine-month long research spanning 179 
companies. In the end, 130 firms which com- 
pleted all aspects of the survey were considered 
for the rankings. The study employed a unique 
employee-centric methodology to measure the levels of 
‘trust, ‘pride’ and ‘camaraderie’ in the organisation. A to- 
tal of 17,850 employees were surveyed, more than half of 
whom also gave additional written comments. 

Workplaces were ranked on a point scale based ona 
combination of quantitative and qualitative data. Two- 
third of the score came from the employee survey and 
the balance one-third came from the supplementary 
material submitted by the organisations. 

The employee survey comprised of 57 rating state- 
ments and one open-ended question. The manage- 
ment survey comprised of two parts: part one re- 
quested detailed information about company 
structure, ownership, demographics of the employees, 
and the types of benefits offered; part two consisted of 
open-ended questions on such issues as internal com- 
munications, distinctive workplace practices, forms of 
employee recognition and workplace governance. 

The Great Place to Work Trust Index, the question- 
naire used, is based on 22 years of research. The same 
questionnaire is used to identify Great Places to Work 
and Best Companies to Work for around the world in 22 
other countries, including the US and the UK. 

The survey was conducted for the second year run- 
ning in India by the Grow Talent Company Limited 
(www.growtalent.com), in partnership with the Great 
Place to Work Institute, Inc. (www. 
greatplacetowork.com) of the US and Businessworld. 

(For any queries on the methodology, mail us at 
editor@bworldmail.com) 
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better. Winning ideas are imple- 
mented, and feedback communi- 
cated to employees. 

This year's Great Places to 
Work have one big feather in 
their cap: their average credi- 
bility scores are highest in the 
world. They share one com- 
mon characteristic: senior 
leaders take active interest in 
people — they take feedback from 
them on a continuous basis, commu- 
nicate with them regularly, and are gen- 
uinely concerned about the development of people. For in- 
stance, it is not unusual for one to find the CEO of Godrej 
Consumer Products having lunch with employees everyday. 

Camaraderie continues to be the highest scoring dimen- 
sion in this year's survey, too, with 12 per cent more employees 
agreeing that people celebrate special events. Almost all em- 
ployees in Great Workplaces agree that theirs is a friendly place 
to work, with an overwhelming number saying that employ- 
ees are made to feel welcome when they join the company. 

At Eli Lilly, employees do not wait for big achievements to 
celebrate. They gather around often for a short celebrations. 

In some workplaces, employees are encouraged to take off 
on birthdays, and the birthday is celebrated at the office the 
next day. Festivals across all religions are celebrated with 
much fervour. Families are invited for these celebrations, giv- 
ing the employees a chance to be with their families and get to 
know their colleagues families at the same time. 

Akhand path to dandiya, kite flying to practical pranks... 
the ways to build camaraderie is limited only by one's imagi- 
nation. Firms have experimented with a range of practices. At 
Intel, a glimpse at their annual April Fool's Day publication 
shows why very little is sacred inside the firm. Each year, they 
publish a no-holds-barred version of Intel events, taking lib- 
eral swipes at cherished practices, corporate icons, and vari- 
ous faux pas, as seen by their employee editors, proving that 
Intel Inside’ is great fun. At Eli Lilly, employees give each other 
colourful smiley cards when they show teamwork/commit- 
ment/support or when they share a great idea. The person 
receiving the highest number of smileys at the end of the year 
is crowned the ‘Smiley King/Queen' and given gift vouchers. 

For companies, being a great place to work is a moving tar- 
get. At one level, the average scores based on employee 
perceptions for all dimensions have increased. But, perhaps, 
not unexpectedly, only 61 per cent of the employees plan to 
work for the top 25 until they retire. Times are changing and no 
matter what you do, you can never be sure that all your talent 
will be with you in the long term. If more firms really needed a 
stronger reason to become a Great Place to Work, this should 
be the clinching evidence to focus on it immediately. * 







Only 67 per 
cent feel that they 
are encouraged to 
balance their work and 
personal lives, suggest- 
ing this could become a 
differentiator for a 
Great Place to 
Work 



























Anil Sachdev is founder and CEO, Grow Talent Company Lim- 
ited. Prasenjit Bhattacharya, V-P, Grow Talent Company, also 
heads the Great Place to Work Institute, India. 
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Canon Color imageRUNNER’ series 


Color up your workspace. The new Canon Color 
imageRUNNER" series is the multifunctional top 
performer, with exceptional looks and stunning print 
copobilities. Print, scan or copy over your network and 
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lor, onologue ond digital cotegories (Dato for 2002). World» 


excluding Canada, South America 


at 1600 33 33 65 or visit wSny canon co in 














Infosys 
Technologies 
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India 

^9 Anand Group 


EUIS Cadbury India 


Business india india india Global Founded 


"eet 1 Ownersh Web address 
description staff sites sales in India — 













































Branch office 
com 
Logistics Mumbai 220 17 24,710 of FedEx, US fedex. 
Semiconductors B'ore 1015 1 9,834 —* of ti.com/india 
Power generation Noida 23,080 85 4,339 — ntpc.co.in 
IT — Noida 1,548 3 14,767 Subs. of csc.com 
: ; CSC, US 
IT services B'lore 1,045 1 29 Private mindtree.com 
Communication B'loe 1,529 4 38 Private sasken.com 
software 1 LP LM 
FMCG Mumbai 1,052 9 112 Publicly listed godrejcp.com 
Semiconductors B'lore 1,814 13 30,141 Private intel.com 
—— Gurgaon 914 2 202 Subs. of sapient.com 
consulting Sapient, US P 
, Subs. of 

Tech. development — B'lore 2,141 2 23,103 Honeywell, US honeywell.com 

Subs. of J&J es 
FMCG Mumbai 1,4319 8 41,862 Worldwide Jni-com/jnjindia.com 
Business process 9.160 Subs. of 
outsourcing Dei ' 9 95 Wipro wiprospectramind.com 








Semiconductors Noida 1,620 2 7,234 Private st.com 





Life insurance Gurgaon 673 23 Rs77cr JV with Dabur 


avivaindia.com 








India 
el a 2a EUM X6 Subsidiary |=) 
Tech. development ^ B'lore 1015 1 441 of apes y bangalore. philips. com 


FMCG Gurgaon 1,049 7 5,346 Publicly listed gsk.com 


IT services B'lore 391 2 10 Publicly listed psidata.com 








Life insurance Mumbai 1,419 35 Rs 463 cr Joint venture  birlasunlife.com 





decals & signages 


ware Systems 


Private classicstripes.com 


Publicly listed infosys.com 


Printing: Auto Mumbai 214 7 Rs 7icr 


IT services B'ore 23,377 411 1,091 


Pharmaceuticals Gurgaon 510 12 12,582 





Subs. of Eli lilly.com 
Lilly, US 


Publicly listed hssworid.com 





———— — — —— — — — — 


IT outsourcing in Gurgaon 2,292 8 83 
telecom & BPO 








Agricultural services Mumbai 354 17 4,936 


— —— — — —— ——— —— — — — — 


Auto ancillaries Delhi 5,300 9 275 


Publicly listed monsantoindia.com 


Publicly listed anandgroup.com 








"ihi Psi riii 


Subs. of CS‘  cadburyindia.com 








FMCG Mumbai 1,910 13 11,452 


Notes: Data from companies, valid as on date of submission. Sales figures from various sources, for latest fiscal. Conversion: $1 = Rs 43.65, as on 31 March 2004 
1: Figures in $ million; India figures in Rs crore. 2: Year of incorporation globally. 3: RPE = Royal Philips Electronics, Netherlands. 4: CS = Cadbury Schweppes, UK 
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LOOKS FORMAL. FEELS CASUAL. 


Coffee Medium Brown Lithium Grey Stone Classic Navy Coo! Grey Coal Black Oak Brown 


Manufactured and Marketed by í angotri Tex 


reelamedi 


nfo tibri 


641 004 
-29 7/ 6643, 2571253, 539 o TAUSER AE 
Available at all leading outlets in Tamil Nadu 


Maharashtra, Madhva Pradesh 








Purple-blooded: (phrase) Of and refer- 
ring to every employee of Federal Express. 
Typically racing against the clock, high 
on energy, faithful, loves to work hard 
and party harder. 


EDEX employees like to think 

they are some sort of royalty, not 

quite blue-blooded, but purple- 

blooded, taking after one of the 

signature colours of FedEx. Sit- 
ting across from a few bright-eyed em- 
ployees in FedEx’s Powai office, it’s hard 
to ignore the energy and sense of cama- 
raderie they exude. Some of them are 
FedEx's top performers — they have 
won global awards like the Five Star 
award, the highest in the FedEx uni- 
verse. They just can't stop gushing about 
the company even when you ask them 
about their own achievements. 

Take Sakin Merchant, who has just 
won the Five Star award and is off to 
Brussels to collect his prize. “It’s like an 
Oscar,” he beams. “Only 288 out of the 
165,000 employees globally have man- 
aged to bag this award since it was insti- 
tuted in 1981.” Then there is Suvendu 
Choudhury, business development 
manager (western India). He has just 
spent two years in the organisation and 
has already made it to the President's 
Club, the top 10 per cent of FedEx's 
worldwide sales employees who exceed 
revenue goals. His reward: a six-day trip 
to Hawaii with his wife. Choudhury is 
now among the Top 3 sales people in 
this region (Middle East, Indian subcon- 
tinent and Africa). "I can do my job well, 
because my heart and mind is com- 
pletely in it," he avers. But it's not the 
Hawaii trip that has made him so happy, 
it is the recognition by the manage- 
ment. "Everyone from the regional MD 
to the vice-president called up to con- 
gratulate me when I won the award." 

Jacques Creeten, managing director 
for the Indian subcontinent, asserts that 
every employee is encouraged (and su- 
pported) to leave behind a legacy. To 
him, four things matter in the work- 
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place, what he calls the four ‘Ls’: life, 


learning, love and leaving a legacy. Of 


these, it's leaving a legacy that Creeten 


believes really drives people to get out of 


their comfort zone and overachieve. 

To create the environment where 
employees yearn to leave behind a 
legacy, FedEx does different things. It 
starts at the interview stage: a potential 
candidate is assessed on behavioural 
and professional competencies. Quali- 
fications are important, but not every- 
thing. The most important thing is 
whether the candidate is enthused 
about the FedEx way of life. 

Then, employees are encouraged to 
enhance their skills. The company 
spends close to 1,523 man-hours each 
year on training and development. 
Every person spends 4-6 weeks in 
mandatory training. Then there's an- 
other non-mandatory 15 daysin a class- 
room. Then, every employee is entitled 
to an additional $2,500 annually as tu- 
ition refund. This has encouraged peo- 
ple to take short courses from Indian 
School of Business and Oxford, for in- 
stance, to add cross-functional skills. 
FedEx has also tied up with Skillsoft, an 
e-learning portal, to provide its employ- 
ees a choice of 800 short courses on à 
whole range of topics, from communi- 
cations to project management to 
strategic planning. All these courses are 


designed specifically for the company 


to fill all their vacancies from within. 
Globally, FedEx spends close to $155 
million on training each year. Creeten 
sees training as a cost saver and a rev- 
enue generator. He says: "It is far more 
economical to train, educate, and there- 
fore, retain my existing staff than hire 
someone new and spend on recruit- 
ment and training costs all over again. 
The largest chunk of hidden cost in a 
company is the turnover of employees." 
FedEx employees have the opportu- 
nity to rise through the ranks. Managers 
discuss career paths and interests with 
employees, after which they identify the 
right sort of training required. That 


done, the manager works with the in- 
house training department to identify 
the right opportunities for the employ 
ees. (See ‘Employeespeak’.) Creeten 
started out on the floor sorting out pack- 
ages nearly 18 years ago while still a stu- 
dent. Creeten's immediate boss, Hamdi 
Osman, vice president, Middle East, In- 
dia and Africa, started out as a truck dri- 
ver. FedEx India’s current head of opera- 
tions, Samuel Thomas, started out as a 
ramp worker. As Creeten puts it: "We all 
know what it's like to be out in the cold in 
the weather and pick packages." 

That explains why any new vacancy 
is first advertised in-house and any em- 
ployee is free to apply. A manager would 
needa very good reason to hire anybody 
from outside the company when there 
is a vacancy. 

These initiatives 
encourage employees 
to give their best and 
strive to leave behind 
a legacy. Legacies, of 
course, vary. The ex- 
amples quoted earlier 
are one kind of legacy. 
Legacies also include 
suggesting process 
improvements. For 
example, in the last 
3-4 years, 60 employ- 
ees have suggested different process 
improvements, which have collectively 
saved the company $6 million annually. 

Measuring all this is a 360-degree 
appraisal system, taken very seriously. 
The employees have to rate their man- 
agers in Survey-Feedback-Action, a vol- 
untary survey. There are only two para- 
meters: satisfied or not satisfied. If any 
manager is rated unsatisfactory, then he 
is put on notice. The management and 
HR then constantly evaluate these man- 
agers over the next quarter, and they're 
expected to improve. If, however, they 
continue faring poorly on their ap- 
praisals over the next few quarters, they 
are asked to leave. That is one legacy 
that nobody wants to leave behind. 
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FedEx Corporation 


Global sales $23 billion 
Staff; 220 

Male/female 162/58 
[raining time per employer 


82 hours/year 


Ratings (on a scale of five 
Credibility ***** 
Respect *** * 1/2 
Fairness **** 1/2 
Pride *e*c e o * 
Camaraderie ®***® 1/2 
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Moulding talent for 


N CEO Bobby Mitras 

desk rests an unusual 

digital clock. Apart 

from showing the date 

and time, it has a 
counter that reads 'Number of 
days left’. It says 264. The figure 
is a reminder of the target he 
set for Team TI India, three 
months ago — that in 365 days, 
productivity will become 10 
times (10X). 

Texas Instruments (TI) 
spends 15-17 per cent of its rev- 
enue on R&D every year. And 
outside of Texas, Bangalore is 
the companys largest R&D 
centre. Every business unit of 
TI sends product development 
work to India. Meanwhile, the 
semiconductor industry has 
been going through challeng- 
ing times — product cycle 
times have come down drasti- 
cally and margins are wafer- 
thin. Says Gavin Reid, head of 
finance for the India centre: 
"We have to optimise R&D 
spends." Reid, in Bangalore on 
an expat assignment from TI 
Germany, is working towards 
aligning the India centre with global fi- 
nancial systems and processes. 

By any standards though, raising 
productivity by 10-fold is tough and 
can't happen unless employees under- 
stand the need. Mitra and his team 
spent hours talking to them about the 
initiative before rolling it out. Three 
months ago, he started ‘Ideas Day’, call- 
ing for ideas to improve efficiency. The 
engineers in the Bangalore centre re- 
sponded with great enthusiasm. And, 
since then, a high-level team has been 





going through each idea, several of 


which have already been implemented. 
"The efficiency drive is not a top-down 
initiative. The only way it can work is 
through a partnership — employees 
have a big role to play in it," says Sham 
Banerji, head, Software Center of Excel- 


workplace and beyond. 


lence. For 10X to work, it isnt enough if 


personal productivity improves. TI will 
have to learn to do things in a new way. 

But the complex semiconductor in- 
dustry doesn't make matters easy. Say, TI 
is working on a single wireless chip that 
will integrate the work of 2-3 chips. But 
as work gets more complex, it cannot 
keep increasing its resources. Every de- 
partment in TI must learn to do more 
with less resources. One way in which 
the company has cracked this problem 
is to create a team of all-rounders. Mitra 
uses the analogy of the Australian 
cricket team, where all 11 players can 
bowl, bat and field. In the semiconduc- 
tor world, this means that a front-level 
engineer understands back-end design, 
and a hardware designer understands 
software development. 
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India seeks to raise 
productivity by 10-fold 





A bold target. And a strategy that takes 
specialisation forward. Texas Instruments 
is simply inspired to innovate at the 





This is not easy — engineers spend 
years specialising in each domain and 
are reluctant to change fields. But TI is 
willing to back people who want to 
make the shift. It recently created a new 
group in the wireless domain and first 
advertised for the jobs internally. Sev- 
eral hardware designers applied for the 
jobs, which were essentially software. 
Even though these are advertised inter- 
nally, TI ensures that the selection pro- 
cess is fair. An employees boss does not 
know he is applving for a job until the 


person accepts the offer. Banerji himself 


is a hardware designer who took charge 
ofthe software group two years ago. 

In keeping with the all-rounder con- 
cept, Banerji's group has created soft- 
ware marines who move from project to 
project troubleshooting and lending 
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all systems 


their expertise. For example, Vidyasagar 
Ebenezer is a verification and validation 
expert who works with different prod- 
ucts within the software group. In the 
past, Ebenezer would have been appoi- 
nted to a single product group. The soft- 
ware marine concept is not new just for 
the Bangalore centre, but also for TI. Al- 
though it makes things complex — the 
marines do not belong to any one busi- 
ness group, and so there are issues 
about how to budget them — the com- 
pany is backing this initiative too. This 
year, the Bangalore centre has gone 
through several other big changes. To fa- 
cilitate greater coordination between 
groups, TI moved to a new, fully-owned 
facility some months ago. Mitra says it is 
a business necessity. 

Unlike R&D centres of many other 
MNCs, the TI centre in India is not just a 
supplier of chip components, and is do- 
ing complete product design. This re- 
quires talking to customers directly. So, 
apart from strong technical managers, 
TI needs a layer of middle and senior 
managers who understand the custo- 
mer environment. For this, it has hired 
hundreds of people in the last 12 mon- 
ths. To do so, the company didn't adver- 
tise in newspapers; about a third of the 
jobs were filled by employee referrals. A 
lot of people relocated from the US, 
showing how years of quality work had 
earned TI India a good name in the In- 
dian engineering community in the US. 

The TI India centre is seen as a place 
where engineers get to do meaningful 
work. Vidyasagar Ganesan, manager 
(physical design), who relocated to TI, 
Bangalore, this year after spending 12 
years in US, says: "I worked with Sun Mi- 
crosystems in the US. It has a very entre- 
preneurial culture, | liked the high adre- 
naline environment. My friends told me 
that I could expect the same energy in TI 
India, and I was tempted to move." 

Employees in Bangalore now have 
career opportunities that go beyond the 
Indian centre. For instance, Gokul Sub- 
ramaniam, manager (OMAP), looks 





into all software-related activities for 
OMAP from Bangalore. He moved from 


Nortel last year, and now leads a team of 


50 engineers, of which 35 are based in 
the US. "This has broken a lot of site- 
level barriers. It clearly shows that you 


can become a leader independent of 


where you are based," he says. 

In yet another initiative, TI India is 
now being asked to train engineers in 
China. Three engineers from Huawei 
are undergoing training here. HR man- 
ager Sanjay Bha recently moved to the 
US for a two-year assignment, becom- 
ing the first manager from the Asia- 
Pacific to move into a global HR role. 

TI demands a lot of work from its 
employees, and gives a lot of freedom 
and respect in return. For example, TI 
does not monitor attendance or leave. 
At the end of the year, 
employees just fill in 
how much leave they 
have taken. TI also 
sets tough targets and 
standards for its em- 
ployees. Even the ju- 
nior most engineer 
understands that if 
project deadlines are 
not met and product 
shipment gets de- 
layed, customers suf- 
fer huge losses. But when an employee 
leaves the company for genuine rea- 
sons, TI keeps its doors open. TI alumni 
stay in touch with the company, and it 
encourages rehiring. 

As work gets more demanding, TI is 
aware of the toll it takes on its employ- 
ees health and life. So a few months ago, 
TI rolled out an initiative called ‘Friday 
(? Five. No matter how heavy the work- 
load, Mitra and other business heads 
leave office at 5 p.m. sharp on Fridays. 
Last year, TI also introduced a coun- 
selling facility called Dosti, where 
trained counsellors offer free and confi- 
dential advice on any issue under the 
sun — from work-related stress to mari- 
tal discord. 
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TOP 25 


No.2 


Texas Instruments 








Global sales: $9,834 million 
Staff: 1,015 

Male/female: 919/96 
Training time per employee 


40 hours/year 





Ratings (on a scale of five) 
Credibility **** 1/2 
Respect *» ox * 
Fairness **&*&* 1/2 
Pride &* kk ke 
Camaraderie *** * 1/2 





R Sushma Vikirna, the assistant 
chief medical officer of Na- 
tional Thermal Power Corpora- 
tion (NTPC), loves talking 
about the work her team does. 
India's largest power generation com- 
pany runs 17 hospitals, each having 
anywhere between 15-120 beds. It em- 
ploys 280-300 doctors, who organise 
preventive checkups for employees and 
meet their healthcare needs. 

All PSUs pamper their employees. 
What makes NTPC stand apart is its 
ability to balance concern for its em- 
ployees with a high-performance work 
culture. Somehow, all NTPC employees 
have a project manager's obsession with 
deliverables and deadlines. 

To understand how this culture be- 
gan in an otherwise moribund sector, 
you will have to go all the way back to 
1975, the year NTPC was set up. 
Back then, remembers its first 
chairman, D.V. Kapur, the work 
culture in the power sector was 
one of the worst. 

Kapur himself was an out- 
sider in the sector. Before tak- 
ing on the assignment to set up 
NTPC, he had headed the con- 
struction and commissioning 
of a large Bharat Heavy Electri- 
cals plant. After taking charge, 
he looked for people with pro- 
ject management experience, 
not ones from the power sec- 
tor. This was to ensure that the 
young company didnt get in- 
fected by the dismal culture 
that had swamped the sector. “I 
looked for innovators, people 
who could accept a challenge, 
and then find ways and means 
of meeting it," he says. NTPC 
was built around this core of 
20-30 people. 

The culture that developed 
around them was one of execu- 
tion. Deadlines were sacro- 
sanct. All projects were moni- 
tored, not only in terms of final 





deadlines but thousands of intermedi- 
ate milestones. Tabs were kept on any 
misses. If this sounds ordinary, remem- 
ber that we are talking about a PSU, 
about 30 years back. Over the years, this 
culture slowly spread beyond the pro- 
ject managers to cover the entire organ- 
isation. Comments Kapur: "Once you 
have such a culture, it fixes targets on 
everything — be it safety or manpower 
utilisation. It begins running the com- 
pany" Back in 1978, while walking 
through his HR department, he remem- 
bers seeing a group of HR managers set- 
ting deadlines for every task. 


Even today, that is how the company | 


works. Every vear, says chairman and 
managing director, C.P Jain, the general 
managers for each of the NTPC power 
plants come to the head office to discuss 
their targets. To set these, all NTPC 
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plants are benchmarked internally 
(with the best-performing NTPC plants) 
and externally (with better-performing 
plants in India and elsewhere). Based on 
that, the targets are clearly spelt out. 
These are physical (the amount of oil to 
be used, manpower utilisation, stock 
levels) and financial (productivity, up- 
time, ROCE). Then, these targets ripple 
down through the entire organisation, 
translating into individual targets. 

Over the years, NTPC has become 
extremely protective of this culture. It 
has done its utmost to ensure its perfor- 
mance ethic doesn't get vitiated. For 
one, there is hardly any lateral hiring. 
Nearly all the recruitment is done at the 
entry level. The company hires 22-23- 
year olds as engineer trainees, and then 
instructs them in its culture. Yet, Jain 
doesn't think this makes the company 


Most PSUs take care of their employees. So 
how does NTPC balance its concern for 
employees with a high-performance work 
ethic? 


NTPC engineers overhauled the 
210-MW Unit 4 at Dadri Coal Unit 
in a record 17 days, down from 19 
last year and 20 days in 2002 





DILEEP PRAKASH 


people 





insular. The benchmarking, he says, en- 
sures NTPC doesn't become inward 
looking. Then, employees are sent for 
training, sometimes for courses; at 
other times, on deputation to other 
companies. For instance, some engi- 
neers have been sent to state electricity 


boards, because the company is getting _ 


into distribution. This is being done be- 
cause the company is unwilling to staff 
the new business with outsiders unfa- 
miliar with the NTPC work ethic. Simi- 
larly, others are working with the Na- 
tional Hydroelectric Power Corp. 

Back in 1975, Kapur's team also re- 


jected seniority-linked promotions, | 
linking them to performance instead. | 
That is the pillar of the performance | 


ethic. In NTPC, says a manager, peer 
competition is very high. Years ago, 
while working on stage one at the power 
plant at Talcher-Kaniha, he was told to 
start working on its second stage. He be- 
gan reading up on its underlying theory. 
Then, one day, he realised that all his 
peers were reading up on stage two the- 
ory as well, even though they were still 
working on stage one. "In NTPC, if a 
peer is learning anything new, you will 
start doing that too," he notes. "Other- 
wise, there is a fear that they will get 
ahead and get that promotion." 

Another time, one of his team mem- 
bers rushed up to him with some excit- 
ing news. Another plant had managed 
to start up a warm boiler in just two- 
and-a-half hours, using four kilolitres of 
light diesel oil and 18 kilolitres of heavy 
fuel oil. They must try and do it in less! 

It is a mindset that, he thinks, devel- 
ops in the staff during its college and 
school days. The typical recruit is bright, 
definitely among the top 10-15 in his 
college. They are a competitive bunch. 
Says the manager: "The guys who do not 
get promoted see that as a punishment, 
and work even harder next year." 

In this company, people who miss 
three or more promotions almost be- 
come outcasts. Marginal performers are 
identified, and sent for remedial train- 


ing. Ifthat doesn't help, they are shunted 
to unimportant posts. In extreme cases, 
adds K.K. Sinha, head, HR, they are 
asked to take the company's voluntary 
retirement scheme. 

At the same time, employees know 
that since NTPC is growing, they can 
rise high by working hard. Savs Jain: 
"People don't settle down in a growing 
organisation. They do that only when 
there is stagnation. In this company, 
projects are always starting." 

There is another reason no one 
wants to leave NTPC. There aren't too 
many good jobs going around in power. 
This explains the low attrition of 0.17 
per cent. Even so, during the power 
boom in the mid-1990s, attrition rose to 
just 2.5 per cent. 

You can credit some of that to the 
moments of truth. A 
wide-eyed recruit talks 
about an employee 
who was in a coma for 
four months before 
passing away The 
medical bills came to 
Rs 1.5 crore. NTPC 
took care of it. Another 
talks about how it 
takes care of all hospi- 
talisation expenses for 
employees and their 
families. A third talks about how the 
company sets up townships (complete 
with schools and hospitals) before be- 
ginning work on a new plant. "It is im- 
portant that employees know they will 
be looked after," says Kapur. "That is the 
starting point for high performance." 

There is one question, though. Can 
this be sustained as competition heats 
up? Last year, NTPC spent Rs 102 crore 
on medical infrastructure, and recov- 
ered just Rs 2 crore of that. Of course, 
says Jain, NTPC's competitive advan- 
tage lies in its ability to erect power 
plants faster and cheaper than others. If 
the Rs 100 crore helps him retain his hu- 
man capital which makes that possible, 
itis money well spent. | 


M 


DINESH KRISHNAN 


P. 
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National Thermal Power 
Corporation 


Global! sales: $4,339 million 


Staff: 23,080 


Male/female: 22,068/1,012 


Training time per employee 


56 hours/year 


Ratings (on a scale of five) 
Credibility scc yo * 
Respect *c*c** 1/2 
Fairness — c * 

Pride *** * 1/2 
Camaraderie *** * 
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SHISH Dixit, 35, has 
seen Computer Sci- 
ences Corporation 
(CSC) India grow from 
20 — to an over 2,000- 
people company in the last 
seven years. This was also the 
period during which the IT in- 
dustry saw unprecedented 
growth, survived the dotcom 
crash and the post 9/11 slow- 
down, and threw up compa- 
nies which became household 
names in India. Infosys, Wipro, 
Intel, Oracle, HP to name a few. 
Yet Dixit decided to stay put at 
this rather unknown 100 per 
cent subsidiary of the $15-bil- 
lion CSC. He joined as a pro- 
grammer at the Indore office 
and never looked outside for 
opportunities. 

His reasons for staying on 
are simple: people jump for 
better compensation, different 
things to do, more responsibili- 
ties and a motivating environ- 
ment. “I have had all these and 
more in over seven years at 
CSC. It would have been fool- 
ish to look for opportunities outside 
when my own company provided me 
with new challenges. I have always been 
growing with the company," says Dixit, 
now a senior project manager based at 
CSC's Noida office. 

Dixit has seen the bricks being laid at 
CSC, the Indore and Noida offices get- 
ting networked and has also been in- 
volved in recruiting fellow techies at 
CSC. "That's the kind of responsibility a 
programmer in any other firm is un- 
likely to get unless he is at the top. Also, 
rewards in terms of recognition certifi- 
cates or promotions are fast," he says. 

Dixit is not the only one who sees the 
'do more, take more' concept as the 
magnet that makes them stick to CSC. 
On an average, a CSC employee can ex- 
pect to take more or get a promotion 
every two years. The very exceptional 
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performers, about 15 per cent of the 
workforce, can expect a promotion in 18 
months while the rest can hope to move 
up after toiling for at least three years. 

On the second floor of the CSC office 
at Noida, Arun K. Maheshwari, presi- 
dent, managing director and CEO, 
points to the relatively low 12.5 per cent 
attrition (the industry average is 20 per 
cent) as the fruits of the kind of environ- 
ment the company has created for its 
people. "It's a big challenge to hang on to 
the very ambitious people in an indus- 
try growing at over 30 per cent a year. 
Getting a high rating from our employ- 
ees is tougher than getting it from our 
customers. That's because employee ex- 
pectations are high." 

To meet those expectations, Ma- 
heshwari is constantly pushing clients 
to give more work — read high-value 
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Better compensation, more responsiblities 
and a motivating environment make CSC a 
great place to work. But it's the little 
gestures that count. 


work. Traditionally, low-level code writ- 
ing work has been shifted to India. Now 
CSC has people working on system de- 
sign and architecture too. 

Take, for instance, work for a life in- 
surance firm sent from the US. When it 
started two years back, six CSC employ- 
ees worked on the basic code-writing 
task. Today, there are 60 members on 
the project team and CSC India has 
taken over 80 per cent of the work re- 
lated to the life insurance enterprise sys- 
tem. The software comprises five mil- 
lion lines of code and the entire coding, 
testing, business analysis, system archi- 
tecture and design is done in India. 

Each time the CSC India employees 
delivered, the senior management went 
back to the client asking for more. CSC 
India expects the balance 20 per cent of 
the work to come to the Indian team in 





bouquets 


the next two years. That involves inter- 
acting with the software users and relay- 
ing their feedback to the team here. 

Says Maheshwari: "We work with 
very bright people. Money and career 
are good in the industry, but after two- 
three years they want to do something 
more challenging. We follow a foot-in- 
the-door approach and, thereafter, 
move up the value chain by delivering to 
customer specs and getting more work." 

That would keep the geeks happy. 
But it's not a place that only a techie 
would love. Ask Raghavan Ramachan- 
dran, 50, fondly called Sir Rama, who 
has been with CSC since 1996. His task 
as manager (administration) is to over- 
see building maintenance. But it's the 
additional responsibilites that thrill 
him. For instance, he is sometimes 
asked to screen applications of mid- 
level engineers or do project tracking. 

It's not just the seasoned veterans 
who swear by the CSC culture. Sayan 
Mukherjee, 27, a deputy manager who 
has worked at HCL Technologies, Ernst 
& Young, Reebok and Xansa before join- 
ing CSC, is touched by the way little 
things are recognised. "That counts," he 
says. He recalls how when he had just 
joined CSC, he circulated a story on the 
intranet. It went like this: at the height of 
the space competition the Americans 
were busy developing an ink-pen that 
could work in zero gravity conditions. 
They spent over $2 million in develop- 
ing one. The Russians took a pencil in- 
stead. He immediately got an apprecia- 
tion letter from Maheshwari for the 
story on lateral thinking. 

On the first day Mukherjee joined, 
he found his nameplate put up on his 
cubicle and there was a bouquet to greet 
him. "My parents had never heard of 
CSC and regretted that I left the better- 
known HCL Technologies to join the un- 
known CSC. When I came home with 
the bouquet they said it's the best deci- 
sion I made,” he says. 

Personal touch and challenging 
tasks do make a difference. Add to that 






TOP 25 


No.4 


Computer Sciences 
Corporation 






Global sales: $14,767 million 
Staff: 1,548 (as on 31 March 2004) 
Male/female: 1,358/190 
lraining time per employee 


90 hours/year 





an opportunity to go on overseas pro- 
jects. At any given time, about 15 per 
cent of the workforce is onsite. CSC also 
encourages its staff to upgrade skills. It 
funds any course that an employee 
might want to take to the extent of two 
months’ wages (one month for junior 
employees). For instance, Dixit is doing 
an MBA from IIM-Khozikode, via a 
satellite-learning module. The course is 
partly funded by CSC and Dixit has paid 
leave to take exams. 

Says Pramod Sadarjoshi, director 
and head (HR): “A typical CSC employee 
is high on intellect, a team player, good 
at basic communication, respects indi- 
viduals and has a clean image. It's a great 
place to work for the freedom offered 
and the democracy at work." 

CSC has a participative manage- 
ment concept, with 
employees joining in 
decision-making. 
There are four such 
committees for em- 
ployee advisory, recre- 
ation, food and social 
sciences. There is an 
election every six 
months to anoint the 
3-6 members of each 
committee. 

The committees' 
role ranges from highlighting employee 
problems to contributing to the society. 
For instance, the social sciences com- 
mittee has been active in helping vil- 
lages around Indore obtain clean drink- 
ing water, reconstructing a shed for old 
people at Sagarpaisa village near Indore, 
and setting up health camps. 

For those who decide to leave, Sam- 
park, an online newsletter, acts as the 
alumni bond. Started in September last 
year, it is also an informal ground where 
former employees who wish to rejoin 
the company can initiate the process 
with their department heads. About 11 
employees are back in the CSC fold 
through this medium. The CSC magnet 
is clearly too strong to resist. 





Ratings (on a scale of five) 
Credibility ** ** 
Respect ***x* 1/2 
Fairness ®*** 1/2 

Pride *** * 1/2 
Camaraderie ** *® * 













BUSINESSWORLD 6 DECEMBER 2004 


ers set the 








S a highly evolved organisation a 
result of organic growth, or can it be 
created by design and deliberate 


intent? Subroto Bagchi, co-founder | 


and COO, MindTree, does not be- 
lieve that an organisation moves up the 
value chain over time. According to him, 
Mind Tree was born at the top of the 
value chain. “MindTree is a third gener- 


ation IT service firm. It was born in the | 


post-Internet, post-millennium time, 
so we had to compress time and space 
while creating the company," he says. 
Every aspect of the company — be its 
position, logo, image or HR policies — is 
carefully designed and flows back from 
that philosophy. 

The company' diversity did not 


happen by chance. Take the founding | 
team, which came from three different | 


organisations: Lucent, Wipro and CTP. 
While diversity was a chosen 
intent, the founding members 
were aware that in a start-up, 
diversity, if not managed well, 
could prove to be destructive. 
So, they created a value system 
that would bind the company 
together. A strong culture 
would also ensure that as the 
company scaled up, it would 
not lose its identity. Two years 
ago, when MindTree was 450- 
people strong, the creation of 
the value system began. Each 
employee was polled to under- 
stand what kind of values the 
company should stand for. 
"Ashok Soota [chairman and 
managing director] believes 
that up to the first 500 employ- 
ees, each one is a company 
founder," says Bagchi. 

Later, the core MindTree 
values came to be identified as 
CLASS (caring, learning, ach- 
ieving, sharing and social con- 
science). But how does the 
value system become a part of 
life? MindTree decided that 
CLASS would be tied to an em- 


Photographe NAMAS BHOJANI 


ployees' performance appraisal. "Soota 
downwards, every employee is evalu- 
ated on 100 points. While 60 of those 
come from his job objectives, 40 points 
are given to how an employee is faring 
with respect to CLASS," says Bagchi. 
Employees fill a self-appraisal form and 
demonstrate through anecdotes and 
personal experiences how they have 
acted on some of the values. A superior 
vets the claims and adds his inputs on it. 
Till last year, Bagchi says he went 
through each of the 1,000 appraisal 
forms. Soota himself personally intro- 
duces each new recruit to CLASS and 
explains some of the values using the 
personal anecdotes culled from the ap- 
praisal forms. 

The three top reasons why employ- 
ees choose to join MindTree are access, 
attention and agility. "Anyone can walk 
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up to Bagchi and Soota anytime and 
talk about anything," says Kamal Kanth 


T., senior executive (business develop- 


ment). Employees say that despite the 
organisation having swelled, access to 
top management hadnt changed. 
"Even as the business is growing, 5oota 
and Bagchi are not jet-setting about the 
place. They are present here a lot," says 
R. Krishnan, principal consultant. Ac- 
cording to him, they are able to do it be- 
cause they delegate responsibilities to 
other managers. 

Several junior employees say that 
one ofthe things they find most endear- 
ing about MindTree is that the company 
entrusts them with a lot of responsibil- 
ity. Says Krishnan: "If we have a cus- 
tomer call, the show is completely man- 
aged by the team handling the account. 
Subroto or Soota step in only to make 


MindTree, a relatively young company, has 
built its strong office culture from scratch. 
It has even been known to send flowers to 
job applicants. 


The Three As: MindTree’s 
staff appreciates the 
access, attention and 
agility of the company 





example 


corporate presentations, and do not | 





hog the limelight.” 

Making mistakes is accepted as part 
of growing up and learning, as Kamal 
illustrates; “In a sales call, I inadvertently 
contradicted my manager in front of the 
client. I was really scared after that, but 
my manager put me at ease by saying 
that we should both treat the incident as 
a learning opportunity and figure out 
our selling style.” 

But even though delegation is a way 
of life at MindTree, the founders keep a 
close eye on what is happening. Before 
any client meeting, Bagchi goes through 
a preparation drill for every item, in- 


cluding minute things like how much 
| and share the best practices. 
A value system has to withstand the | 


spice is going to be added in each dish. 


test of time. For MindTree, only two- 
years old then, the dark hour came 
when the twin-towers collapsed in New 
York. MindTree was hit hard by the slow- 
down, and the management had to take 
the painful decision of cutting back on 
salaries. The top management took a 
pay cut of 25 per cent while other em- 
ployees took a 10 per cent cut. When 
things still did not improve, the com- 
pany decided that its bottom perform- 
ers would be let go. To MindTrees sur- 


prise, employees came forward saying | 


that they would take an additional 2 per 
cent cut in pay, and the management 
should not let anyone go. While team 
salaries were restored last year, top 
management salaries went back up 
only a few months ago. 

Caring does not stop at the work- 
place, it extends to small spontaneous 
gestures. Like when Riyaz Nawab, asso- 
ciate consultant, lost his father while on 
a client's site. Even before he could 


come back to Bangalore, some people | 


in his team had booked tickets on three 
airlines for him to reach his hometown. 
But why do values like caring and 
sharing make business sense? The man- 
agement admits that it devotes a dispro- 
portionate amount of time to culture. 
"In a service-centric organisation, cul- 


ture is a tangible differentiator," says 
Bagchi. Even purely from the company 
perspective, having a distinct culture 
"helps us keep our attrition rates lower 
than competition, otherwise, all I1 
companies offer the same things today", 
says Puneet Jetli, GM (people function) 
Being in a knowledge economy, if 
employees start hoarding knowledge, 
an organisation can really suffer. Since 
sharing is a core value at MindTree, 
knowledge-sharing becomes top prior- 
ity. There are about two dozen commu- 
nities like the Bluetooth community, or 
the business analyst community, where 
like-minded professionals get together 
regularly to discuss common problems 


The intranet provides not only infor- 
mation, but also a collegiate environ- 
ment for people work- 
ing across different 
sites to get to know 
each other better. The 
intranet doesn't serve 
the purpose of just 
knowledge-sharing. At 
MindTree, it also acts 
as an instant tool for 
rewarding and recog- 
nising achievements. 
"If I get a reward for 
something, everyone 
from the reception to Subroto comes to 
know of it instantaneously,” says 
Raghavendra Venkata Krishnan, senioi 
executive (business development). 

For some, such gestures of sharing, 
praise and respect make a big impact. 
"I came for an interview here in 2000. 
At that time Mindtree had about a 
hundred employees," says Krishnan 
Kadalayil, a senior consultant. “I hadn't 
made up my mind about the company, 
and had a few other offers. Soon after 
the interview, the company sent me a 
bouquet of flowers, thanking me for at- 
tending the interview. For me, that was 
the clincher — after all, how many com- 
panies would do that, just for attending 
an interview?" Touché. 
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Global sales: $29 million 
Staff: 1,045 
Male/female 885/160 


I raining time per employee 


75 hours/year 


Ratings (on a scale of five) 
Credibility **** 1/2 
Respect ** ** 

Fairness *«»*»** 

Pride ***®*® 
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Trust and transparency 






These are the two Ts at the heart of Sasken culture. Every employee 


is trusted and the management is transparent. By P. Hari 


EKHA  Hatkanagalekar left 
Sasken Communication Tech- 
nologies in 2002. A mathemati- 
cian by training, she was head- 
ing ERP practices at Sasken at 
that time. She had grown wary of engi- 
neering, but was not clear what to do 
next. After a year's break, she joined 
Srishti Softwares human resources (HR) 
division. But Sasken gave Rekha the op- 
portunity to come back in March this 
year as the HR head. "This is the com- 
pany I want to retire from,” says Rekha. 
Employees like Rekha are becoming 
common at Sasken, which encourages 





its employees to come back into its | 


folds, It may not be a rare practice in 
Bangalore, but Sasken employees use it 
often, when they leave for other jobs or 


for study. If it is for study, Sasken even | 
pays 50 per cent of the salary for one | 
year (if the person leaves to do an | 








M.Tech), and then encourages him to | 


do hís project in the company itself. | 


Says Hari Iyer, head (People and Devel- 
opment Services): "If they leave within 
one year, they have to pay back the 
salary they got during their study, but no 
one has left so far." 

It was easy for Sasken to decide on 
the guiding principles of its HR policy. It 
is even easier for us to describe them be- 
cause they have at heart only two words: 


trust and transparency. Sasken trusts its 
employees. And its management is 
transparent in all the decisions it takes, 
at least as much as business allows it to 
do. A combination of these has made 
Sasken a great employer and its office a 
Great Place to Work. 

To begin with, Sasken trusts its em- 
ployees with marking their presence. To 
be precise, there is a system of marking 
only the employee's absence, when he 
or she takes leave. No signing of regis- 


| ters, no swiping of cards. It is not a 


unique practice anymore in Bangalore, 
but for an Indian company, it is an extra- 
ordinary decision. Sasken has now 
taken this principle further. There is no 
limit on sick leaves. "Nobody can pre- 
dict when and for how long somebody 
will fall sick," says G.Venkatesh, chief 
strategy officer. 

Sasken had laid down its core values 
whenit was founded in 1989. Apart from 


the two Ts, Sasken also decided to do | 


| away with perks for everybody. This 


meant that everybody had the same 
rules. There is no perk that CEO Rajiv 
Mody enjoys that a junior employee 
does not. Nobody gets a car or a mobile 


phone now. Mody also sits in a cubicle | 
| alllevels, not just for coming and going. 


that is similar to that of everybody else. 
Everybody stays in similar hotels when 
they travel, and everybody flies econ- 


At Sasken there's freedom to come and fo, 
freedom from fear, and freedom to innovate 
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Global sales: $38 million 
Staff: 1,529 (as on 31 March 2004) 
Male/female: 1,388/241 
Training hours per employee: 


110 hours/year 


Ratings (on a scale of five) 
Credibility ** * * 
Respect **** 

Fairness *»** 

Pride **»**1/2 
Camaraderie x x xx 


omy class. In fact, whenever Mody trav- 
els by business class, he pays from his 
own money. 

There is another word that Sasken 
employees hear and say often: freedom. 
This operates at several levels; from the 
freedom to come and go whenever they 
like to the freedom to think and inno- 
vate. It also means freedom from fear, 
which comes from absolute trans- 
parency. 

The policies of the company are ac- 
cessible to everybody, and employees 
are free to work in their own style. Says 
Mody: "There is absolutely no monitor- 
ing of anybody." Lack of monitoring is at 


The words ‘trust’ and ‘transparency’ 
are easy to describe, not so easy to com- 
prehend, and very difficult to practise. It 
may be one matter to practise these 
virtues when things are going well, but 
quite another to follow them when the 
times are difficult. 

Sasken stuck to its values when it 
was making losses too. In September 
2001, when it was under pressure to re- 
duce costs, Sasken did not resort to lay- 
offs. It asked every employee to take a 20 
per cent salary cut. And it let the outside 
world know about it too, by issuing a 
press release. 

This simple measure symbolised 
everything the company stood for. At 
one level it was transparency at work, 
and at another level it was one more 
method of removing fear. a 
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Building leaders 


GCPL has put in place a new talent management system to identify 


and develop leadership qualities. By Ranju Sarkar 


n i " 
GCPL promises to produce more 
leatlers to] up to withthe néw * 
** talent system 


AUGATA Saha, executive assis- 
tant to Godrej Consumer Prod- 
ucts (GCPL) chairman Adi Go- 
drej, joined the company in 
1998 as a management trainee. 
After two years as assistant sales man- 
ager, he became project manager for 
GCPL5 e-commerce gambit. And two 
years later, he was hand-picked for his 





current job. This required various skills | 
— knowledge of sales systems, project | 


management and IT skills. “Job rotation 
allows me to build my skills, and ex- 
poses me to different environments, 
settings and functions," Saha says. 

But it's not just about job rotation. 
GCPL has created a talent management 
system that helps it to build leaders, look 





at succession planning, and provide a 
clear career path to employees. "We felt 
we needed a far more systematic process 
which is integrated with processes like 
the performance management system 
(PMS), trainingand development,” says 

Sumit Mitra, deputy general manager 
(HR). The company thinks this is the 
next best HR practice after strengthen- 
ing PMS and training. “You need leaders 
to drive change and take people along. 
In turn, they can coach more people. It 
becomes a force multiplier. You must 


have people who can take new respon- 


sibilities,” says Saha. 

The talent hunt is a detailed assess- 
ment process. Good performers are 
rated on leadership potential by superi- 








Godrej Consumer 
Products 





Global sales: $112 million 
Staff: 1,052 

Male/female: Not available 
Training time per employee: 


46 hours/year 










Ratings (on a scale of five) 
Credibility x 1/2 
Respect ***&* 

Fairness »**** 1/2 
Camaraderie ** * 

Pride **** 








ors and an independent assessor. The 
short-listed people get a career choice 
between general management and do- 
main expertise, The HR inputs to both 
vary. For instance, a person who 
chooses general management will have 
to rotate in functions, whereas someone 
who chooses to remain in a function, 
like R&D, gets exposed to cutting-edge 
practices in it. People receive training in 
foreign universities, and their develop- 
mental needs are addressed by coaches. 
Based on the talent system's succes- 
sion plan, GCPL develops a successor or 
a plan for lateral recruitment. For exam- 
ple, if it is a critical position and there's 
no internal successor, it brings an out- 
sider, The talent management system is 
also linked to GCPLs compensation sys- 
tem — outstanding performers get big- 
ger salary increases. The real benefits 
will start accruing in 2-3 years. L 
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A global value system — & No.8 


intel Technologies 


Intel unites its employees worldwide with a set of seven core values. india 
Little wonder the chips here are never down. By Mitu Jayashankar 








Global sales: $30,141 million 
Staff: 1,814 


OW will an Intel engineerin In- | he charts his career. The employee and 
dia get along with his colleague | his manager talk about the former's 





seated in Santa Clara? This is | goal, and Intel invests on the training Male/female ratio: 1,530/284 
the biggest challenge facingthe | the employee requires. The managers, Training time per employee: 
global chipmaker, which has | who are important in this chain, are as- 80 hours/year 

thousands of engineers working on | sessed on team organisation and health. 

products simultaneously across the Shahnazad Zaid joined Intel four Ratings (on a scale of five) 


Credibility ** ** 
Respect **** 
Fairness *** 1/2 
Pride *c*** 1/2 
Camaraderie »*** 


world. The answer lies in developinga | years ago as a temporary employee in a 
similar orientation and mindset across | general administration role. Her ap- 
its centres, which is why Intel treatsthe | pointment was confirmed soon. In her 
culture issue with extreme caution. development plan, she said she wanted 

Every Intel recruit undergoes an in- | atraining managers role. So, she did a 
tensive culture integration programme. | programme in personnel management 
The learning, for Intel, is not just in | and industrial relations, attending clas- 
classrooms. Employees are measured | sesafter work, and Intel picked up the | managers in India and the US rotated 
regularly on how they are doing onse- | tab. Zaid is now a training coordinator | timings every few months so that no 
ven Intel core values. Managers and | for the mobile platform group, one of | single group would have to take late 
team leaders get training on howtolead | Intel's largest business units in India. | eveningcalls throughout the year. 
by example and uphold the values. CEO | "The most wonderful thing was that my Employees also have their own 
Ketan Sampat cites innovation, an Intel | manager would encourage me to take | mentor, who could be based anywhere 
core value. "The only way we can inno- | timeoffduringworkinghours, andgoto | inthe world. “At Intel, a managers main 
vate is by encouraging employees to | theconference room to study," shesays. | jobisto take care of his employees ca- 
question the status quo," he says. One Intel also organises skip-level meet- | reer development," says Narendra 
way in which Intel does this is by coa- | ings, during which employees can talkto | Khandekar, component design engi- 
ching employees in ‘constructive con- | their managers' bosses. Oneofthesignif- | neer. Senior managers personally train 
frontation. Employees are trained to | icant issues addressed recently, through | employees. Sampat, for instance, tea- 
conduct business meetings and con- | such interactions, was managing cross- | ches strategy management to senior 
front issues without making it personal. | border teams for conference calls. Intel's | managers, a course which was taught to 

Building a great place to workisalso | Santa Clara office is thirteen-and-a-half | him by former CEO Andy Grove. 

a core value at Intel. It begins by treating | hours behind India time. Initially, Indian Intel's India centre is relatively new. It 
employees as individuals, and emphasi- | managers worked long hours, as they | was set up in 1998, and today has nearly 
ses personal growth. Each Intel emplo- | hadto attend the conference calls. Over | 2,000 people. The company facilitates 
yee has a development plan, on which | time, Intel devised a system whereby | transfer of knowledge from its older cen- 
tres. Several managers from India travel 
to the 25-year-old Israel centre, and vice 
versa. Eli Ramon, HR head (South Asia), 
moved from the Israel centre, where he 
had been working for 25 vears. But 
whichever part of the world they may be 
in, all Intel employees — right up to CEO 
Craig Barrett — sit in similar-sized cubi- 
cles. There are no glass doors or corner 
offices, except for meeting rooms. 

"If I met Craig Barrett in the hall to- 
morrow, I would walk up to him, and 
just say 'Hi Craig," says Ani Gnanalin- 
gam, release manager, Intel India Devel- 
opment Centre. Such camaraderie is the 


Intel's Individual Dosia Plan helped reason why many employees are people 








Shahnazad Zaid (L) customise her career who joined Intel straight after college 
and have stayed on. z 
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Sapient Corporation 
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^ Where creativity thrives 


Sapient has set up a standard of work which is uncommon in India, 


winning the interest of many a software engineer. By Shelley Singh 


ABU Thiagarajan, 30, was 
posted in the US with HCL 
Technologies when he felt the 
seven-year itch. He wanted 
something away from onsite 
client operations — to work more on the 
delivery side. A friend suggested Sapi- 
ent. The global business consulting and 
IT services firm was expanding in India. 
Thiagarajan was in no hurry. But 
when he began researching the option, 
he noticed how his friends at Sapient 
had many good things to say about its 
open culture and a work environment 
that encouraged creativity. In Novem- 
ber last year, Thiagarajan took the 
plunge. "It sounded like a sales pitch. 
But I gave in and haven't regretted it so 
far," hesays. Since then, Thiagarajan has 
observed how Sapient has institution- 
alised its people-orientation. "Everyone 
talks about people growth and career. 
But at Sapient, it is part of the culture." 
His initiation was with a coaching 
programme. The programme manager 
helped map out his career, and spelt out 
what he must deliver for the company. 
Soon, Thiagarajan got his first assign- 
ment for an overseas energy services 
company: to develop systems for man- 
agement of its core transactions. Sapi- 
ent monitored his performance closely 
until the successful completion of the 








A Sapient team in Gurgaon loosens up 
literally after a high-pressure meeting 


AN 





projectin September. He was then given 
a feedback, based on which his promo- 
tion came through a month later, 

While instant feedback can be un- 
nerving for newcomers, it works for one 
good reason: employees don't have to 
wait till the year-end to be told if they 
haven't performed. Thiagarajan realised 
that Sapient had another carrot to 
attract fine software engineers like him: 
a quality of work uncommon in India. 
Says Clayton Locke, vice-president and 
MD, Sapient India: “We do very high- 
value consulting tasks, unlike our com- 
petitors who are ready to take up any 
kind of work. Our customers do not give 
work just to save cost, but because we 
create business value for them.” 

To do this, Sapient made sure from 
the start that its Indian team was rigor- 
ously trained. In the late 1990s, it flewa 
40-member team from its US and UK 
offices to India to build the local team 
and its consulting capabilities. Since 
then, the local cadre has evolved. The 
expat team is down to 10, while almost 
half of Sapient's global workforce is lo- 
cated in India. The employees here work 
on 48-50 projects at any given time. 
Some of these are executed entirely by 
the India team from their Gurgaon and 
the new Bangalore facilities. 

Like in any other IT software firm, 
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working on these projects can be stress- 
ful. “By stretching people, the company 
sets us up for success,’ says Preneet 
Bindra Sinha, manager (people strategy 
organisation). In fact, employees be- 
lieve Sapient has found a way to ease the 
strain: by building a culture of caring 
and transparency. 

For instance, all members of the pro- 
ject team have access to the financials of 
the project. At the company level, a qua- 
rterly earnings report tells them how 
critical projects are, monetarily. At the 
project-team level, the project manager 
and account manager share the pur- 
pose of the project with the team — 
what it means to the client and how 
much the client is paying. Says Anurag 
Bhatnagar, programme manager: "It 
helps to understand clients better and 
arrive at more measurable business re- 
sults. The deliverables are very clear." 

Though teams are often stretched 
during project delivery, it is not all work 
and no play. Colleagues sometimes cook 
breakfast. Sapient also budgets about 
Rs 500 a month per person for picnic, 
bowling or dinner. Pulse, an online news 
capsule managed out of India, keeps the 
Sapient staff informed on what's hap- 
pening in the company. At a more local 
level, an email network called Chatt en- 
ables employees to share jokes, movie 
comments, and also opinions on a new 
company initiative. Locke, too, is part of 
this group, and saysit helps him to know 
the pulse of the company. e 
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TO OPEN DOORS. 


The Businessworld Mega B-School Guide. An introduction to the world of B-Schools in 2005. In association 


with Princeton Review, world leaders in test preparation, it includes information on Indian and international 


B-Schools. Let's just say, that as far as business school doors are concerned, this book works like a skeleton key. 
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Tips on GMAT and entrance tests of Indian B-Schools. 
Listings of Foreign and Indian B-Schools. 

Financing a foreign MBA. 

Dean interviews and fact sheets. 

Campus Reports and much more. 
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Honeywell doesn't pay like other IT companies. But then, it has 


© A great place to learn 


something that other companies cannot offer. By P. Hari 


HERE is one thing all prospec- 
tive Honeywell Technology Solu- 
tions Lab (HTSL) employees in 
Bangalore are told clearly while 
they are being interviewed: the 
company is not trying to match the best 
salaries in the industry. Honeywell is 
around 75th percentile on the salary 
scale for the industry. Yet, many engi- 
neers choose to work in Honeywell. 

HTSL, the engineering and technol- 
ogy centre of Honeywell in Bangalore, 
works on multidisciplinary areas like 
aerospace, automation, speciality ma- 
terials and so on. So the company can 
offer its 2,700 engineers a variety and 
depth that few Bangalore companies 
can match. 

Honeywell' strategy works; its attri- 
tion rate, at only 4.5 per cent, is far less 
than the industry average of around 10 
per cent for large companies. "We can- 
not play the salary game,” says Shrikant 
Lonikar, global director (HR and organi- 
sational development), "because there 
will always be someone who offers to 
pay more." Yet, Honeywell, as a great 
place to work, is not merely about offer- 
ing variety. It is a carefully planned pack- 
age that can act as a counter to attractive 
and ever-increasing salaries. 

There are companies that encour- 
age their employees to study by giving 


' 
vA ore 


them leave and other benefits. Honey- 
well offers even to pay the tuition fees, 
no matter how large. Kannan Rama- 
murthy, a computer science graduate 
working at Honeywell, wanted to ac- 
quire a post-graduate degree. He en- 
rolled for the distance education MSc 
programme at the Illinois Institute of 
Technology. He did most of the course 
from Bangalore while continuing to 
work at the company, and spent only 
thelastterm at Chicago. Honeywell paid 
75 per cent of the fees, which came to 
Rs 4.5 lakh. Kannan topped the univer- 
sity in the course. 

The opportunity to study is an op- 
portunity to grow. When employees go 
to the US to study, Honeywell also pro- 
vides them the chance to do their pro- 
jects within the company in the US. And 
itis not merely the longer courses that 
people take; a large number of them go 
for shorter training programmes. For 
Bobby Joseph, Honeywells three- 
month management development pro- 
gramme at the Indian Institute of Man- 
agement came in handy. Joseph had 
been working at HTSL since 1996, and 
he finds the multiple opportunities a 
great incentive, 

Young engineers also are attracted 
by learning opportunities. For Francis 
Saju, an engineer who has been at HTSL 
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Honeywell Technology 
Solutions Lab 


Global sales: $23,103 million 
Staff: 2,141 
Male/ female: 1,75 1/390 


Training time per employee: 


50 hours/year 


Ratings (on a scale of five) 
Credibility ** * 1/2 
Respect *** 1/2 
Fairness ** 1/2 

Pride *** 1/2 
Camaraderie k** ** 


for a year and a half, the opportunity 
came in the form of a one-year course in 
product design at the Ramiah School of 
Advanced Studies. 

Training often comes from within 
the company also. Honeywell employs 
well-known retired scientists from re- 
puted organisations like the Council of 
Scientific and Industrial Research and 
the Defence Research and Develop- 
ment Organisation. Says Krishna Mikki- 
lineni, managing director, HTSL: “These 
scientists are an inspiration to the 
young engineers who want to study." 

Honeywell is a flat organisation. 
There are only three levels from the 
trainee to the managing director. Mikki- 
lineni meets all the new employees dur- 
ing the induction, and he also signs all 
certificates given to the employees. Says 
Visalakshi Subramaniam, who joined 
HTSLa year and a half ago: "The manag- 
ing director talks individually to every 
newcomer." Subramaniam has found 
the recognition system, the work cul- 
ture, and the learning opportunities a 
big attraction. 

There are the softer attractions as 
well at HTSL. Spouses are invited for 
some functions inside the office. Wed- 
ding anniversaries are occasions for 
dining out at the company's expense. 
There are, of course, the usual stuff like 
food, recreation, community activities 
— where spouses also take part — and 
sports. As Saju says: "If you just work, the 
office becomes a boring place." is 
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Caring acts make employees stick 
(f) with J&J. By Neelima Mahajan 
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Small gestures $ Johnson & Johnson (J&J), as a super- 


USHOBHAN Dasgupta joined 
visor in 1992. In less than 12 years, he 
has risen five levels to the rank of vice- 
president, DePuy Franchise, J&J Medical. 
Dasgupta is not an exception. At J&J, 
most of the senior managers, including 
the top boss, have risen through the 
ranks. President and managing director 
Narendra Ambwani joined J&J right af- 
ter college — as a product manager in 
1975. Rajesh Dalal, head of consumer 
products, has been around for 24 years. 
In fact, attrition remains below 5 per 
cent, even at a time when the FMCG in- 
dustry is the favourite poaching ground 
for telecom and BPO firms. 

J&J hasasimple mantra for retaining 
talent: it tries, through a range of mean- 
ingful gestures, to be a company that 
cares for its employees. For one, it in- 
vests in its employees for the long term, 
constantly giving them the opportunity 


to upgrade their skills. This is done | 


through short programmes at institutes 
like the IIMs and XLRI. Also, if an em- 
ployee decides to go in for a course like 
an MBA, the company has a provision 
for reimbursing a part of the tuition fee 


TOP 25 


at the beginning of the course, and the 
rest at the end of it. In a way, this ensures 
that the employee takes the course seri- 
ously and finishes it. 

Even small gestures go a long way in 
building loyalty. Take the sales force, 
which has to travel a lot. A couple of 
years ago a sales executive expressed 
worries about how his family would 
cope if one member had to be hospi- 
talised while he was away. The HR team 
swung into action promptly and intro- 
duced a cashless hospital admission 
scheme for both employees as well as 
their families. Recently, J&J introduced a 
week-long workshop on defensive dri- 
ving — as it realised its sales force was al- 
ways on the move. The workshop was so 
successful that ever since, not a single 
working day has been lost due to injury. 

J&J is constantly trying to make life 
easier for its employees — be it the 
crèche it runs or the Les Concierges ser- 
vice that enables employees to out- 
source chores like paying bills, booking 
tickets and buying vegetables. Apart 
from ensuring employees that don't get 
distracted from work, it also helps keep 
head-hunters at bay. a 





Listening to the young ones 


WSM bows to the choices of its young workers. By M. Rajshekhar 


AM having a good time working 

here,” says Ruchika, a 20-something 

fashion designing student who 
joined Wipro Spectramind (WSM). For 
WSM, which has a very young work- 
force, it is imperative that its employees 
keep having fun — if that is what it takes 
to keep them from leaving. 

Asitadds more and more employees 
(it hired 2,700 fresh recruits last year, 
swelling its staff strength to 9,160) and 
opens centres in more cities, the chal- 
lenge before WSM is: how does it ensure 
that its performance standards don't 
suffer? 

The average WSM employee is 21-25 
years old. Half the workforce at WSM is 
working for the first time. As a result, 
most of them see office as an extension 
of college, and are not averse to occa- 
sionally bunking work. As it were, the 
job itself, while well paying, makes them 
work nights, is repetitive, even stressful. 

WSM is constantly trying to find so- 


lutions. Wherever possible, it fills 
new vacancies internally. Familiar with 
the WSM practices, these employees 
seed the culture in new outposts and 
minds. It uses appraisals to drive its cul- 
ture. Employee bonuses are determined 
by productivity, increments by adher- 
ence to company values. 

More important, WSM is listening to 
the kids. This helps bridge the genera- 
tion gap between the top management 
and the frontline. WSM's young staff 
doesn't behave like regulars in regular 
industries. They get easily disheartened 
if criticised. So managers praise them, 
gently pointing out the implications for 
the firm, for the client, if they come 
late. Then the youngsters are hardly in- 
terested in superannuation benefits. Or, 
in an office canteen — that limits op- 
tions. Eventually, WSM gave everyone 
meal allowances and installed mi- 
crowaves and cutlery. 

More than anything else, WSM has 
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realised that it is all about fun. As HR 
head Raja Varadarajan says: “We have to 
give the kids a reason for coming to 
work.” The company runs contests, lots 
of them — ‘best decorated’ cubicles, or 
around movies, music, collage-making. 
At other times, there are impromptu 
pizza parties. It seems to be working. W 
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[^ A dark horse takes off 


DINESH KRISHNAN 


Relatively unknown a few years ago, ST Microelectronics is now 


drawing talent with its people-friendly policies. By Shelley Singh 


INCY Mathew, 22, made up 
her mind to join a hardware 
design company after gradu- 
ation. With all sorts of com- 
panies expanding opera- 
tions, getting a job was not a problem. 
But which one to join? 

For her, the decision was surpris- 
ingly easy. She heard good things about 
the relatively unknown Noida-based In- 
dian subsidiary of the $7.2-billion ST 
Microelectronics (STM), and joined in 
July. Says Mathew: "The feedback I got 
was the decider in my case. STM gives 
lots of freedom to work. It is not hierar- 
chical, and most important, | get to 
work on critical projects from the start." 

Mathew is part of the 1,620-strong 
staff at STM s Indian facility, which does 
20 per cent of the R&D work of the 
parent. It's already SIMS largest facility 
outside Europe and, in coming years, 
could be its largest in the world. That's 
because the team here is already work- 
ing on critical chip design work for an 
array of products — mobile phones, 
cellular antennas, printers, automo- 
biles, DVDs and so on. The team is able 
to handle complex chips, working at 
90 nanometres and below. Since start- 
ing in 1988, the Indian team has gener- 
ated over 200 patents and filed 40 
patents last year and 50 this year. 





-MIn Cy 122- years), Naresh 
(32) and Nikhil CENE part 
ofra team thatdoesnt 
believe in hieraréhies 





Their work has been cutting edge. 
Yet STM had a problem of being re- 
latively unknown to the layman, and 
were not known for paying well. Praneet 
Mehrish, country human resource 
director, STM, points out how that is 
changing: “We go to 20 campuses across 
the country. People join us for the work 
we do.... Now we pay on par with the 
industry — starting at Rs 3.9 lakh per 
year. There are competitors paying 
more for experienced lateral hires. Peo- 
ple have left us for this, but they realise 
that SIMS culture is better and want to 
come back.” 

Today, STM claims that competition 
finds it difficult to hire from them. 
Nirmallya Kar, project manager (central 
R&D), credits this to increased exposure 
and the human elements, such as the 
fact that STM never lays off people, even 
during bad times. He himself will be 
completing 10 years at the company in 
January 2005. 

Pradeep Kumar, India country di- 
rector and vice-president (emerging 
markets), recalls the 2001-02 period 
when the industry witnessed a down- 
turn. STM had made job offers at cam- 
puses in July-August that year. The com- 
pany stuck with them despite the 
slowdown. Kumar reports that STM 


prides itself in not having a culture of 
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‘hire and fire, which is prevalent in some 
multinationals. "We are able to do that 
as we are not over-dependant on any 
one product. Iftelcom is down, the team 
can focus on automobiles, smart cards 
or computer peripherals. Also, we are fi- 
nancially strong and stable and, hence, 
can manage slowdowns, says Kumar. 

That probably is also why the com- 
pany has less than 10 per cent attrition. 
Out of the 1,600-plus staff, over 300 have 
been with the company for at least five 
years, and 20-30 have been with STM for 
over 10 years. A carrot for staying on is 
the appreciation policy at STM. It has 42 
listed recognitions given for perfor- 
mance every quarter. Appreciation let- 
ters are extended even to families. If an 
employee has to put in late hours, his or 
her family can expect a 'thank you for 
bearing with us' note. 

But recognition excludes any cash 
awards. Says Mehrish: "Money makes 
people lose focus from their achieve- 
ment." However, monetary awards are 
given for long stays. Employees com- 
pleting three, five or seven years can 
take home a bonus of up to six times 
their monthly pay. 

Says Naresh Gupta, 32, who joined 
STM 18 months ago: "Be it stock mar- 
kets or companies, I like dark horses. 
They are not shouting from the rooftops 
that they are the best. They keep per- 
forming and delivering. STM has 
proved the dark horse that a punter like 


me would love to bet on." m 
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Lets talk business. How do you improve your business environment with 
greater productivity and efficiency? 

The new Canon imageCLASS MF5630 and MF 5650 all-in-one printer has it all. 
We are talking about high quality printing, outstanding scanning capability and 
the largest memory capacity in the market. Canon's new laser all-in-one also 
enhances your image quality with an advance scanning support software and 
makes copying/scanning a breeze with its Automatic Document Feeder feature 






What's more, the Canon imageCLASS comes complete with FREE virtual * 600 x 600 dpi resolution 
document software: Newsoft' Presto) PageManager 6 and Scansoft" * 50-sheet Auto Document Feeder 
OmniPage SE. For lower volume users, choose from the more compact * Collation & 2-on-1 feature 
imageCLASS MF3112 series. Canon's new laser all-in-one printers are truly PRINT * Speed 18 ppm 
high performers uncompromising on speed and delivery. * 1200 x 600 dpi resolution 
imageCLASSMF 5b 50 
imageCLASSMF 5530 ImagecLASSMF3112 





SCAN * 1200 x 2400dpi resolution SCAN * 1200 x 2400«pi resolution 


* Colour CCD Scan * Colour CCD Scan 


* Scan to PC/Email + Scan to PC/Email 
COPY + Speed icom COPY + Speed 200pm 
* 600 x 600dpi resolution * 600 x 600dpi resolution 





FASTER, MORE PRODUCTIVE 
64MB MEMORY AND USB2.0 HI-SPEED CONNECTIVITY 
FOR FAST IMAGE PROCESSING 


* 50-sheet Auto 
* Document Feeder PRINT * Speed 20ppm 
* 1200 x &00dpi resalution 


PRINT * Speed 1'Óppm 
* 1200 x 600dpi resolution 


SOUTH & SOUTH EAST ASIA REGIONAL HEADQUARTERS: CANON SINGAPORE PTE TD UR FRONT AVENUE 


CANON INDIA PVT. LTI 12 ND FLOOR, TOWER A & B BEH GHEEN LI 


Call Canon at 1600 33 33 66 or visit www.canon.co.in 
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4 tomorrow 


o else but the young for a young 
insurance sector? By Aarti Kothari 


Annual sales: Rs 77 crore 
Staff: 673 


Male/female: 497/176 
Training time per employee: 
50 hours/year 






Ratings (on a scale of five) 
Credibility * * * 1/2 
Respect *** 1/2 
Fairness »*** 1/2 
Pride ***® 1/2 
Camaraderie ** * 


Making things better 


Try stepping out of this office of work and play, study and rest. By P. Hari 


Philips Software are facing a strange 

new phenomenon. The company 
has made its office such a great place 
that people do not want to go home! 

Employees staying too long in office 
is not an unfamiliar situation in Banga- 
lore. But when things are exceptionally 
good at the workplace, this issue takes 


T» days, senior executives in 


new twists and turns. And, sometimes, : 


managers may have to come down hard 
on the problem, which is what one divi- 
sion in Philips did. 

Shanthi Padmanabhan, director of 
the consumer electronics division in 
Philips, decided one day that nobody 
should stay in the office after 9 p.m. 
without sufficient reason. The access 
cards stopped working after 10 a.m. (to 
come in) and after9 p.m. (to go out). 

This measure reduced the number 
of employees who overstayed down to 
about 60 a day — down from over 200 
last year. Padmanabhan also got emails 





NURADHA Sethi, one of Aviva Life 
A Insurance's star employees, is in her 

late twenties. In her three years at 
Aviva, she's climbed from HR, through 
bancassurance, to operations. "While I 
had the desire to be on the business 
side, the organisation put wheels under 
it. Moving me to business was a tremen- 
dous leap of faith,” she says. 

Such gambles are commonplace at 
Aviva. “What matters is performance. 
We believe in recruiting, developing and 
retaining our people without regard to 
false barriers like age, sex or batch. And 
the way to retain people is by playing a 
significant role in their development,” 
says Stuart Purdy, managing director. 

The company emphasises on 


don't wait till the end-of-the-year per- 
formance evaluation to report star em- 
ployees. They bring it up at meetings, 
which Purdy has with his core team 
(comprising functional heads) every 
month, or at a “Town Hall’ meeting, an 
open house for all employees to pose 
questions to the management. 

The responsibility of developing tal- 
ent is taken very seriously. Less than a 


. month ago, 40 high performing mid- 


level managers were sent to IIM-A for an 
Accelerated Leadership Programme. 


. Another 40 junior and mid-level man- 


agers were selected for the 'Rotational 


. Development Programme' to provide 


retaining high performers, primarily be- | 


cause ofthe lack of experienced talent in 
the insurance sector, which has just op- 
ened up to private players in India. As 
the company grows from 28 branches 
today to 40 next year and 60 the year af- 
ter, Aviva expects a return on the time 
and effort it invests in existing employ- 
ees. Meanwhile, employees feel the ma- 
nagement is always ahead of their ex- 
pectations. For instance, function heads 


from spouses who thanked her 
for introducing this measure. "Can we 
make it 8 p.m.?" some of them asked. 

Philips Software is facing only what 
many other workplaces in the city are 
going to face sooner or later. As the 
workplace improves steadily, the ten- 
dency to leave it also decreases, both 
literally and metaphorically. 

At the Philips Software office in Ban- 
galore, employees could have all the 
comforts in the world: a variety of cui- 
sines, a créche, a gymnasium, bunker 
beds for naps, gym instructor, doctor, 
psychological counsellor, a dietician ... 
It is a whole new universe of work and 
play, study and rest. 

Philips constantly tries to improve 
its workplace. It conducts Gallup polls 
every year among its employees, and 
immediately acts to plug the holes. As 


. Bob Hoekstra, CEO of Philips Software, 


says this is what matters more than any- 
thing else in a great office: "You should 
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cross-functional avenues of growth to 
high achievers. Aviva' s mentoring pro- 
gramme is another initiative to promote 
diversity, as each mentor must be from a 
department other than his mentees. 
What is noteworthy at Aviva is not 
just the range and depth of its develop- 
mental programmes for employees, but 
that the employees will have a fair share 
in the company's growth. Not surpris- 
ingly, attrition levels at Aviva (for man- 
agement) are sub-10 per cent, when the 
industry benchmarkis15percent M 












Global sales: $441 million 
Staff 1,015 
Male/female: 797/218 


Training time per employee: 


75 hours/ year 


Ratings (on a scale of five) 
Credibility ®*** 1/2 
Respect **** 
Fairness X^ 

Pride ***® 
Camaraderie *** 1/2 





be able to walk into the cabin of your 
boss, and tell him about a problem. He 
should listen to you patiently and also 
solve the problem immediately. 

"We have trained our current lead- 
ers to become mentors. Aided by this, 
the future leaders accelerate their learn- 


ing," Hoekstra says. Wi 
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Integrated Learning Approach @ IBS 


IN 
Skills 


Attitudes 


2 Year, Full-time Program 
2005-07 


IBS Admission Test: December 19, 2004 
at 86 Test Centers all over India 
For Prospectus (Rs. 100 by DD in favor of 
ICFA! University A/c IBS, payable at Hyderabad), please contact: 


CPAD, 45, Nagarjuna Hills, Punjagutta, Hyderabad - 500082 
Tel : 040-23435328-30, 45. Fax:040-23435347/48, Email:cpadhq@ictal.org 


pg Seminars 


The education methodology adopted by the 
ICFAI Business School (IBS) encourages independent 
thinking and helps the students in developing holistic 
perspectives, strong domain knowledge, 


contemporary skill-sets and positive attitudes. 


IBS has evolved a comprehensive student-centric 
learning approach consisting of several stages, 
designed to add significant value to the learners' 


understanding in an integrated manner. 


Apart from regular class room instruction, IBS gives 
utmost importance to case method. Using the cases 
developed by the faculty members, students develop 
analytical and problem solving skills relevant to the 
dynamic world of business. Internships and project 
works provide the students opportunities to learn 
while doing. Finally, IBS tries to encourage the 
students to learn and to apply what they learn. 


Students get ready to become managers. 


(C ZAN 


BUSINESS SCHOOL | 


www. ibsincdia.org 
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"© The six o'clock 
® solution 


K employees to strike 


encourages 
M a work-life balance. By Aarti Kothari 


GREAT Pt, 


Global sales: $5,346 million 
Staff: 1,049 

Male/female: 993/56 
Training time per employee: 
100 hours/year 


Ratings (on a scale of five) 
Credibility ** *1/2 
Respect Kx 
Fairness ** 1/2 
Pride **** 
Camaraderie ** 





Healthcares head office in Gur- 

gaon cranks to life earlier than 
usual. This is the day managing director 
Nick Massey meets 10 company em- 
ployees informally over breakfast. The 
breakfast meets start by 8:30 a.m. — and 
ifinteresting, could extend till 10:00 a.m. 
Twenty minutes of the meeting are re- 
served for discussion on a topic chosen 
by the communications department. 
These could range from innovation to 
talent to gender diversity. 

Last year Massey decided to put up a 
new issue on the table: work life bal- 
ance, or the lack of it at the company. 
When he took charge in 2002, Massey 
found many of his employees spending 


0 NCE a month, GSK Consumer 


weekends at work. The finance depart- | 


ment would be often seen working late. 

Massey decided to change things. 
And the best way, he felt, was to lead by 
example. Seeing him walk out of office 
at 6:00 p.m. sent a loud and clear mes- 
sage to employees that it was the ac- 
cepted way of doing work. "Every line 
manager should think he is an HR man- 








ager, for everything needs to be driven | 


from the top," says Massey. "Gautam 
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Chakraborty (finance director) is a great 
role model. As a result of which, today 
the finance team has fallen in line." Sys- 
tems were put in place to track the time 
employees were spending in office. 
Every employee was encouraged to take 
15 days of leave in a year. According to 
P. Dwarakanath, HR head, two years 
back, 20 per cent of the employees took 
no leave in a year. Now, the figure is at 5- 
8 per cent. 

Massey believes that coming to 
work after a long weekend has a positive 
effect on staff productivity. "When 
they've spent enough time out of office, 
with their families, they look forward to 
coming into work on Monday. That's 
very important," he says. Employees 
echo the same thoughts. Sharad Goel, 
senior manager, procurement, has been 
with the firm for nine years. "What 
makes Consumer Healthcare special is 
that it is very people oriented. Unlike 
other companies, there is a huge em- 
phasis on work and personal life bal- 
ance, Not surprisingly, the average 
tenure across the eight Indian members 
of Massey's core team is 20 years. At the 
mid-management level, itis 12 years! BM 





Through thick and thin 


Shared experiences make for strong bonds. By Mitu Jayashankar 


HAVE not found a reason to look out 
| for another job,” says Anjali S. Jora- 
pur, project manager, who has spent 
nine years with PSI Data Systems. “The 
environment has stayed the same; it’s a 
friendly, open, no-hierarchy company’. 

People like Jorapur are tough to find 
in the IT industry, where job hopping is 
a common phenomenon. It is rarer still 
to find such people in a small $10 mil- 
lion IT services firm like PSI. 

But the fact that PSI is a Great Place 
to Work proves that financial rewards 
are not the only reasons why employees 
stick to a place. As CEO Sanjeev Aga 
says: "When people go through difficult 
times together, they share a special 
bond. And if people have been partners 
and not just witnesses over a period of 
time, it creates a feeling that is a little 
special." 

Sure enough, the employees have 
seen a lot of change. The company was 
set up in 1976 by Indian entrepreneurs. 


Later, Groupe Bull of France en- 
tered as a majority shareholder. Over 
the past eight years the company 
changed its entire line of business — 
from a hardware company to a software 
services firm. Then, in 2001, Groupe 
Bull, which was also its largest cus- 
tomer, walked out, taking a third of its 
business. Soon after, it got merged with 
the A.V. Birla Group, a $6-billion corpo- 
ration with 72,000 employees. 

For the last two years the company 
has been incurring losses. But despite 
all that, 40 per cent of PSI employees 
have been with the company for more 
than five years. Perhaps that is because 
at PSI, the company takes care to create 
a family-like atmosphere at work. PSI 


celebrates each and every festival, be it | 


Valentine's Day, Diwali, or even the Kan- 
nada Rajyautsava. It organises regular 
health camps inviting leading dieticians 
in the country. A six-member HR team is 
all that it takes to look after a 500-strong 
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Global sales: $10 million 
Staff: 391 (as on 31 March 2004) 
Male/female : 336/62 


Training time per employee: 
64 hours/year 





Ratings (on a scale of five) 
Credibility ** * 
Respect Xxx 1/2 
Fairness *** 

Pride *o* 
Camaraderie * * * * 1/2 


workforce. Most processes like applying 
for leave, monitoring attendance and 
other routine things have been auto- 
mated. The head of HR, Paneesh Rao, 
who prefers to call himself chief people 
officer, says: “I don't like the term hu- 
man resources, and employees are not 
resources that you have to maximise.” W 
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What Causes Heart Diseases ? 

In the previous issue, we discussed the preva- 
lence of heart disease in India and its economic 
consequences. As a developing nation, we can- 
notafford the huge economic burden of treating 
this deadly disease. The good news is that heart 
disease is preventable and for effective preven- 
tion we need to attack the root cause of the dis- 
ease- cardiac risk factors. 


What is a risk factor? 

Scientific studies have shown that certain traits 
and lifestyle habits increase the risk of a heart 
attack. These danger signs are called "risk fac- 
tors." The progression of heart disease is a long- 
term process in which cholesterol and other sub- 
stances build up in the inner lining of artery 
walls. They form plaques, which block the flow 
of blood to the heart muscle. Risk factors tend 
to speed the development of plaque, and by re- 
ducing them, we can block the progression of 
plaque formation and decrease the chances of 
having a heart attack. There are two types of risk 
factors- those which can be modified and those 
which cannot. 

Risk factors that cannot be modified 

* Ageand Sex 

As you get older your risk of a heart attack in- 
creases, In our country, men over 35 and women 
after menopauseare ata much greater risk. Heart 
disease is no more considered a "man's disease". 
Women are at equal risk, they just develop it a 
later age. Before menopause, women are at a 
lower risk due to the protective effect of female 
hormones. 

* Family history of heart disease 

Ifa member of your immediate family has heart 
disease, your risk increases. This increase in risk 
may or may not be genetic in origin. For ex- 
ample, there may be a defect in your liver's cho- 
lesterol clearing mechanism, which may be a 
genetic trait. On the other hand, maybe genera- 
tions in your family have believed in adding 
large quantities of “ghee” to food, which may be 
responsible for increased cholesterol levels and 
subsequently heart disease. 





Risk factors that can be modified 

* Diabetes 

Indians have one of the highest genetic risks for 
diabetes. It is a very serious disease in itself and 
leads to complications in the eyes, kidneys, and 
blood vessels, besides being one of the major 
risk factors for heart disease. In clinical prac- 
tice we are observing more patients (and at 
younger ages) with Syndrome X, also called the 
‘Metabolic Syndrome’, in which high blood 
sugar, high blood pressure, a large waistline, and 
abnormal lipid values are all clustered together. 
@ Diabetes is diagnosed on the basis of your 
fasting glucose levels, A level of more than 126 
mg/dl indicates diabetes. However, this should be 
confirmed by another test done ona different day. 
d^ Normal fasting blood sugar should be 
70-110 mg/dl 

* High blood cholesterol 

Cholesterol is a waxy substance that is present 
in the body and is essential for certain functions. 
However, when there is excess cholesterol in the 
body, it deposits in the walls of the arteries sup- 
plying blood to the heart and starts the build-up 
of plaque. There are different types of choles- 
terol, but the two most important ones are LDL 
and HDL. LDLis called “bad cholesterol", while 
HDL is the “good cholesterol.” You should try 
and keep your LDL levels down and boost up the 
HDL level. 

The following are the values recommended to 
keep your risk for heart disease toa minimum: 


Total Cholesterol < 200 mg/dl 
Triglycerides < 150 mg/dl 
HDL Cholesterol > 40 mg/dl 


LDL Cholesterol < 130 mg/dl (less 
than 100, if you have heart disease or diabetes). 
* Cigarette Smoking and tobacco chewing 
Smoking is the one of the most important 
preventable causes of premature death. 
A smoker's risk of having a heart attack is more 
than twice that of a nonsmoker. Smoking speeds 
up the development of plaque in the arteries, 
reduces the level of the good HDL cholesterol, 
and increases the stickiness of blood cells caus- 
ing blood clots inside the arteries. 


Catching your breath after running 


and catching the 7.52 local is natural. 


Shortness of breath while 


waiting for it isn’t! 
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HEART INSTITUTE 


Heart Facts 


* Blood Pressure 

High blood pressure, or hypertension is often 
referred to as the “silent killer.” The reason for 
that is that people often suffer severe problems 
related to hypertension, without being aware 
that their pressure is high. . Itis acommon 
misconception that your systolic BP should be 
your age plus 100. This is FALSE. 

A high blood pressure has been defined as either 
the higher number, called systolic pressure be- 
ing over 140 or the lower number, called dias- 
tolic pressure being over 90. However, your ideal 
BP should be below 120/80 

* Physical Inactivity 

This is the easiest risk factor to avoid, and yet 
for many people it seems to be the hardest. You 
do not need to bea marathon runner to reap the 
benefits of physical activity. 30 minutes of aero- 
bic exercise, such as walking four to six daysa 
week is enough to significantly reduce your risk 
for a heart attack. 

* Obesity 

As India is becoming more ‘prosperous’ so are 
the waistlines of its citizens. Obesity can lead to 
diabetes, high blood pressure, as well as other 
complications such as arthritis, A sensible diet, 
combined with an exercise programme is the best 
way to lose weight. Crash diets donot work in the 
long term, and may actually be harmful to the body. 
* Stress 

The role of stress in development of heart dis- 
ease is not clearly defined, but it is advisable 
that you keep your stress levels as low as pos- 
sible. The reason that the role is unclear, is be- 
cause it cannot be ‘measured’ by any specific test. 
If you manage to keep the above risk factors in 
tight control, then your risk of developing heart 
disease will be very low. 

Authors: 

Dr. Tilak Suvarna: Interventional Cardiologist 
Dr. Aashish Contractor: Dept. of Preventive 
Cardiology 

Asian Heart Institute 

This is the second of a series of articles on 
heart disease; prevention and treatment by 
heart specialists at the Asian Heart Institute. 
For more information write to : 
info@ahire.com 
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(ff) counts. By Gina S. Krishnan 
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Annual sales: Rs 463 crore 
Staff: 1,419 (includes outsourced 


employees) 

Male/female; 794/253 
T time per employee: 
Io karaa 









Ratings (on a scale of five) 
Credibility *** 1/2 
Respect *** 
Fairness * * *® 

Pride *** 1/2 
Camaraderie *** 1/2 










“Coming to office is the one thing | 
that I look forward to everyday?" A | 


H OW many of us can truly say: 


workplace where one's personal goals 


coincide with the organisation's goals is 
something that we all yearn for, but sel- | 


dom find. Priscillia Sinha is one of the 
luckier ones — she's an actuary with 
Birla Sun Life Insurance. 


In the highly competitive space of | 
life insurance, where there are 13 private | 
players competing for a pie growing at | 


27 per cent each year, retaining talent is 
one of the key challenges. And that is 
where Birla Sun Life seems to have 
scored, especially with a relatively 
young and restless workforce. As K.H. 
Venkatachalam, head (HR), points out: 


der the age of 40, and 60 per cent under 


30." And Nani Jhaveri, CEO, acknowl- | 


edges that poaching is ubiquitous: 
"Deep loyalties come in time and as a 
high performing company, we are open 
to cherry-picking." 

The company has a rigorous perfor- 
mance appraisal system. "Ten to twelve 
per cent of the people are high perform- 
ers, after which we have a list of people 


Get the net benefit. 


Log on to the most insightful business magazine in India. 


Visit www.businessworldindia.com for more information, 


archives and to purchase Businessworld books. 








.. TOP 25 


that wed ‘hate to lose," says Jhaveri. He 
adds that a 100 per cent raise is not un- 
usual for performers. While better em- 
ployees get competitive salaries and in- 
centives, non-performers are dealt with 
in an equally just manner. According to 
Venkatachalam, 87 out of the 121 em- 
ployees who quit last year were asked to 
go for failing to meet targets. 

But can compensation alone be 
enough to retain people? Not really. A 
good work environment is equally im- 
portant. Individuals' training needs, 
performance and targets are freshly 
evaluated every quarter. Internal sys- 
tems are transparent and empower em- 
ployees. For instance, job openings are 


_ posted internally and anybody can ap- 
"Ninety-seven per cent of our staffisun- 


ply for an opening two levels above his 
current designation. Cross-functional 
moves are accepted too. So, even a ju- 
nior actuary could apply for a marketing 
manager's job. And that's why employ- 
ees like Sinha swear by the company. 
While most companies treat their 
employees like numbers on the payroll, 
Birla Sun Life shows that treating people 
well is what differentiates a great com- 
pany from an also-ran. = 
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© Sticking with it 


HEMANT MISHRA 


LASSIC Stripes is not a software 

company that offers its geeks 

an inhouse pub, or a pharma 

company that fusses over its 

scientists. It doesn't even man- 
ufacture a cutting-edge product. The 
300-odd men and women who work at 
the Classic Stripes manufacturing unit 
at Vasai, on the outskirts of Mumbai, 
make stickers — graphics that are stuck 
on cars and bikes to give them attitude, 
and stickers with a wood finish for dash- 
boards (under the name Autographix). 
Itis one of the few companies in this sur- 
vey where a majority of the employees 
are blue-collar workers. 

But why should it matter ifthe hands 
of your employees are used to oil ma- 
chines rather than tap computer key- 
boards? The principles of being a good 
employer are the same: valuing every 
individual, giving people their due, free- 
dom, respect, and opportunity backed 
by lots of training. With shy pride, work- 
ers in department after department say: 
“Our products are the best quality.” Last 
year, Classic Stripes won the Screen- 
printing and Graphic Imaging Associa- 
tions (SIGA) awards for Safety and Envi- 
ronment Achievement 2003. This was 
given to five companies worldwide and 
Classic Stripes is the only Indian com- 
pany to get this award. 


FM 
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Every worker is valued Utas shh 
Stipes and jiven powt opportumtics 
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One of the few largely blue-collar companies in the survey proves 
you don't need a Masters degree to be valued. By Gina S. Krishnan 


Each employee spends 150 minutes 
every month on training, which in- 
cludes Kaizen (a Japanese quality en- 
hancement programme) as well as be- 
havioural training. "Our monthly 
training budget is Rs 60,000," says Ga- 
janan Parab, manager (human capital). 
Alibrary with trade journals, magazines 
and books has been set up too. "When | 
started 25 years ago, it was with four em- 
ployees in 10 by 5 sq. feet of space, and 
dignity at work was my vision," says 
Kishore Musale, chairman and manag- 
ing director. Most employees have been 
with the company for 15-20 years. 

And as the company has grown, so 
have the people. Take D.P. Joshi. He 
joined Classic Stripes in 1989 when he 
was 16 years old. He started as a security 
guard and had just passed class IX. He 
studied while working there, and clear- 
ed his board exams. He was ready to 
take on responsibilities, so Joshi started 
with utility management. In three years 
he became a production supervisor. 
"I worked hard and with the company's 
growth, I grew,” says a happy Joshi. 
Meanwhile, the company helped him 
continue with his education. Now, as 
production manager, he is in charge of 
the factory and nearly 200 people report 
to him. Similarly, Matilda Paul Dalm- 
eida joined Classic when she was 17. At 
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Classic Stripes 





Annual sales: Rs 70.25 crore 
Staff: 214 (includes contract 
workers) 

Male/female ratio: 96/55 
Training time per employee: 


19 hours/year 


Ratings (on a scale of five) 
Credibility ** 

Respect * %& *& 

Fairness **&* 

Pride *** 1/2 
Camaraderie * yc * 


age 33 today, she is a supervisor. 

Kishore Musale took over the family 
company, Metagraphs, in 1976. It then 
made the metal labels that went on bi- 
cycles. He went into self-adhesive PV¢ 
graphics for two wheelers in 1989. It was 
initially a manual operation, but now 
the plant at Vasai is almost fully auto 
mated. "It has grown by 50 per cent year 
on year, says Musale. In two years, after 
the factory moves to a new 44-acre cam 
pus in Vasai, it plans to triple in size. 

Women make up a third of the work 
force, and it also employs handicapped 
people. Since the making of the stickers 
is automated, workers are needed in 
cutting, pasting, quality control and 
packaging jobs. Women are considered 
better at these jobs. 

lama trustee of the company and 
each employee is an equal partner in its 
growth," says Musale. The company 
shares a percentage of its annual profit 
with its employees if they have been 
with the company for a minimum of five 
years. The share in profit increases for 
those who have been in the company 
for more than 10 years. There are target 
achievement bonuses and annual bon- 
uses. Workers have walked away with 
bonuses of Rs 80,000 a year before, while 
the manager may just get Rs 5,000. The 
company also provides loans or emer- 
gency health care costs. 

Big companies that only pay lip ser- 
vice to employee care could learn a lot 
from Classic Stripes. 


==<eature 





© The smiles are back 


HE feel-good factor is back at In- 
fosys. Last year, at around the 
same time, a group of angry em- 
ployees had told this writer that 
the best-performing IT com- 
pany wasn't paying enough attention to 
its employees. Business was growing, 
but they felt their careers were stagnat- 
ing, as there hadn't been promotions or 
salary increases for two years. 

On this November day, at a focus 
group meeting with 10 Infosys middle 
managers, however, none of that acri- 
mony or disappointment is visible. In- 
stead, employees talk about how each 
IBU — last year, Infosys structured itself 
along ‘integrated business units’, which 
are independent profit centres — today 
functions like a mini-Infosys, creating a 
feeling of a small company within a 
large enterprise. The IBU structure, they 
feel, has also managed to bring back 
some of the entrepreneurial spirit for 
which Infosys was so popular. “My IBU 
head tells me that our unit is where In- 
fosys was in 1995-96, and that we can 
grow it the way Infosys grew,” says Girish 
Ramachandra, group project manager. 

But employee issues run deeper 
than salary increments or promotions. 
Infosys has doubled in size in the last 
one year, growing to 30,000 employees. 
With such rapid growth, and centralised 





How Infosys overcame the challenge of growing fast and connecting 
with its employees at the same time. By Mitu Jayashankar 


| 





decision-making, employees felt left 
out. Meanwhile, the management was 
spending more time to connect with 
employees again. “Internal communi- 
cations is now priority,” asserts Hema 
Ravichandar, global head (HR). “Last 
year, we decided that employees should 
hear from us first than listen to the ru- 
mour mill or the media.” The HR de- 
partment now conducts an annual 


employee-satisfaction survey called | 


‘Litmus’. Last year, employees wanted 
the variable part of their pay, which was 
coming as a lump-sum at the end of two 
to three quarters, to come in monthly 


pay packets. Infosys now pays a part of | 


that in a phased manner each month. 
Infosys has also given a 17 per cent rise 
in salaries. When it crossed $1 billion in 
revenues in April, employees received 
bonuses that cost Infosys Rs 100 crore. 
The company continues to identify 
opportunities for the top management 
to interact with employees. Senior man- 
agers, who travel across offices for busi- 
ness review meetings, include time to 
talk to employees. Every quarter, CEO 
Nandan Nilekani addresses employees 


after meeting the media and analysts to | 


talk about quarterly results. Despite all 
this, there is no way he can talk to em- 
ployees on an individual basis. This is 
where the IBU structure helps. Being a 
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smaller group, the IBU head can inter- 
act with his team more effectively. 

Business heads now have a budget 
to hand out on-the-spot cash awards 
and recognition. “The second line of 
leadership works exactly as the foun- 
ders did,” says Avinash Chandrakar, 
group project manager (client solution- 
ing), Europe, who has spent 10 years at 
Infosys. To create greater loyalty to the 
[BU and camaraderie, the Infosys cam- 
pus in Electronic City — all of 30 build- 
ings — has been split into six to seven 
groups. And there are competitions like 
sports days and cultural events. 

Infosys is also developing greater 
transparency and competition in the 
system. A software tool called Perfor- 
magic, built in-house, enables software 
engineers to measure their utilisation. 
Alerts go out if utilisation falls below a 
certain level. This puts pressure on the 
manager who either gets the engineer 
more projects, or the latter is then free to 
look for work at another. 

The management is now aware that 
it needs to strengthen its foundation, as 
it adds layers to Infosys. It must attract a 
global workforce to realise its global am- 
bitions. Currently, only 2-3 percent of its 
workforce is non-Indian; the number is 
set to increase. Infosys is attracting soft- 
ware engineers like Hirotake Kaniwa, 
who joined seven months ago. Why 
work at Infosys? Says the Japanese: "Be- 
cause they have global standards — be it 
transparency or processes." [x 
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root in a myriad ways. Some are 

shaped by a forceful leader. Others 
take shape by happenstance — influ- 
enced by an industry ethic or a place. Yet 
others take shape as a response to their 
environment. This is what happened at 
Eli Lilly's Indian operations. 

Consider this: 10 years ago, when 
Lilly entered India, it differentiated 
from other pharma companies through 
its smart, suave medical representa- 
tives. They were selected after a gru- 
elling selection process — spanning 
nine stages and two months. On an av- 
erage, only one out of every 140 appli- 
cants got through. Over the past few 
years, however, rivals have raided its 
ranks, offering its representatives higher 
salaries and better designations. As à 
smaller company in this market, it isn't 
possible for Lilly to match such offers. 

To stem attrition, the Rs 160-crore 
company has created new career paths. 
In addition to the traditional sales hier- 


(i emyraa, cultures take 


archy, representatives at Lilly have two | 


other options. One, they can move into 
related functions like sales force train- 
ing, marketing, HR, or clinical trials. 
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Employees opting for the first three are 
given a mentor. The last one, however, is 
fairly technical, and so the company 
helps its employees prepare for it. If they 
want to switch, it puts them through a 
very structured training programme, 
After finishing that, they have to sit for a 
test. Alternately, they can specialise in 
any one of the four Lilly verticals (can- 
cer, sepsis, cardiology and diabetes). 

There are other lollies too. Like stock 
options. Last year, some of the employ- 
ees made as much as Rs 14 lakh when 
they cashed in on their stock options. 
Then, there is a great emphasis on en- 
suring that good work gets rewarded. 
This can take novel shapes, like the 
bond award. Here, the wife of the area 
manager whose team has performed 
best gets a diamond pendant. 

The company is working on solving 
staff issues. Often, there is not much of 
an age difference between some of the 
representatives and their supervisors. It 
might be as low as 2-3 years. So, some 
supervisors end up being a tad too task- 
masterly at times. The company is try- 
ing to train its area managers to be more 
sensitive towards their subordinates, B 
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At HSS, people are no longer worried 
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D Hughes Software Systems (HSS), 
says technology is a boring field. 
There can be too much focus on one 
area, making the job mundane. His area 
is wireless — short, mid and long range. 

But 'getting bored' is not something 
he associates with his work. HSS makes 
sure that all its employees get interest- 
ing breaks — these may take the shape 
of personality development progra- 
mmes, cricket matches, literature clubs 
or adventure activities. Jain is part of the 
adventure group and goes on 4-5 expe- 
ditions in a year. 

Meanwhile, on the job, the Internal 
Job Posting Position ensures that em- 
ployees can move from one department 
to another. "If I dont like my boss, I can 
change my section," laughs Jain. 

Post takeover by Flextronics, the 
mood has lightened at HSS. Gone are 





IVIJ Jain, senior software engineer, - 


those harrowing days before the 


takeover when employees were appre- 


hensive about keeping their jobs. At that | 


time, communication was the glue that 
kept them together. As president and 
managing director Arun Kumar says: 
"We met more employees and an- 
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swered all their queries. This helped us 
retain people who feared a scenario of 
layoffs." Almost 20 per cent of Kumar's 
time was spent meeting people, up from 
his usual 10 per cent. 

Although attrition increased to 18 
per cent this year from 15 per cent last 
year, Aadesh Goyal, executive vice- 
president and general manager (HR), 
HSS says: "Those who left us as they saw 
uncertain times ahead want to come 
back now. The fun at work is back." 

Prashant Upadhyaya, principle soft- 
ware engineer, who has been with HSS 
for eight years, agrees. He is part of an 


| 80-people team working on a project for 


Nokia. Occasionally, they have to stretch 
and work on Sundays too. But there are 
individual and team awards every quar- 
ter that motivate Upadhyaya to slog. 

As stress busters, HSS offers its em- 
ployees ‘Art of Living’ courses. Those 
with a bent for social service can do their 
bit at Carter Puri, (a village named after 
former US president Jimmy Carter) 
where HSS runs a computer literacy 
programme. It's caring values like these 
which extend outside the office that en- 
dear HSS to manyofitsemployees. W 








Sowing the seeds of trust 


Caring for personal goals earns Monsanto loyalty. By Gina S. Krishnan 


AHUL Pandey became a Mon- 


santo employee quite by accident. | often stop by and chat with Shekhar — 


With a freshly-minted MBA from 
IIM-A, Pandey was working for Cargill's 
seed business when it was acquired by 
Monsanto in 1998. None of Cargill Seeds' 
employees left after the merger. Says 
Pandey: "Not once were we made to feel 
we had been taken over by another 
firm." At the other end, managing direc- 
tor Shekhar Natarajan is Monsanto's 
longest-serving employee in India. "I 
complete 25 years next year," he says. 

What is it about Monsanto that cre- 
ates such loyalty? For starters, look at the 
organisational chart. There are a mere 
three to four levels from the frontline 
sales team to the managing director. 
Even this distance is reduced by an open 
culture. Everybody, including the man- 
aging director, sits in an open office. The 








workstations are the same size. The | 


travel allowances are the same. So are 
the refreshments. Says executive (com- 


munication), Susan Joseph: "We 


be it to discuss work or a holiday." 

But don't let the easy-going atmos- 
phere fool you, Beneath is a tough-as- 
nails company — aggressive and ambi- 
tious. It is a brand leader or a close No.2 
in the segments — Agricultural Produc- 
tivity and Seeds & Genomics — it oper- 
ates in. It sets stiff targets, but trains em- 
ployees with a rare rigour so that they 
get a fair shot at those. Last year, em- 
ployees were given a stretched sales tar- 
get but the victorious team (250 em- 
ployees and dealers) was taken on à 
week-long trip to Australia. 

Monsanto has a 360-degree struc- 


tured appraisal. If an employee's perfor- | 


mance is below par, he is put through a 
special six-month workout. “We have 


turned careers with our performance | 


improvement plans,” says Ernest Louis, 
director, HR (South Asia) and head 
(compensation and benefits), Asia-Pa- 
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cific. There is succession planning for 
every job. People identified as future 
leaders are given internal international 
positions. Retention is not a problem. 
According to a survey done by Mercer, 
churn is “lower then normal”. Is it any 
wonder that Natarajan has been around 


for a quarter of a century? wE 
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manufacturers of auto components 
like shock absorbers, fuel filters and 
hydraulic brakes — will bring out an ad- 
vertisement for filling vacancies in oper- 
ations, product development and fi- 
nance. Nothing out of the way there. 
What's different is that the advertise- 
ment would specifically target women 
candidates. No mean feat, given that 
manufacturing, especially auto ancillar- 
ies, has historically been perceived as a 
male domain because of the labour-in- 
tensive nature of work, multiple shifts 
and faraway factory locations. 
Currently, only 11 per cent of 
Anand's 5,300 employees are women. 
The management expects this to go up 
to 30 per cent by 2007. "This is the best 
that can be done, given the stringent 
labour laws for women working in man- 
ufacturing, like getting an approval 
from the labour officer for working third 
shifts, or beyond 10:00 p.m.," says M.S. 
Sandhu, head (HR). Why then is Anand 
going that extra mile to hirewomen? 
At Anand, women perform the same 
tasks as their male counterparts — only, 
they have been found to do it somewhat 


|: December, the Anand Group — 
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better. What started as social responsi- 
bility has triggered an increase in the 
groups productivity. Women normally 
start work at the age of 22-23 years and 
stay on for 5-6 vears, till they get married. 
hus, the churn is faster, keeping the 
workforce young and nimble. So it's not 
desk positions, but the shop floor, where 
the bulk of the hiring is taking place. 

"We prefer women to men in all po- 
sitions — from working on the shop 
floor to supervisory positions at various 
plants, and even management at the 
plant and corporate levels... wherever 
there's a vacancy,” says C.S. Patel, CEO, 
This is unlike other auto ancillary facto- 
ries, where women are hired for their 
dexterity in handling smaller parts like 
screws and rings — works that rank low 
in terms of value addition. 

That the group is serious about this 
initiative is evident in its policies. Pays 
and perks aren't differentiated on the 
basis of gender. Fifteen out of the 
groups 32 plants have hostels for 
women close by. A lady doctor visits 
each hostel once a week. Each cluster 
has a female management mentor. 

"Fair deal," said anyone? 








‘Thank God Its Monday 


A smile a day keeps the market blues away. By N. Mahajan & I. Daftari 


HE next time you dip into a packet of 

Cadburys Bites, chew on this — the 

product was conceptualised by a 
driver formerly employed with Cadbury 
India. It all started one 18 July, Cadbury 
Day, a few years back. On that day, all 
employees are encouraged to go out into 
the market, interact with consumers, 
and bring back new ideas. At these ses- 
sions, no senior manager can pull rank. 
Sarang, a company driver, proposed the 


idea of a chocolate-filled snack at one | 


such session. The journey from the idea 
to the packaged product was possible 
thanks to a continuing effort at Cadbury 
India to remove hierarchical decision- 
making and promote fun. 

Fun is serious business at Cadbury 





India. "We believe that the day you stop | 
enjoying work is the day you stop con- - 


tributing," says Malvika Bandyopad- 
hyay, manager (people development). 
The underlying vision is simple: the 


consumer enjoys Cadbury's products, | 


and the people at the company 
which aims to bring delight to the con- 
sumer should be happy themselves. 

Things weren't always this bright. 
“When I joined in 1998, Cadbury looked 
like a government rationing office," says 
managing director Bharat Puri. Over the 
past four years, the company has tried 
to step up fun activities. Each year, it 
identifies a theme. A celebrations calen- 
dar built around the theme ensures at 
least one event a month. "The annual 
theme is also a reflection on the com- 
pany’s corporate goals," says Rajesh Ra- 
manathan, manager (organisation ef- 
fectiveness and talent). 

Last year, when the company was 
pitched into the worm controversy, the 
concept came of help. The company 
had to reaffirm itself and rally its work- 
force. Thus was selected the theme for 
the year: 'Delivering smiles. The theme 
gave birth to Smile Power Day, when 
employees trooping into office were 
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clicked bya camera. The best and quirki- 
est smiles won awards at lunchtime. 
The idea is to make people look for- 
ward to work. So, at Cadbury, it's "Thank 
God It's Monday’. As Radhakrishnan B. 
Menon, director (HR), puts it: "We make 
people stretch, but we make them 


stretch with a smile." * 


‘Stop wa 


WHEN ROBERT SUTTON TALKS, IT’S DIFFICULT TO 
stem the flow. He seldom gives short answers, often 
venturing into a related area or research done by a peer, 
before coming back to tie things together. 

It may seem like a meandering style — but it's one 
that has clearly helped the well-known Stanford 
professor put together much of his path-breaking work 
on how to promote, manage and sustain innovation. 
About 13 years ago, he began giving a series of lectures on 
enhancing corporate innovation. The ideas that his best- 
selling book Weird Ideas At Work talks about slowly 
evolved from these hour to two-hour long speeches. 

Most of his ideas sound heretical. He was telling 








ching over 





companies to hire people they couldn't possibly like, for 
instance, slow learners. The reason was simple. While 
studying innovation processes in diverse firms, he 

was getting increasingly convinced that 
the way firms organise themselves for 
routine work was not only drastically 
different from what they needed to do for 
innovation, it was sometimes the exact 
opposite of what was being taught as good 
management practice. And that is how Weird Ideas At 
Work came into being. Every few months, Sutton would 
use his talks to revise and refine his ideas. 


Deputy editor Indrajit Gupta spoke with Sutton, now 


professor of management science and engineering at 
Stanford Engineering School, about the rules of 


managing a creative workplace. 





Bi Let’ start with the whole question of hiring. If a company 
wants to become much more innovative and creative, your 
ideas on whom it should hire seem completely counter- 
intuitive and challenge the notion of cultural congruence. If 
the CEO of that company were a complete non-believer, how 
would you assure him that the pain was worth it? 

@ Well, the first thing I would say is that any management idea 
is sometimes correct, and sometimes wrong. If the company 
doesn't want innovation, if it wants the future to be a perfect 











imitation of the past, then these are terrible ideas. They 
will make things worse. But if the company wants to break 
away from the past and do things differently, one way out is to 
bring in people who are different from those already working 
forthe company. 

The other point is something I see all the time. Companies 
say they want innovation and that they want to bring in risk- 
takers. Even their official recruiting brochures say that they 
want risk-takers, independent thinkers — and I am thinking 
of some fairly well-known Silicon Valley type of firms, like 
AMD and Intel. But when you watch what happens during the 
hiring process, the human resource management folks don't 
allow in anybody who is different. 

Even if they get in and start taking risks or fail, they get dri- 
ven out of the company. Now, there are some large manufac- 
turing organisations that say they don't take risks and really 


| don't take risks. But in the Silicon Valley, a lot of engineering 


companies go on rhetorically about this kind of stuff 
yet cannot quite get themselves to do it. That is be- 
cause, and I talk about this in the book, all human 
beings have negative reactions towards people who 
are different from them. 


B A lot of firms in India today talk about the 
importance of diversity and how critical it is for 


| igniting the creative spark. But they also admit privately that 


they have a hard time leveraging that diversity. If these 


| mavericks, or slow learners of the organisational code as you 
. call them, were to remain the way they are, wouldnt 
organisations have to stop many of the rituals they 


unwittingly do? Take, for example, the process of induction. 
Just how relevant is that? 

E | stole the idea of slow learners from a guy named James 
March. He is the one who said that if you want to have a rea- 
sonably high rate of innovation you need to have two things, 
slow learners of the organisation code, and you shouldnt so- 
cialise them too much. Most companies screen job candi- 
dates to bring in people much like company insiders, who 
learn how to do things "the right way" quickly. These criteria 
make sense if a company wants people who will repeat its 
tried-and-true ways of thinking and acting. Companies and 
teams doing innovation need newcomers who have new 


Stanford professor Robert Sutton, author of 
Weird Ideas That Work, has some heretical 
notions on how organisations can develop 
an innovative culture 
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creative workers 


Sey, VOR Ww ideas and see things differently than insiders, and especially, 





















































MONET s d 3 will not get brainwashed into thinking just like everyone else. 
Teac M IN o Soi ; March shows that companies will focus more on exploring 
Ser Mec a a fee new possibilities and less on exploiting old knowledge when a 

M IE FERME significant percentage of members don't follow the code. 
SFP, i I can give you two examples. One is the Stanford Business 


a School and the other is the Harvard Business School. The 
| Stanford Business School, for better or worse, celebrates indi- 
vidual researchers, and it does bring in a lot of people who are 
not interpersonally slick. In Stanford, we will probably see a 
day or two of indoctrination, maybe not even that much. 
There is very little formal indoctrination. At Harvard Business 
School, on the other hand, they have days and days of all sorts 
of induction events. Even if you have been at another univer- 
sity for many years as a successful teacher, you are still needed 
to take a four-day session on how to teach case studies. I think 
it's no accident that in terms of doing more routine, adminis- 
trative tasks, or teaching case studies, the Harvard Business 
School is far superior to Stanford. But even the researchers at 
Harvard would admit that those at Stanford Business School 
are better. 


l Many firms spend countless hours putting their executives 
through assessment centres each time they want to gauge 
their level of competency, or while seeking the best candidate 
for a certain role. Are you suggesting this is actually counter- 
productive? 

ll Again, I need to go back to the basic premise of not just my 
book, but all that I have read on innovation. If you want people 
to follow orders efficiently, and do things that the organisation 
has done in the past, then an assessment centre is incredibly 
effective. 

And, by the way, most of organisational life is just like that, 
regardless of the level of the job. There are very few industries 
where more than 20 per cent of the work is innovative. So | 
think companies are wise to use assessment centres. But the 
question is where do they apply those? If the Disney Corpora- 
tion—a company I am very familiar with — wanted to look for 
people who can run its theme parks or manufacture little Dis- 
ney parks, an assessment centre is a perfectly logical idea. 
But I don't think an assessment centre will be useful if 


Recruit the company is doing things that have a lot of cre- 
smart ative aspects to them, like making a film or de- 
people who signing a new theme park. At the very least, à 


seem slow to typical assessment centre won't be too useful. 


learn how things 
are 'supposed 
to be done' in 

their current 

company 


In your book, you also talk about the 
notion of provoking conflict within teams. 
How does that sit with the notion of emotional 
quotient (EQ)? Is that still relevant? Or have 
organisations carried the notion of teamwork a 
bit too far? 
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CREAT PLACE a Well, I am work- 
TO Work 200: ingona book about 
"EMAl evidence-based 
management, 
which is focusing 
on myths versus 
what we know. And 
after looking at the EC stuff very closely, I 
have two reactions. The first is that the 
people who wrote those books are gen- 
erally right but they are making excessive 
claims about how strong their findings 
are. The second comment is that inter- 
personal savviness is not about being 
nice to people and agreeing with them. 
Its about the ability to disagree with oth- 
ers in a way that is not interpersonally or 
personally destructive. In fact, that is 
what a lot of new literature on conflict 
says. Effective groups or teams, espe- 
cially ones doing innovative work, do ar- 
gue over how to do the tasks, but do it in a 
way that promotes mutual respect. To 
me that is a sort of emotional intelli- 
gence: to be able to argue without dis- 
turbing and ruining the ability of the 
team to work together in the future. 








W initially, radical ideas should be given 
shelter and nourishment. And yet firms 
start evaluating them from day one. 

B | think thats a management disease. 
Sometimes no management is the best 
management. When people are doing 
creative work, or when they are learning, 
or they are not doing things they are par- 
ticularly skilled at, it's best for them to be 
left alone. By asking questions, all that 
the management does is annoy them, 
slow them down and make them more 
conservative. Organisations constantly 
watching their employees are wasting 
their resources and, perhaps, slowing 
down or even driving out creativity. In 
fact, this is one of the myths of MBA edu- 
cation — that the more you watch peo- 
ple, the more advice 


114 management practices that work 


Exploiting old ways: 
Conventional ideas that work 


1. Hire fast learners 
of the organisational code 


12 Hire people who make you 

















Weird ideas that work 


1 Hire slow learners of the 
organisational code 


1% Hire people who make you 


feel comfortable, whom you like — — even those you 
slike 
2 Hire people you (probably) 
do need EH Deam tail ia aa 
n 
3 Use job interviews to screen 
and, especially, to recruit new 3 Use job interviews to get ideas, 
employees not to screen candidates 
4 Encourage people to pay 4 Encourage people to ignore and 
attention to and obey their defy superiors and peers 
bosses and peers 
5 Find some happy people, and 
5 Find some happy people, and get them to fight 
make sure they don’t fight 
6 Reward success and failure, 
6 Reward success, punish failure punish inaction 
and inaction 
7 Decide to do something that will 
7 Decide to do something that will probably fail, then convince 
probably succeed, then convince yourself and everyone else that 


yourself and everyone else that 
success is certain 


8 Think of some sound or 
practical things to do, and plan 
to do them 


9 Seek out and be attentive to 
people who will evaluate and 
endorse the work 


10 Learn everything you can from 
people who seem to have 
solved the problems you face 


11 Remember and replicate your 
company’s past successes 


SUMMARY 
Efficiency indicates effectiveness 


in the implementation and use 
of proven ideas 

















success is certain 


8 Think of some ridiculous or 


impractical things to do, then plan 
to do them 


9 Avoid, distract and bore 
customers, critics, and anyone 
who just wants to talk about 
money 


10 Don't try to learn anything from 
people who say they have solved 
the problems you face 


11 Forget the past, especially your 
company's successes 


SUMMARY 

Creative companies and teams are 
inefficient 
places to work 


and often annoying 


Source: Weird Ideas That Work, page 17 
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you give them, the more you evalu- 
ate them, the better they will do. 


Prepare 
: In fact, all the evidence we have 
differently. Think suggests that human beings 


are less creative when they 
are under observation. 


about the things 
you and your 
company might 
want to learn 
from this 
candidate 


E Have you come across any 
organisation that is 
rethinking this? 
B My favourite quote in the 
whole book is from the head of 3M's 


R&D department. He says that when you plant a seed in the 
ground, you don't dig it up every week to see how it's doing. 
Which is the way 3M does it. If you look for more recent firms, 
Google is another example. The company has a philosophy 
that if any of its employees has a job that calls for being cre- 
ative, they are expected to spend 10-20 per cent of their time 
working on it. And this is stuff they don't have to tell their 
manager about, nor does the manager ask. A lot of organisa- 
tions do this. 

Also, alot of organisations may not have formal policies to 
support this stuff but creativity happens nonetheless, because 
the people go underground. 
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Bi Successful organisations sometimes get 
stuck in a rut without even realising it. In 
your book, you suggest that the best way to 
deal with past success is to simply forget it. 
Should we then stop celebrating success? 















Sometimes, 

the best way to 

spark innovation 
is to get out of 
the way; don't 
ask employees 


— 57— ÀÓ - — — — 






tells them what to do and what not to do so. 
And it is actually working. BMW has a guy 
called Chris Bangle. What he says is that as 
long as things are going well, he won't get 
fired and when things go bad he will get 


E There is a tension between remembering ons fired. He is very honest about it. 
and forgetting. If people are still buying what cg rig I am not saying that the lone genius de- 
you sell, then remembering the past is the - advice signer is the answer, but the problem in organi- 


smart thing to do. Steinway had stopped making 
its pianos for a couple of years when they suddenly 


got a bunch of orders for old pianos. And they began making | 
them again. That's the situation where forgetting the past can | 


be very bad. And then, there is Kodak. They have known for a 
long time — about 10 years — that digital photography will 
kill them if they don't change. But they had so many strong 
cultural practices, and were so good at replicating their 
processes over and over again, that they just could not break 
away from their path. 


E What were some of these cultural practices? 

@ | can give you an example of two things that they did at 
Kodak, which ordinarily would be smart. But they were 
focusing on the wrong thing. First, they put a total quality 


management programme in place, which means your 
processes are more efficient. So, it is a bit like driving down | 


the wrong direction faster. 

Also, if a company focuses on quality and process im- 
provement at a period where there is a discontinuous change 
in technology, it is asking for trouble. Organisations that 
devote larger percentages of their money to process improve- 
ment tend to do better in the short term and worse in the long 
term. I thought it is quite interesting that I kept seeing all this 
evidence when Kodak was winning process improvement 
awards. 


E Let me focus on product development for a moment. In 
India, too, we have seen organisations adopt a variety of ways 
— including ‘gates’ for the new product 
development process — to sift out ideas 

that work from those that don't. Yousay | 
that such structured approaches to | 
innovation don't really work. But many 
established companies, which tend to be 


process-driven companies, don't know an £ A 
alternative way of doing it. So how do they | D 


do without a structured approach to 

innovation? 

E Since this book was published, | have 
spent time off and on trying to figure out if | 
there is any evidence that the gates system (a — 
screening system companies use to filter  . 
ideas) makes things better or worse. We could : 
find no credible evidence either way. 

For many years in the US, the organisation 
with the best gates system was Chrysler. And 
they are in trouble now. It is General Motors that 
is doing the best now. And the way they decide 
what to develop and what not to develop is that 
they have this guy named Bob Lutz who basically 









sations where gates systems are dysfunctional is 
that these suck up enormous amounts of time and 
money. A gate system is very important if you are going to 
build a large, complex thing like an automobile. All the parts 
have to fit together and work, and so, having some sort of inte- 
gration in decisions is important. 

But, in the early go-or-no-go stage, I am very sceptical if 
there is any decision process that increases the odds on suc- 
cess. If you look at the failure rate of the Silicon Valley compa- 
nies, it's unbelievable. At Kleiner Perkins Caulfield & Byers, co- 
founder Brook Byers tells his entrepreneurs to water the 
flowers and pull out the weeds. So, I asked him how he knew 
which were the flowers and which were the weeds, and he 


| said, "We guess, but we have only so much water." I thought 


that was an incredibly honest response. 

So, you do need a screening system so that when a process 
starts becoming overwhelming, that’s what you devote all 
your energy to. In fact, given all the randomness and uncer- 
tainty, one of the philosophies CEO A.G. Lafley has at P&G is to 
get things to market more quickly, and just pull the plug if they 
are not successful. As opposed to endlessly testing and testing. 


E A large, successful consumer products company in India is 
insisting that all its employees — be they technical, accounts 
or marketing people — spend time with customers, and then 
try to bring that consumer reality into the organisation. 
They hope that this will increase creativity and the quality of 
ideas. On the other hand, I also know 
of a leading advertising agency, which 
services that very same client. 
There is a big debate inside that 
agency whether consumer 
knowledge really hampers or 
liberates their creative spirit. 
BB Again, if you want to sell to the ex- 
isting customers and want to 
steadily make slight improve- 
ments, in that situation, watching 
them use your product and ask- 
ing what they want is logical. 
But the worst thing about 
inviting reactions to your prod- 
uct is that most people don't 
know what is possible. And so, 
there is another way to watch 
users that can lead to a lot of 
creativity. Our great Ameri- 
can export, MTV, uses 
ethnography. They go and 
watch how 15-year-olds live, 
watch them in their environ- 





mons , 
innovation 


BUSINESSWORLD 81 6 DECEMBER 2004 










































feature 


ment, and then try 
#39 and find the ‘white 
Mite spaces — the prob- 
lems people face 
that can present an 
opportunity to sell 
them newer products. 
This idea of ethnography is quite an in- 
teresting way to see what customers 
need, and what are all the things that can 
lead out of that space. 

In the book, I have said that it is very 
difficult for us to imagine which new 
technology we would use, and which 
ones we won't. Many of the great ad- 
vances in technology actually seem 
pretty stupid. 

In 1995-96, I was sitting in the office of 
David Kelly, founder and CEO of design 
firm Ideo Product Development, and he 
was saying that the entire pen-based 
computing industry was dead and that 
Apple had wasted a lot of money on that 
and so had one of our clients — Jeff 
Hawkins. Jeff had come up with this the- 
ory of a pen-based PC and said that he 
was going to sell because people are go- 
ing to learn this new system of handwrit- 
ing. And David looked at me and said 
that's the stupidest idea he had ever 
heard. How many people are going to 
learn a new system of handwriting? But 
that is the Palm! It's one of those things 
that seems so stupid that even if you got 
people to use it initially you would still 
think it is stupid. 
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Robert Sutton on why firms need slow learners 


ANY slow learners are what psychologist Mark Snyder calls “low self- 
M monitors" people who are especially insensitive to subtle, and even 

not so subtle, hints from others about how to act. Snyder's studies re- 
veal consistent differences between high and low self-monitors. High self- 
monitors are skilled at observing subtle aspects of what people around them 
are doing, interpreting what it means for how they should act, and, finally, 
acting in the expected way... 

Low self monitors are the opposite. Their feelings and actions are "con- 
trolled by inner attitudes, dispositions, and values, rather than moulded and 
shaped to fit the situation." Even when low self monitors do figure out what 
others expect, even when they do "get it," they will have trouble producing 
the "right" response in sincere and convincing ways. For better and for 
worse, low self monitors are relatively unfettered by social norms. These 
mavericks and social misfits can drive bosses and co-workers crazy, but they 
increase the range of what is thought, noticed, talked about, and done. 

for most of what they do, companies need fast learners who will do 
things as they have always been done. That is how to make money right now. 
But you can (use) slow learners to explore new ways of doing things, if you 
want to break from the past so that you can keep making money later... 

A final point about slow learners is that they can have symbiotic relation- 
ships with fast learners. ...a better solution is to surround slow learners with 
theright kind of fast learners. Most good ideas are developed via interactions 
between people, not by a lone genius. Successful slow learners are often 
paired with one or more fast learners who protect and insulate them, and 
who can translate and promote their ideas. The quirky and independent- 
minded Bill Joy has developed ideas that led to many successful products for 
Sun Microsystems. Fast learners like Sun CEO Scott McNealy leave Joy alone 
to develop his ideas until he needs help translating them into products and 
selling them to others inside and outside the firm. LZ 











(Excerpted from Weird Ideas That Work) 


So if you want incremental improvements in existing 
products, then the idea of doing focus groups and the next 
level of following them around to see what they are doing 
solves the problem. That would be an intermediate level of 
creativity. And then, there is the Xerox PARC quote: “I cannot 
















born yet." The fact is that being close to customers is great. 
But it depends which customers, and you got to be careful not 
to drive off the cliff. 


E One last question. Are creative places 
usually more annoying? 
ll When you want to be creative, 


















ask my consumers what they want. They haven't even been | 








arguing with me all the time. I like doctoral students and co- 
authors only when they agree with me, but then I land up do- 
ing lousy work with them. 

So, there is a lot of inefficiency, and it's no fun hiring people 
you dont like, especially the slow learners and the loners. One 
of my favourite moments of anarchy was at the height of the 
dotcom movement. Dotcoms were doing crazy things like hir- 
ing chefs trying to make the workplace fun. Intel, which in 
some ways is an unpleasant company because it is so tough, 
decided to take fun off its employee badges because Craig Bar- 
rett said there are a lot of things people needed to do at Intel 
that were not fun, to make it successful. I think that is true. 

I think the notion of fun — though important — is some- 
times oversimplified. I was on the dissertation board of a 
woman named Christina Fong. She did experimental re- 
search on product development teams at Stanford to see 
which teams are the most creative. And she kept getting this 
finding that the most creative ones weren't simply happy or 
unhappy. Essentially, they were optimistic and really worried 
at the same time. And if you think about it, to do creative work 


| you need to be optimistic. But if you think it's all going to be 


— there are a lot of things that you 
signs that have to do that are not a lot of 
people are hiring \ "^ ! Know that I would 
too many others rather succeed. But, while 
like themselves — trying to be creative, I am go- 
same hobbies ing to fail a lot. I don't like | 
fighting with people, I would | 

region or rather they agree with me. But 
background when I work with people who are 


good at the creative parts, they are | 


rosy, then you are not going to learn from your setbacks and 
failures, and not worry about all things that go wrong. ii 
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GINA S. KRISHNAN 


HE productive hours of emp- 
loyees are nearly all spent in an 
office. Why, then, has office de- | 
sign been neglected to cold, flu- 
orescent-lit cubicles? As compa- 
nies in India begin to ask this question, 
workspaces are increasingly being de- 
signed with the tasks of employees in 
mind. And internationally, office space 
design is being taken to new heights. 
Last year, the Michigan-based company 
Steelcase, in partnership with IBM, un- 
veiled its office of the future: Bluespace. 
Bluespace uses technology to make 
the workspace interactive and person- 
alised. One of the elements is the Blue- 
screen — à touch 
screen adjacent 
to the computer 
monitor that puts 
users in control of 
their physical and 
virtual environ- 
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ments. Users can adjust temperature, 
airflow or lighting to their preferences. 
An ‘everywhere’ display, which projects 
onto any surface, be it a wall or tabletop, 
transforms everyday objects into inter- 
active displays and frees employees 
from their desktop computers. Even a 
guest badge in the office vicinity auto- 
matically helps cloak confidential infor- 
mation by prompting the ‘everywhere’ 
display to project generic images. 

Not every effective office must come 
up to the science-fiction levels of Blue- 
space. Some, like the Ray & Keshavan 
office in Bangalore, emphasise feelings 
of home and history and even allow for 
work in the great outdoors (see right). 

Each of the workspaces featured 
here have kept the comfort of emp- 
loyees in mind, and have also provided 
effective technology tools. The results: 
offices which bring out the best in em- 
ployees, and at the same time reflect the 
organisation's commitment to create a 
great place to work. * 
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CISCO 


In its Mumbai office 
designed by RSP Archi- 
tects, anybody can sit 
anywhere. Partitions are 
movable. Workstations 
do not encourage storing 
paper; in fact, there is 
no storage space there 
at all. Lockers are assig- 
ned for storing papers. 
For meetings and private 
calls, quiet rooms are 
provided. For relaxation, 
head to the prayer room. 
The office has IP 
phones and Aironet wire- 
less networking, allow- 
ing employees to take 
calls without worrying 
about extensions. The 
concept has been imple- 
mented in over 80 of 
Cisco's offices across 
the globe. "Every ele- 
ment in the office incr- 
eases our efficiency. 90 
per cent of paper that 
we store, we never ever 
look at," says Jagdish 
Mahapatra, manager 
(business development). 





RAY & KESHAVAN 


Sujata Keshavan Guha, 
managing director at the 
well-known design stu- 
dio, has a home next to 
her office, and she takes 
this very seriously. In 
fact, she says the office, 
a heritage building, “has 
to be comfortable, and 
that is why we attempt 
to provide everybody an 
environment which is 
close to home.” Inside, 
you'll also find cutting- 
edge technology. The 
space succesfully places 
modern office tools and 
classic antiques together 
in harmony. 


WORKPLACE 
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The Bangalore-based 
consultant's office was 
designed by architects 
Chandavarkar and 
Thacker to reflect the 
values of this young, 
growing company. Two 
buildings of eight floors 
each house a fast- 
growing workforce with 
80 per cent of the 
employees under 30. 

Open spaces are fil- 
led with vibrant colours 
of youth. The cafeteria 
stays open late, and the 
office provides room to 
stretch — 95 sq. feet per 
person. "The workspace 
reflects the DNA of the 
company: imagination, 
action, joy," says Subroto 
Bagchi, COO. 





vad 









Tad 
"i 7 EM. ^ = Soy s »" , * » * 
BUSINESSWORLD ON EI MBER 200. — var 
4 Cae - r r Ff í 






m, 
ED 


^ SS  — T oa 9 os PURA IE hr 









NDTV India 


awarded 
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at 
The Indian Telly Awards, 2004 























Plugging attrition. Tackling | 
unexpected crises. The | 
men at the helm of five 
organisations outline 
approaches, drawn from 
their experience, to lift the 
spirits at the workplace 
and bring positive results 
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MD, Cadbury India 


NY battle is won or lost by the people 
you have. You can have the best 
brands, but itis the people who 
matter. Even ordinary people do 
extraordinary things in a crisis. During a 
crisis, you can either become panicky or 
you can get up and fight. And, that's what 
our people did when Cadbury was hit by 
the (worm) crisis. 

I was in Bangkok at our annual budgeting meeting then, | 
and thought it was a normal market complaint. When I re- 





turned, I realised it had ballooned into a huge crisis. In such a 
situation, perception is important, not reality, and obviously 
nobody anticipates the media reaction. 

We swung into action immediately. Our internal commu- 
nication had to be strong and effective. We would have 
40 clock meetings in the atrium regu- 
larly, taking every employee into confi- 
dence. We realised that the guys on the 
field would be facing the pressure. So, 
we had to reinforce their confidence in 
the company and the product. We gave 
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Revelling in the daily 


race against time 
Jacques Creteen, MD (Indian 
subcontinent), Federal Express 


N OUR business, we 

race against the clock 

because we sell time. It 

has fresh challenges 
everyday, and you have to 
do whatever it takes to get the job done. 

For me, the most important thing when you join FedEx is 
if you thrive on this way of life. We look for people with the 
passion to interact with others, the passion to get things 
done, who love that excitement of racing against the clock. 

The environment remains stressful, and you need to 
have a good balance. So, we provide training and guidance. 
The better you equip people to do their job, the better they 
will be able to handle the position. A positive stress factor is 
good. We have also started I-Life, a platform for employees to 
plan how to keep FedEx as a fun place. 





Rs 1,000 to all our salesmen to buy choco- 
lates from different outlets and check them. 
If they found a problem, they could tell us; if 
there wasn't any, they could enjoy the choco- 
lates. In this way, the field force reaffirmed its 
faith in us. 
Asa team, we reached out and allayed 
fears. I myself went to all our locations. I was 
surprised to see how even young girls from HR 
went out and met retailers in other towns be- 
cause they wanted to be part of what we called 
‘Operation Vishwas. For three months, thou- 
sands of our factory officers met nearly 200,000 
retailers and explained storage conditions to them. They 
even cleaned out their storage spaces. Our people felt we 
were being unfairly targeted. They took the problem head- 
on, not because we told them to, but because they felt this 
was their company, and that it was their duty to steer it clear 
of the crisis. 
There were three governing principles backing all this. 


HEMANT MISHRA 


| One, listen. If there's an issue, admit it. Two, whatever you do, 


the consumer gets the highest priority. Three, act ethically; 
don't do anything that you'd be embarrassed about later. We 
consider each employee as an ambassador for Cadbury. Be-  . 
fore anybody else, the employees must know what's happen- 
ing, and that whatever the crisis is, we are in this together. 
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Ehave all kinds of informal interac- 
tions at round tables, town meetings 
and during casual encounters. Our 
human resources policies are loaded 
with it. And we have the formal surveys. We / 
have used Gallup for five years now, and it has 

become part of our system of improvement — 

an annual cycle of feedback, analysis, action planning and 
follow up. It is a bit scary (such feedback) because it only 
works if we can give honest, clear, hard, feedback to each 
other on how we all interact as persons. Particularly, the 
twelve engagement-related questions yield very clear feed- 
back on team performance. 





The leader has a significant impact on it, and sees her or 
P. mm — — 








Human resources, Eli Lilly 


NE of the biggest 
challenges facing us 
is attrition. Most of 
the people we lose 
are medical representa- 
tives. A Lilly med rep with 
three years experience 
earns about Rs 2.5 lakh. Our rivals offer them between 
Rs 3.5 lakh-4 lakh. To ensure that our people don't leave, 
we have created alternate career paths. 

Med reps could always rise along the traditional 
sales hierarchy. But now, since last year, they can also 
choose to specialise in, say, cardiology. This does two 
things. It fits in with the trend of specialisation among 
doctors. And, it pushes up the value of the business a 
rep brings in, and lets us revise his compensation to the 
level of an area manager. Also, since Lilly will only 
launch specialised products in India from now on, 
there is scope for med reps to grow in this channel. And, 
of course, if they want to switch to general manage- 
ment at any time, that can be arranged as well. For 
some time now, we have allowed people to range across 
management functions. Movement is usually into re- 
lated areas. From sales, people can move to training or 
brand management or HR or medical. 

We have not solved the problem yet. Our attrition 





+ still hovers around 30-32 per cent. But, I guess, without 


all this, it might have been even higher. 
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LEADERSHIP SECRETS 


himself in the feedback. It is very intimate, if 
done well. After many years of doing this, the 
trust has been established in most teams, as 
the results are clear — teams, which dare to 
look at themselves and define strengths and 
opportunities to improve, become better. 
This year, we have done an analysis, with 
an external consultant of the common be- 
haviours seen in the 20 highest-scoring 
teams. The leaders were interviewed too as 
were the team members. The best practices 
found are available to all work teams. This will allow 
all teams to realise faster progress to higher engagement. 
Forour future leaders, we have in the last few years accel- 
erated learning by assessing them on the Philips Leadership 
Competencies, the common behaviours found in successful 
Philips managers worldwide. Systematic evaluation on beha- 
viour exhibited on the job and in dedicated assessment cen- 
tres helps the future leaders set priorities for their learning. 
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Channelling youth with care 
S. Varadarajan, 


Vice-president (talent engagement and development), 
Wipro Spectramind 





OW do you manage a workforce whose average 
\ age is just 23 years? Where half of your workforce 
is working for the first time? When some of them 
| are working for pocket money, and others still 
balancing college and work? 
| In our industry, the young age of employees is 
throwing up some unique challenges. For instance, 
attendance falls on Mondays. After partying through the 
) weekend, the kids struggle to reach office on Monday. Or 
they might come in late or take too many breaks. 
Such behaviour hurts the company. And yet, we 
cannot blast the kids. They get demotivated, and might 
! evenlose faith in the company. We tackle this problem 
| by inviting any employee 
whose numbers are falling 
for a chat. Once they open 
up, they talk about how 
hard they had been 
working, and how all hell 
broke loose when they 
reported late one day. 
From there on, we make 
them aware about the 
impact of their absence, " 
2  andpepthemup again. . ) 
S 7 
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COMPILED BY NEELIMA MAHAJAN, P. HARI, 
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There are good 
reasons why 
leading recruiters 
are promising a 
rich harvest of 
jobs in 2005. But 
are you ready? 

By Irshad Daftari 


HERE has never been a better 
time to be young and working 


vakar Kaza, president (HR), 
Lupin Laboratories. But hold 
on, don't pop the bubbly yet — 





at least not until you know the reason | 


behind the exuberance of this HR in- 
dustry veteran, who has more than two 
decades’ experience. 

By all accounts, the next year 
promises to be good for India Inc. It will 
be the year when globalisation gathers 
momentum. In terms of growth, service 
industries like information technology 
(IT), IT-enabled services (ITES) and 
business process outsourcing (BPO) will 
lead the charge. In manufacturing, 
pharmaceuticals and textiles compa- 
nies will face important World Trade Or- 
ganisation imperatives. While the onset 
of the patents regime in pharma will 
make the country more attractive to 
multinationals, the removal of textiles 
quotas will expand the market for In- 
dian manufacturers manifold. But will 
these trends yield their bounty in jobs? 

Indias leading head-hunters believe 
that they will — mostly at the entry level. 
Apart from those mentioned above, in- 
dustries that are expected to hire in 


in India than now,” says Di- | 
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The coming surge 








droves are retail, entertainment, media, 
advertising and hospitality. 

You may ask, what's different this 
time? True, these sectors have tradition- 
ally been people-intensive and need 
large cohorts at the entry level every 
year. But industry leaders reckon there 
is going to be a difference in 2005. Be- 
yond numbers, the evolution of the sec- 
tors will create the need for new skillsets. 
And in this search, the faster-growing 
industries are going to be hungrier. 


Skills To Kill For 


Take one of the youngest and fastest- 
growing industries — organised retail. 
Executive search firm Accord Group's 
director Sonal Agrawal says: "Additional 


_ jobs in retail will be created in areas like 


| merchandising, buying, sourcing and 











supply chain." 

In IT, technology infrastructure skills 
— like helpdesk, remote management, 
desktop management, etc. — are be- 
coming important. “The reason is that 
most MNCs are trying to outsource 
technology infrastructure to India,” says 


Bijay Sahoo, vice-president (talenten- | 
gagement and development), Wipro. He 


reckons more than half the industry's 
demand will be for such skills. Next on 
the IT hotlist will be imple- 
mentation skills for enterprise 
applications like ERP and 
CRM. Then would come busi- 
ness intelligence, data ware- 
housing and inter-operability. 
In media, the next year will 
witness the entry of more 
channels — three from Dis- 
ney, business channels from 
NDTV and CNBC (Hindi), and 
a gaggle in regional languages. 
"In media, the bulk of oppor- 
tunities will come on the pro- 
duction side, says Sanjay 
Bharwani, country head at HR 
consultancy Watson Wyatt In- 
dia. Industry watchers reckon 
there could be a lot more jobs 
in media when more foreign 
direct investment flows in. 


W SNAP POLL 
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In BPO, several companies are seek- 
ing to move up the value chain from 
maintenance-related projects to con- 
sultancy ones. And they will need a fresh 
set of talents. While the numbers would 
still be needed for entry-level processes, 
analytical skills are going to be much in 
demand. Even though they may not 
constitute more than 10 per cent of the 
new jobs in the sector, the demand 
could still add up to a respectable 20,000 
| inabsolute terms. 

Even financial firms will be looking 
to man their back offices. Says K.H. 
Venkatachalam, head (HR), Birla Sun 
Life Insurance: "Private insurance com- 
panies that have been around for 3-4 
years will be able to add to domain ex- 
pertise-centred functions like actuarial." 

Pharma and biotech companies will 
need more research professionals, but 
not in substantial numbers. Saumen 
Chakraborty, executive vice-president 
and head (HR) at Dr. Reddy's Laborato- 
ries, says: "Process chemistry skills and 
drug discovery skills will evoke a lot of 
interest in companies." 

Indian companies have been in- 
creasingly looking to gain global pres- 
ence over the past 3-4 years. The pre- 
| ferred methods of expansion, especially 














1. Do you expect a surge 
in new jobs in 2005? 






YES 


Sample: 17 leading recruiters and 
search firms. Figures in % 


Most recruiters and search 
TAKE firms predict a sizeable 

expansion in the job 
AWAY market in 2005 — but 

not a veritable explosion 



















Most banks are looking 
to Tier Il and Tier III 
towns for the next big D 
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push. But getting the tal- i 
ent [pool] to move away P 
from the metros is not a 
possible. ai 
K. Ramkumar, senior 

general manager, ICICI Bank 
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2. Which sectors will create 3. What primary skill gaps 


most of the new jobs? will firms look to fill? 
O IT, ITES and BPO © Analytics (BPO, banking and 
insurance) 
Media and entertainment 
© Scientific R&D 
© Retail (pharma and biotech) 
O Banking, financial services and © Sourcing and supply chain (retail) 
insurance O Workforce trainers (BPO, retail 


and insurance) 


© Global M&A, process integration 
specialists (manufacturing) 


© Auto and auto ancillaries 


Q Hospitality 





Services, and not The new global push will 
white-collar jobs. Job for new capabilities, while 
growth will be slow in new economy businesses = 
AWAY pharma anatextiles, despite AWAY — will focus on managing É 
expectations to the contrary runaway organic growth 2 
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for manufacturing industries, have 
been mergers, acquisitions and joint 
ventures. This, for some, has meant 
looking at people with specific skills to 
help them in the global markets. Says 
santrupt Misra, director (HR), A.V. Birla 
group: "Some sort of legal specialisation 
will be required by companies on cross 
border transactions." 

Consider the case of engineering gi 
ant Larsen & Toubro. The company. 
which hires about 1,000 people every 
year, has inked a series of joint ventures 
overseas and needs to integrate the 
partners' processes with its own. Y.M. 
Deosthalee, chief financial officer, L&T, 
says: "These sorts of people need to 
have leadership quality — it clearly re- 
quires senior-level management capa- 
bility.” Others like Asian Paints and Ran- 
baxy Laboratories believe that their 
global managers need to have the right 
sort of cross-cultural exposure. 


Beyond The Metros 


While some are going abroad for 
growth, others are looking exactly in the 
opposite direction: small-town India. 
The move isn't a wild numbers chase 
anymore. With better infrastructure like 
transport, telecommunications and 
even Internet access, having a branch in 
far-flung areas is more viable now than 
ever before. The trend is significant for 
its huge employment potential. And at 
the vanguard of this wave are service in- 
dustries like banking, BPO and retail. 

The private banking sector alone 
will require at least 25,000 new people 
next year. Of this, 15,000-18,000 will be 
required for retail banking all over the 
country, including in the non-metros. 
ICICI Bank senior general manager 
K. Ramkumar feels that with a move to- 
wards a credit economy, it will be essen- 
tial to have a presence in most towns 
and villages, and for that, investments 
have to be sunk in now. 

Several BPO companies are setting 
up facilities at places like Jaipur and 
Mysore, and with good reason. "High at- 
trition rates in the metros have forced 
BPOs to look at small-town options," 
says Aashu Calapa, vice-president (HR), 
ICICI OneSource. 

The move, however, is not without 
its attendant challenges. How does one 
ensure the necessary skillsets in such 
places? Most small towns don't have the 





skilled manpower 
required by finan- 
cial service com- 
panies. Some are 
: pessimistic on this 
front. Says Ramku- 
mar: “Getting the talent [pool] to move 
away from metros is not possible." 


Manufacturing In The Middle 


While you welcome the demand surge 
from the services sector, remember that 
astaggeringly high share of India's work- 
ing population is still engaged in agri- 
culture and manufacturing. The poten- 
tial for white-collar jobs in agriculture 
has improved of late, thanks to new- 
found corporate interest, yet the incre- 
mental demand is insignificant and 
gauging it remains difficult. 

A resurgent manufacturing sector, 
on the other hand, promises to create a 
far larger spectrum of jobs. Among the 
large manufacturing projects coming 
up, those with the highest potential for 
investment and employment are in the 
metals and mining sector. 





promises to employ upwards of 15,000 
people, should it happen. 


"Hindalcos investments in alu- 
minium will create direct jobs in the re- 
gion of 5,000-10,000. These will create, 
in turn, a lot more jobs indirectly," says 
Misra of A.V. Birla group. 

While the big picture 


The Posco-BHP inte- seems rosy, thorns be- 
grated iron and steel pro- | Our capacity come apparent on a closer 
ject is one such example. expansion in view. Industry watchers 
With phased investments | Hindalco alone will believe that smart manu- 
of $8 billion, the project add nearly 5,000- facturers will source capi- 
: tal goods from China. 

10,000 new jobs. Apart from automobiles 





Santrupt Misra, director 
(HR), A.V. Birla group 
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and auto ancillaries, the 
other manufacturing in- 
dustries wouldn't see a sub- 
stantive increase in manpower. 
Conventional wisdom sug- 
gests that once the WTO imperatives 
come into play at the beginning of 2005, 
the pharma and textiles industries will 
create a huge number of jobs. However, 
that might not be the reality. 
says Novartis HR head Kausik 
Sarkar: "Multinational pharma compa- 
nies are likely to wait for at least another 
year to see how things shape up. [Jobs in] 
the sector will probably pick up after one 
cycle." Firms like Teva and Sandoz — gi- 
ants in generics, the fastest-growing 
pharma segment — have already got 
manufacturing facilities here and, 
hence, won't add to the numbers in 2005. 
In the fragmented textiles industry, 
most companies are still unsure what to 
make of a quota-less world. Additional 
jobs are going to be predominantly for 
managing back-ends — in areas like 
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BPO firms will con- 
tinue to draw talent 3 
from sectors like 
FMCG, banking, 


telecom and retail. 


Aashu Calapa, V-P 
(HR), ICICI OneSource 


supply chain and sourcing. But that 
wouldn't add to the ranks significantly. 


Fast-Moving Jobs 


Then there's the old favourite of job 
hunters — fast moving consumer goods 
(FMCG) companies. The impact of slug- 
gish sectoral growth is already being 
seen on the FMCG managerial cadre, 
from which a number of sectors are 
poaching. The demand is coming as 
much from pharma and banking as 
from telecom, ITES and retail. Sanjay 
Badhe, director (operations), Shopper's 
Stop, says: "The [retail] sector will look to 
hire FMCG and durables managers, 
who understand processes better." 

What's most sought after is experi- 
ence in operations, logistics, sales and 
project management. Says Sarkar, who 
was formerly with GE Capital Services: 
"People with a background in FMCG 
sales take on the role of business devel- 
opment managers in BPOs." 

FMCG companies, however, are not 
the only ones bleeding talent to BPO 
and ITES. The latter have been raiding 
from the deep talent pools of banking 
too. Back-of-the-envelope calculations 
suggest that private sector banks could 
lose as much as 8,000-10,000 of opera- 
tions and analytics personnel to the 
BPO operations of investment banks. 

All this is ensuring one shift: the In- 
dian workplace is going to be vastly dif- 
ferent in 2006 from what it is today, in 
quantity as well as in quality. But we 
have 2005 to think about in the middle, 
dont we? And there's the little thing 
about uncorking the bubbly... W 
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Human resources 


GRE P 


CEOs view HR 

as the next big 
differentiator in 
business. For that, 


HR will need to 
fundamentally 
change the 
way it works 


BELIEVE human resources is in cri- 
sis. We have had a series of semi- 
nars across the Asean market, with 
leading organisations and shared 
views and thoughts of HR leaders 
across that region. Some would call it a 
challenge, but from my perspective, 
there is a crisis in HR. 

Today, HR is not as well connected 
as it should be with business. HR is fabu- 
lous at doing the work ofa personnel ad- 
ministrator, of making sure that organi- 
sations comply with the letter of the law. 
But the concept of becoming a provider 
of value-adding services to the business, 
of becoming a business partner that un- 
derstands where the organisation is go- 
ing, or even to take a leadership position 
— so that it can justifiably sit at the 
board table with the CEO and the board 
of directors and chart new directions for 
the organisation — is sadly lacking. 
There is a lot of talk about it among a 
number of organisations and leading 
HR professionals, who are starting on a 
journey towards HR leadership. 

There is a crisis now because the 
market is moving far more quickly than 
the HR function, and organisations that 
are unable to respond to those changes 





HEMANT MISHRA 


are being left behind. Some examples of 
that would be classically in India, where 


organisations are recruiting tens of 


thousands in a matter of months and 
don't even have the facilities to onboard 
them and get them in place. 

Our skill sets are changing rapidly, 
our requirements for new skills are 
upon us and we are recruiting based on 
personality, because we don't have the 
time, or the opportunity to find the right 
skills, to solve those problems. So, | 
think HR is at risk in both ways: not only 
from an internal functions perspective, 
but also because human capital in or- 
ganisations is at incredible risk. 

Human capital is being seen by 
CEOs as a kind of last frontier. We have 
tried technology for competitive advan- 
tage, we have upgraded plants, but all of 
those give us only a small window of op- 
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portunity and differentiation in the 
market place. 

Differentiation is the key, and we will 
get differentiation only through effec- 
tive use of human capital. And at the 
moment, and for the foreseeable future, 
human capital is at considerable risk. 
The good people will not stay anywhere 
for more than three years unless we pro- 
vide them with an agenda that will help 
them grow and make their careers. 

The Generation X and Y employees 
will stay with you as long as they can 
learn, do motivating and challenging 
work, and are surrounded by people of 
that ilk. If we don't continue to provide 
them with challenges that make them 
learn, they will quit. 

We have got examples in the Banga- 
lore marketplace of organisations 
poaching staff. They are paying three 


Wayne Peat is the Regional Human ` 
Capital Leader for IBM Business 
Consulting Services in the 
Asean/South Asia region. 
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times the market rate for the business. It isn't about talk- | centres, case management talks, etc. We 
same set of skills. That's HR is fabulous ing the talk; it is about | haveseena wave of technology-led ERP 
going to cause a tremen- as a personnel walking the talk. implementations over the last 5-10 
dous crisis in HR, and administrator. But I see the HR func- | years. Most organisations we are talking 
also cause a problem tion splitting its com- | to right now cannot differentiate the 
for organisations be- services to the business, petencyintothreekey | value that these investments have 
cause, in our view, it is or a business partner areas. The new | broughtto the organisation. It has sim- 
unsustainable. We who understands where agenda is around HR | ply allowed them to stay in the game, 





have pressure in our 
market place in India, 
because countries like Viet- 
nam, the emerging 
economies, and Eastern Europe are 
poaching jobs that we have considered 
to be ours for the last two or three years. 
So we have increasing cost issues that 
we need to confront. India used to be a 
place where high quality, articulate, 
well-educated labour was available at 
low cost. This is now being taken away. 
So, two things have to be addressed: the 
HR function needs to transform, and 
the way that we look after our human re- 
sources in our organisations also needs 
to be looked at in a far more holistic and 
long-term manner. 

But then, how does HR need to 
transform itself? I believe the new HR 
agenda is no longer about being a tacti- 
cal responder within the organisation. It 
is about taking a leadership position in 
the HR space. It is about deciding what 
the organisation values HR to do. It is no 
longer about initiatives. It is no longer 
about programmes. It is no longer about 
being an administrator and having large 
numbers of people employed to do low 
value added tasks. 

The new agenda of HR is about ser- 
vice level agreements. It is about under- 
standing the business and delivering on 
those in a way we would deliver on a fi- 
nancial perspective of a business, like 
delivering a profit-and-loss statement 
every month. If human capital is the last 
frontier, our last competitive advantage, 
why are most organisations reporting 
on the health of the human capital only 
once a year? Why not make it twice a 
year? Human capital professionals need 
to get far better diagnostics. They need 
to understand what's happening in the 








the organisation is 
going, is still 
missing 





governance. So it is 
programme direction, it 
is policy — how do we get 
consistent and _ simple 
processes that meet the needs of our 
fast-growing organisations? HR gover- 
nance is the key, and a lot of corporate 
HR people we have today don't have the 
competency to operate in that space. 

The new agenda is about how you 
embed and apply a global policy into a 
local environment. We need HR profes- 
sionals who are no longer HR graduates. 
Instead, we need business professionals 
thinking about the HR agenda in the 
business unit, so we can link what is 
happening — from a strategic perspec- 
tive and a business perspective — and 
how it fits into the HR agenda. 

And the third piece is about doing 
more with less. As long as HR is consid- 
ered a cost centre, it will be beaten up to 
deliver administrative services for as 
lowa cost as possible. As long as we con- 
tinue to take the things at the business 
end and continue to do those, HR will be 
seen as a low value adding cost centre 
that is at a risk of being outsourced 
along with IT, administration and pro- 
curement. So the new agenda for HR 
service delivery is about high tech, not 


without helping differentiate the busi- 
ness. 

I think what we are going to see in 
the new agenda is that technology will 
only be used to enable 'people 
processes. How do we get information 
to our people more quickly to right peo- 
ple, at the right place, and at the right 
time? At IBM, we call it on-demand. 
From the employee's perspective, if I 
need to know about my records, where 
do I go for that information about my- 
self, about the HR policies and prac- 
tices? We see those services increasingly 
being delivered through technology-en- 
abled processes. If I have a personnel 
issue that I need to talk to HR about, we 
could rely on the use of the contact cen- 
| tre and case management tools. When 
you have a problem with your com- 
puter, you call a contact centre and that 
call is monitored for training purposes. 
HR will follow a similar process. 

Experts must cover HR. It doesn't 
matter where they are located — it may 
well be in India, it could be somewhere 
else. What is important is that HR prob- 
lems are dealt with professionally, 
promptly, and are tagged in a way that 
can then be reported back on to the 
business. Like our monthly financial 























high touch. checks, we can also develop a 
No longer can we afford to monthly human capital 
have hundreds of people in We need HR check. The diagnostics that 
HR delivering these sorts professionals who we have to support that 
of administrative ser- € gata eme would go through the 
i it e n i à 
vices. Now, it's about prot nals to UAA number of interac 





using enabling tech- 
nologies to help take 
HR services to employ- 
ees, retirees and poten- 
tial recruits. Like, for in- 
stance, using Web-enabled 
portal technology, contact 


tions, the quality of 
about the HR agenda, who 
can link what is happening | ‘ose interactions and 
from a strategic and busi- / the information that is 
ness perspective, and being provided through 
how it fits into the those channels. A 
HR agenda Sos d 


(As told to Indrajit Gupta) 
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Do you need to 
bring order to 
your chaotic 
worklife? Here 
are some nifty 
solutions. 

By Charles Assisi 


WOULD you hear me out if I told you 
that I know a few tricks? And that those 
tricks can solve some of your problems, 
make you look cool and earn you a few 
brownie points with the missus at 
home? I'd be naive to assume that any 


reasonable human being would pass off 


my offer. On the back of this reasonable 
assumption, therefore, allow me to play 
Agony Uncle and give you uncommon 
solutions to common problems. 


e Problem 1: Carrying a laptop 
stresses me out 

P Solution: I'd think so too. Anybody 
who fancies lugging a beast that weighs 
close to 3 kilos ought to be loony. Sane 


folks like me carry the Apricorn 
EBM40 instead. 

This portable hard 
disk — the size of a con- 
ventional PDA (Per- 
sonal Digital As- 
sistant) — fits 
snugly into 


my pocket 
and allows 
40 GB of stor- 


age. That's the 
kind of space which ex- 
ists on my desktop in office to 
archive all my software, work, email, 


music, photos and everything else that's | 


digital. With this little device in my 
pocket, though, I carry all of my office in 
it. At $259 (Rs 11,914), I think it's one of 
my best buys ever. 

When the EBM40 is plugged into 
your machine, software bundled with it 
throws up a few options. My favourite 
allows you to create a clone of your ma- 
chine. Imagine you're travelling on work 
and have to make a presentation. Or 
worse, access confidential data from 
vour machine. Well, simply plug the 
EBM40 into the USB port of any PC in 
the vicinity, and use it 
like vou would use a 
computer back home. 
Adding grunt to this de- 
vice is Cryptainer. This 
idiot-proof software 
provides virtually im- 

pregnable encryption. 

You can be assured 
vour data will remain 
inaccessible to every- 
body, except you. 


e Problem 2: I 
still need a ma- 
chine 
> Solution: Stop 
whining, and get 
yourself a ma- 
chine then. But 
do your back 
and shoulders a 
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favour 
though, and 
buy an ultra- 
portable — like 
Dell's Inspiron 
700m. I've been playing 
with one of these for some 
days now, and must concede 
I'm delighted. 

At just about 1.6 kilos and 
Rs 85,000, it is one of the lightest and 
cheapest machines I've ever tinkered 
with. Unlike many other ultra-portables 
that steer clear of optical drives, this one 
ships with a DVD burner. A word of 
caution though: its batteries run out of 
juice in about two-and-a-half hours. 
Pick a spare one. It'll come in handy on 
long flights. 


e Problem 3: I need my secretary 
with me — 24/7 

P Solution: Much like all the data you 
carry in your pocket, I'd highly recom- 
mend carrying the secretary in your 
pocket. To do that without upsetting the 
missus, may I recommend Apples out- 
rageously popular iPod? The sleek little 
MP3 player, which you thought teeny- 
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boppers carried around to play music, 
ships at Rs 13,800 if purchased abroad. 
So how in the world do you make a sec- 
retary of an MP3 player? Here's how... 

E To start with, I use the iPod to store 
contact information. Names, addresses, 
telephone numbers and email IDs of 
my associates go into it. This eliminates 
the PDA. 

@ When I bought the iPod, I also got 
myselfa voice recorder (Rs 2,188) from a 
company called Belkin. This little piece 
of hardware plugs into the iPod and al- 
lows me to do various things. For 
starters, when I sit through meetings, I 


leave my iPod with the voice recorder | 


on. The 40 gigs of space on it allow for 
endless recording. At times when I'm 
too tired to put my thoughts down on 
paper, I simply talk to the iPod which 
records all of it in meticulous detail. 

ll When I return to office, I dump the 
voice files into my machine for further 
reference. 

lil On occasions when I need to review 
meetings or my thoughts while driving, 
I use a Belkin tape adapter. This ingen- 
ious contraption connects the iPod into 
my car deck, and I drive much the same 
way I would while listening to music. At 








Rs 975, it comes cheap. 

@ By the way, I also listen to music. | 

wonder, how many secretaries sing 
for their bosses? 


€ Problem 4: I can't handle the 
correspondence 

> Solution: Get software. I use 
Dragon Naturally Speaking 8. It allows 
me to respond to a few tonnes of email 
everyday, create new documents, draft 

proposals, surf the Web and, 

best of all, transcribe voice 
memos from my iPod into 

text files. 

This voice recognition 
software has been around for a 
few years now. In its latest avatar, it 
does a damn good job of recognising 
Indian accents. So when my hand aches 
and I don't want to type anymore, I sim- 
ply talk tomy machine. Dragon does the 
rest and gets it right almost 98 per cent 
ofthe time. Not bad, I'd say! 

Various versions of this software 


exist upwards of $99.99 (Rs 4,600). The 


flavour you want sets the tone for the fi- 
nal price. For instance, if you are a legal 
professional, you may want to buy a ver- 
sion that is optimised for your profes- 


| Sion. Alternatively, there is a version op- 





timised for India that can blow a hole in 
your pocket the size of Rs 24,000. 


€ Problem 5: I can't keep pace 
with information 

> Solution: I couldn't too, 
until a year ago. That was 
the time when I relied on 
customised newsletters to 
fetch me information on ar- 
eas of interest. Over time though, 
there was more spam than 
newsletters and each morning, I'd 
delete over 95 per cent 
of what came my way. 

Enter RSS (rich site 

summary) feeds or 
news bots. I like them 
for three reasons. Firstly, it delivers 
spam free news. Secondly, these news 
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feeds come to me at a time I choose. And 
finally, RSS readers use the pull model to 
subscribe and retrieve data, as opposed 
to email, where somebody pushes in- 
formation into my inbox. 

How it works is fairly simple. To start 
with, choose an RSS reader. | use Sauce 
Reader (free downloads available at 
synop.com/products/saucereader). 
There are quite a few of these available 
like Intravnews, Bloglines, Blogstreet 
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Info Aggregator, etc. Having done that, 
you configure the reader to keep track of 
sites you frequent regularly by pasting 
the respective web sites in the desig- 
nated space. That's it. 

The bot now gets to work and 
fetches content from the sites of your 
choice, sorts it into various folders de- 
pending on categories you specify, and 
presents them for perusal at your con- 
venience. You can even choose to search 
within a category by topic, keyword, 
when it was created, status, etc. Things 
dont get easier than this. 


@ Problem 6: There is way too 
much spam 


> Solution: I'm not sure bullet-proof 


solutions exist for this problem. But 
with a little bit of luck, I think you ought 
to be able to circumvent a huge part of 
the problem. 

First things first, get rid of Outlook. It 


is one of the most overrated pieces | 




























| The 30-odd 





| is one of my 








| ask them to configure the 


of software, I'd think. 
Instead, try a so- 
lution like 
The Bat! 
(www.rit- 
labs.com). 


dollars I 
spent on it 
some years 
ago, | reckon, 


best software N 
investments (the 
professional version 
costs $42). Unlike Out- 

look, The Bat! does not allow viruses — 
embedded so often in spam mail — to 
get past you. When an infected attach- 
ment enters your inbox, The Bat! simply 
refuses to let it take over — unless you 
allow it to. 

It also contains an anti-spam plug in 
called Bayesit. Spend a little bit of time 
training this plug-in to recognise the 
kind of spam you receive. Trust 
me, the time you spend will 
be well worth it. 

And finally, pick up 
the phone and call the 
folks who manage sys- 
tems in your organisa- 
tion. Holler at them and 


proxy servers such that 
spam is blocked at the server 
level —and doesnt find its way to 
your machine. 


@ Problem 7: My new phone is 
too clunky 
> Solution: Obviously! Any gadget 
that packs in a phone, a PDA and a 
camera into a single device ought 
to be clunky. Worse still, it 
doesn't do anything right. 
Phones are meant to com- 
municate. PDAs are meant 
to help organise. And cameras 
click pictures. 
The moral of the story: go 
back to basics. 
Get a phone that lets 
you talk and connect 
your ultra-portable to 
the Internet. I'm done 
with PDAs, though. 
Like I mentioned earlier, my 
iPod serves the purpose. As for cameras, | 
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| ususally lug around a 

Sony Cybershot P73, which I picked 

| up at Singapore's Changi Airport for 
Rs 13,500. 


e Problem 8: The missus isn't im- 
, pressed yet 
> Solution: A few weeks ago, I saw a 
little toy called the Roomba, built by a 
company called iRobots. It's still to gain 
traction across the world. 
But itimpressed me enough to put it 
on my list of potential acquisi- 
tions on my next jaunt 
abroad. Priced at $299 
(Rs 12,853), this lit- 
tle device is a ro- 
bot that cleans 
your floors. 
When you let it 
loose, it scours the 
environment and 
goes all over your floor 
space including 
the difficult-to-reach 
spaces like underneath your 
chairs — measures the amount of 
dirt around and simply cleans the 
mess. When its batteries start running 
low, Roomba is intelligent enough to 
get back to a power source and charge 
itself up. 
If this doesn't impress the missus, 
I'm not sure what will. 


@ Problem 9: I don't look cool 
enough 

> Solution: Implement all of the 
solutions described above. E 
Charles Assisi is editor 
of Intelligent Comput- 
ing CHIP. You can send 
your comments and 
queries to him at 
charles.assisi@ 
chip-india.com. 
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GREAT PLA 
C 
10 WORK 200. 


If your companys 
culture stinks, can 
it be changed? 
Business writers 
weigh in. 

By M. Rajshekhar 


HIS is the story of 
Anil. He works in a 
company that, fra- 
nkly, isnt a great 
place to work. The 
boss yells at employees. The 
employees whine about 
each other, sometimes sec- 
retly, sometimes openly. Co- 
nsultants use phrases like 'in- 
ward-looking' to describe it. 
Anil wishes that things were different — 
that his firm was a great place to work. 
Googling and browsing bookshops 
throw up a confusing array of answers. 
Great workplaces seem to stand out for 
many reasons — from office design, to 
compensation policies, to organisa- 
tional structure, to diversity, to work-life 
balance, to learning to... Some compa- 
nies offer all of these. Others, hardly any. 
And yet, they are all great places to work! 
Anil concludes that all this is trivial. 
Mere symptoms of something larger 
that is lurking in the background: the 
corporate culture. From there, he makes 





Wayne Brockbank, clinical professor of 
business at the University of Michigan 
Business School, who describes culture 
as the collective hard-wiring of the 
mind, a common way of thinking that is 
translated into integrated ways of be- 
having. Brockbank also divides corpo- 










rapid strides. He reads online articles of | 


BOOKMARK 





Rewiring culture 


rate cultures into two lots — internally 
focused and externally focused. The first 
lot focuses on operations. The latter, 
tightly integrated around the market- 
place, focuses on identifying, forming 
and adapting to important trends in the 
marketplace. Naturally, it is the latter 
that survives and thrives over time. 

To Anil, it is obvious where his com- 
pany fits. And so, he comes to the 
biggest question ofall: can the culture in 
his company be changed? It is a staid 
place surviving on incremental innova- 
tion. Going by what Brockbank says, it 
won't be around for long. 

Brockbank thinks culture can be 
changed. The first principle of culture 
management, he says, is that 
people across the company 

should be in touch with the 
marketplace. Others are less 
sure if it can be changed. 
Last year, Edgar Schein, 
one of the most influential 
thinkers on organisation 
culture, came out with a 
book called DEC Is Dead, 

Long Live DEC (Berrett- 

Koehler). DEC began, un- 
der founder-engineer Ken Olsen, with a 
hardcore engineering ethic that prized 
innovation and problem solving above 
everything else. It flourished for three 
decades. But, as the market changed 
and computers slowly became com- 
modities, DEC failed to make the cul- 
tural transition — from prizing innova- 
tiveness to a more operational focus. 

Culture is hard to change, Schein be- 
lieves. A culture of innovation doesn't 
scale up. Nor is it easy to make a mature 
corporation in a mature mar- 
ket economically effective 
and innovative. As a com- 
pany grows, he believes, it 
must break away small units 
that continue to innovate or 
abandon innovation as à 
strategic priority. 

Kind of like Ken Ku- 
taragi. In Leading The 
Revolution (Plume Press) 
Gary Hamel talks about 
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people working 
in large compa- 
nies which flouted 
corporate rules 
and came out with 
real creative break- 
throughs. At Sony, Kutaragi developed 
the idea for the Sony Plavstation and 
was laughed down by his bosses. He 
persevered nonetheless. Robert Sutton 
(See'StopWatching Over Creative Work 
ers, page 78) describes Kutaragi as à 
"slow learner of the organisation code" 
— à person who questions accepted 
wisdom. Sutton' recipe for kickstarting 
innovation is a simple one: workforce 
diversity. He says in his book, Weird 
Ideas That Work (Free Press): "Compa 
nies need fast learners who will do 
things as they have always been done. 
[hat is how to make money right now. 
But your company can benefit from 
slow learners if vou want to explore new 
ways of doing things, if you want to 
break from the past so that you can keep 
making money later." 

More questions are popping up be- 
fore Anil. In 1981, Charles Handy quit 
working for a large corporation and be- 
came self-employed. In The Elephant 
and The Flea (HBS Press), he outlines 
through his story how the nature of em- 
ployment itself is changing, with com- 
panies (elephants) increasingly relying 
on a free-floating population of special- 
ists (fleas). In a world of shifting work- 
forces, can a shared corporate culture 
be maintained? 

As Anil thought about all this cul- 
tural churn, his boss was beginning to 
wonder what he was up to. As a result, 
his appraisal suffered "Forever sneaking 

into bookshops," the boss 
commented. "Is forever 
thinking about stuff not 
related to his KRAs (key re- 
sult areas)." Fed up, Anil 
leaves, taking his new- 
found ideas with him. Just 
another reason why Robert 
Sutton says companies 
should not monitor their em- 
plovees too closely. LÀ 
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Superfluous distinctions 


HE public issue of Tata Consultancy Services 
attracted half a million applications from 're- 
tail’ investors. The Oil and Natural Gas Corpo- 
ration issue attracted 567,000. The NTPC issue 
attracted 14.1 million. Seeing their response, 
the Securities and Exchange Board of India (Sebi) has in- 
creased their quota in public issues from 25 to 35 per cent. 
It also redefined retail investors as those whose applica- 
tion was under Rs 100,000 instead Rs 50,000. 

These investors are an ancient tribe; once they used to 
be known as small investors. They used to swarm in thou- 
sands around such speculative issues as those of Reliance 
in the 1980s. There was a special reason for this. The con- 
troller of capital issues used to fix prices of public issues; 
he based the prices on past 
profits of companies, and thus 
underpriced shares of compa- 
nies expected to do better in 
the future. So investors could 
confidently expect that the 
market price of the shares, 
once listed, would be far above 
the issue price. In other words, 
an investor could multiply 
money within a few weeks if he 
got an allotment. Naturally, in- 
vestors applied for more shares 
than were to be issued. So the 
government imposed ration- 
ing: no one could get more 
than a certain number of 
shares. To increase their allot- 
ment, investors made multiple 
small applications. These mak- 
ers of multiple applications were christened small in- 
vestors. They were in a lucrative business; vested interests 
grew up around it. Politicians would bat for them and pro- 
tect their interest. That is how they came to be deified. 

This business of easy money should have died when, 
in 1992, the government abolished the controller of capi- 
tal issues and abolished issue price fixation. But in the 





great stockmarket boom of the early 1990s, too much | 


money was chasing too few issues. The market price of 
some shares climbed immediately after public issue. That 
kept ‘small’ investors applying; and ever sensitive to polit- 
ical advantage, Sebi created a quota for them. 

Now that the stockmarket is booming, small investors 
are again attracted to it. Sebi has made it so difficult to 
make a public issue that only rock-solid companies are 
able to make one. Because there are so few, they are being 
oversubscribed. And — most important — listing at a 
premium has returned. That means automatic profit for 


an allottee, and the return of multiple applications. Sebi | which Sebi should apply its attention. 





encourages them by keeping a part of the allotment for 
retail' investors. 

The strike price of issues is fixed by book-building, 
which is a kind of auction. If the auction were perfect, the 
issue would not go into a premium on listing. Here, Sebi 
introduces systematic imperfection. The quotas for dif- 
ferent investors mean that their chance of getting an allot- 
ment depends on their caste; the highest bidder cannot 


_ be sure of getting an allotment, so highest bidders do not 


Sebi has brought back under- 
pricing of share issues, and 
barred the primary market to 
new and small companies 





bid. When the finance ministry abolished control of issue 
prices, it meant to abolish profits arising from underpric- 
ing. Sebi has brought them back through the back door. 
Today's paperless trading ensures that, in theory, a 
subscriber could apply for even one share at a price of his 
choice. The strike price is de- 
cided in such a way that any- 
one who bids more than it 
would get an allotment even if 
he applied for only one share. 
So small investors could get al- 
lotment today without any 
special arrangements for 
them. The rationing system set 
up by Sebi only panders to a 
political lobby, and brings 
profits to multiple applicants 
at the expense of the issuing 
company. As it is, there are too 
few public issues; the under- 
pricing that Sebi imposes on 
them raises the cost of capital 
to companies and reduces 
public issues even further. 
Instead of pandering to the 


_ mythical small investor, Sebi should allow experiments 





in the auctioning of public issues. Auction theory is a 
live area in economics, and many experiments are being 
tried out round the world — the Google public issue was 
the latest amongst them. Let India, too, be a laboratory. 
The primary aim should be to give the issuer the market 
clearing price. 

Instead of creating an oligopoly of so-called qualified 
institutional investors, Sebi should define such qualifica- 
tions for public issue applicants that the smallest individ- 
ual investor can easily take part in an issue auction. It has 
already given every investor a code. Now, it needs to cre- 
ate a mechanism by which investors can apply for an is- 
sue without locking up their investment: it would involve 
an automatic debit to their bank accounts at the same 
time as they are allotted shares. For all its perfection, the 
Indian stockmarket raises little money for companies, 
and none for new and small companies. It is this failure to 
z 
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Next time you go to Europe, try something new. 


Start with how you fly. 2l. 
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Keep discovering. Emirates 


www.emiratesindia.com Over 70 destinations worldwide 
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For more details contact your local travel agent or call Emirates in Mumbai 2879 7979 
Kerala: 0484-238 2829, Gujarat: 1-600-212020 (toll free), Karnataka: 1- 
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World class IT infrastructure. 


At half the cost. 





kerala 


technopark 


harmony at work 


www. technopark.org ) 


India's first IT Park to be assessed at Level 4 of CMMI 

15 lakh sq.ft. /156 acres of inspiring lush greenery 

Home to 65 companies/6500 software professionals 

Majors include Infosys, TCS, Allianz Cornhill and Tata Elxsi 


5 kms from Thiruvananthapuram airport 


A Kerala 


INFopark god's own e-state 


smart space KOCH! www.keralaitmission.org 
www.infoparkkochi.com 





Aerial view of Technopark 








" 17 lakhsq.ft./200 acres 

" llakh sq.ft. operational/3.5 lakh sq.ft. being commissioned 

x~ Direct OF to the gigabyte router of VSNL's International Gateway 
~ SBC, aplug and play incubator for start-ups 


" 10 kms from Kochi airport 
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Image of the upcoming, state-of-the-art building at Infopark 


Kerala offers: = Highest density of science & technology personnel ~ Lowest attrition rates 


~ 15 Gbps bandwidth support ~ Operational costs lower by 50% ~ Pro-enterprise Government 
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Successive labour 
ministers and sundry 
politicians have made 

a mess of the way your 
retirement savings are 
managed 
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working may still be a mystery to us. But not the workings of industry and business. 


mess Unit, we can dip into the industry knowledge that the Tata Group has acquired 
industrial group. Couple this with our strengths in the field of telecommunications 
on uniquely equipped to deliver breakthrough business communication solutions. 


g up our expertise is our vast experience. We know the challenges and the needs 
of different businesses simply because we've provided real time telecom solutions 
over 3000 clients across industries. And backed them with comprehensive. SLAs. 








s industry groups and we have a specialised team catering to the diverse needs of 
can be sure of a communication solution that is tailor-made for your business. 





erstands your language, call our business representatives at Tata Indicom Enterprise 
t *9| 22 56644000 or log on to our website at www.tataindicomebu.com 
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lebrate Life/ 
m: 


Celebrate the goodness of nature. 
Celebrate a new spirit. 
Celebrate a new beginning. 
















A new day, a new challenge, a new 
opportunity and living life to the fullest. 
One needs to be prepared. To be 
healthy both in mind and body. 


And who knows it better than us. For 
120 years Dabur has been bringing 

the goodness of nature in 
different forms to help you be 
healthy and stay ahead. 


With these wishes we, at 
Dabur, now come to you 
in a new form to help 
celebrate health. 

Celebrate life. 


Say YES to Growth. 


YES BANK is an outcome of 
professional entrepreneurial commitment 


Th d of our promoters, Rana Kapoor and 
e oor to Ashok Kapur, who have a proven and 
demonstrated track record in the Indian 
a better tomorrow, Banking Industry. This commitment 
has been strengthened by financial 
support from Rabobank Nederland 


Is now open. CVC Citigroup. AIF Capital an 


ChrysCapital 
We are Open for Business. 


We provide comprehensive banking 
and financial solutions across Corporate 
& Institutional Banking, Financial Markets 
Investment Banking, Business & Transactiona 
Banking and Retail Banking & Wealth 
Management 


We are Open to Knowledge. 


We view banking as a Knowledge 
industry. Our bankers are industry experts 
from sectors like Food & Agribusiness, Life 
Sciences, Telecom, Media & Technology 
Infrastructure, Manufacturing and Textiles 


We are Open to Technology. 


Our technology partners and service 
providers are Active Partners. This ensures 
proactive, on-demand support to meet our 
growth requirements 


We are Open in our Transactions. 
Our foundation has been inscribed 
with stringent Corporate Governance 
measures. Here transparency, disclosure and 
accountability have paramount importance 
We are Open to Responsible Banking. 
We are focusing on sustainability and 
social responsibility, as we aspire to be a 
role model institution in Responsible Banking 
At YES BANK, we believe that all a bank 
needs to grow your business, is to be Open 


EXPERIENCE OUR EXPERTISE 


BANK Limited. Regd. & Corporate Office: Nehru Centre, 9th Floor, Discovery of India, Dr. A.B. Road, Worli, Mumbai 400 018. India. Tel: +91(22 1650/069 +91(22) 2490 0314 
Northern Regional Corporate Office: 48, Nyaya Marg, Chanakyapuri, New Delhi 110 021, India. Tel.: «91(11) 5168 0140-43. Fax: +91/11 0144. Wi le. www.yesbank.co.Nt 
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Reeling The Big Fish 


Q It seems that BW has a fresh catch on 

its cover — the financial entity of the future. 
(‘The Rise Of The Financial Conglomerates, 
BW, 29 November). These new financial 
giants will definitely benefit investors, 
provided they are well-regulated. But the 
regulators are slow as always, and if they 
don't work soon they may ruin the catch 
for everyone. Hopefully, these new 
powerful bodies will force the regulators 
to grow up, be fair and streamline their procedures. 


A.J. Sahayam, via email 


PIE IN THE SKY PROMISES 

Air Sahara has started gearing up its 
expansion and publicity without adeq- 
uate preparations. Because of this, its 
various promises have not been kept 
and its services have suffered (‘All 
Routes Lead To Hyderabad’, BW, 22 
November). The inadequate infrastruc- 
ture at its proposed Hyderabad hub is 
just one example of this behaviour. 

I travelled by Air Sahara on flight 
S2-223 from Mumbai to Kolkata on 20 
June 2004. The flight was delayed by 
two hours, and under the scheme of 
"We pay if we delay’, I submitted a dis- 
count form. I have still not received a 
cheque. I have sent many emails to the 
airline and have spoken with a custo- 
mer service representative at least four 
times, but I have only received prom- 
ises. Why does Air Sahara make prom- 
ises that it is not capable of keeping? 
Dipak Sheth, Mumbai 


THE MAN BEHIND THE SUCCESS 
Your article ‘The Real Mr Premji’ (BW, 
22 November) must have shut the 
mouths of the papparazzis, whose only 
job is to look for ‘masala’ and create 
unnecessary controversies. Thank you 
for such a detailed article. 

S. Banerjee, posted on BW website 


AIR-INDIA RESPONDS 

The story ‘Costly, Dusty Planes For 
Lease,’ (BW, 15 November) is bereft of 
facts and replete with twisted inter- 
pretations, thus conveying an erro- 
neous impression that the decision of 
Air-India (A-I) to lease the B777- 















| the correspondent had cross-checked 


the information with A-I, rather than 
bank entirely on unnamed “industry 
sources”, she would have realised that 
the decision to take on lease three 


. Boeing 777-200ERs is neither hasty, 


nor are the aircraft dusty. 

The decision to lease MCLR aircraft 
was taken in July 2004 and two aircraft 
are due for delivery in December 2004 
and one in March 2005. Five months 
can hardly be called a short period, 
considering that this has been the 
average span of time that A-I has taken 
for leasing 16 other aircraft in the past 
four vears. Further, all procedures 
connected with leasing were strictly 
adhered to: issue of tenders, evaluation 
of technical bids, inspection of aircraft 
by engineers, consideration of financial 
bids and negotiations with the short- 
listed party. A decision could be term- 
ed hasty only if shortcuts are taken to 
finalise the placement of order. 

The story speaks about the aircraft 
being dusty and not having been 
properly maintained while parked in 
Arizona since 9/11. All the aircraft that 
A-I has decided to take were inspected 
by A-T's engineers, each with at least 
20 years of technical experience on 
wide-bodied aircraft, and only after 
they submitted their report was the 
decision taken to lease. These 
engineers have confirmed in their 
report that the undercarriage was 
sealed, as required; the engines were 
covered as per requirement; fuel tanks 
were filled as required, and landing 
gears and wheels were kept covered, 


200ER aircraft isn't a sound one. If only | as required. In short, the procedure 


BUSINESSWORLD 6 13 DECEMBER 2004 


Say YES to Trust. 


We may be India’s newest Bank 


but our Promoters and Investors are 


W E O d oe S a b an k, among the biggest names in banking. 


? YES BANK is an outcome of a 
b a Nn kK O nN LJ professional entrepreneurial commitment 
of our promoters, Rana Kapoor and 
Ashok Kapur, who have a proven and 
demonstrated track record in the Indian 
Banking Industry. This commitment has 
been strengthened by financial support 
from Rabobank Nederland, the world's 
only AAA rated private bank; and three 


respected global institutional private 


equity investors, CVC Citigroup, AIF 


Capital and ChrysCapital. 


This financial trust has been further 
reinforced by ICRA, who has awarded 
YES BANK an A1+ rating for our maiden 
Certificate of Deposit programme, 
indicating the highest safety in the 


short-term. 


We are YES BANK, a Bank you can 


depend on. Always. 
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Q laid down by FAA and the aircraft 





manufacturer was duly followed by the 
aircraft owners. Itis, therefore, incor- 
rect to describe these aircraft as dusty. 
The news story has further stated that 
these aircraft have remained parked 
since 9/11. The reality is that while 
two of these aircraft were parked only 
a year ago, the third one was parked 
just six months ago. 

The correspondent, perhaps in a 
bid to justify the pre-determined 
stance taken in the story, has further 
gone on to state that these aircraft are 
costly and that there are no engineers 
or pilots available. She ought to take 
cognisance of the fact that at the time 
of placement of order for any new 
aircraft — whether through the leasing 
route or acquisition — no airline has 
pilots and engineers. These personnel 
are either trained, or trained personnel 
are taken from the market, once a 
decision to induct aircraft of a parti- 
cular kind is taken. A-I is, in fact, doing 
just what every other airline does, and 
what A-I had itself been doing at the 
time of induction of new aircraft, viz. 
Boeing 707s in the 1960s, B747-200s in 
the 1970s, A310s in the 1980s and 
B747-400s in the 1990s. The training 
for engineers and pilots is currently 
on, and they would be ready to main- 
tain and fly the aircraft as soon as they 
are delivered. Aircraft are certainly not 
being taken on lease to be kept on 
ground, and A-I, with 72 years history 
behind it, knows just too well that 
pilots and engineers are needed for 
flying aircraft. There is a start-up cost 
and maintenance cost for any kind of 
aircraft. It shall be there for B777- 
200ER as well. What, then, is the issue? 

We would also like to clarify that 
these aircraft are being taken on a 
five-year lease, extendable by two 
years (thus a total of seven), and not 
10 years as mentioned in the story. 
Even the lease rental quoted in the 
story is incorrect. The agreement has 
been signed for a lease rental per 
aircraft of $670,000 per month, and 
not $750,000 as stated. 

As if the A-I management team 
and the board is unaware of what they 
need to do, the story talks about the 
“sudden” decision of A-I to spend 
around Rs 405 crore on refurbishing 
14 owned aircraft. The reality is that 


| 








| 
| 








the A310s, inducted in 1986, and the 
Boeing 747-400s, first inducted in 
1993, need to be upgraded to match 
competition. How can A-I be 
competitive if its product lacks what 
others are offering? It was the desire 
to ensure a competitively matching 
product that made the A-I manage- 
ment take a decision to upgrade its 
owned aircraft and incur this cost, 
which will enable the company to earn 
increased revenue. 

Businessworld has been known for 
advocating reforms in all spheres of 
economic activity and it is, therefore, 
surprising that the story wishes to 
deny A-I a level playing field, since 
everything that A-I has done for 
leasing aircraft, pending acquisition, in 
a bid to retain its market share, is what 
private and international 


have been doing 
for years to induct aircraft and make 
them operational. 
Jitender Bhargava, director (public 
relations), Air-India 


BW replies: 

I.Though the aircraft are due for 
delivery in December 2004 and March 
2005, a decision to take these planes 
on lease was taken in early October, 
making it a period of around three 
months from July 2004, when a 
decision to lease MCLR was taken. 

2. Since the safety of the flying public 
is involved, BW felt it was valid to 
question A-I's decision to lease planes 
rejected by carriers like Emirates and 
Thai Airways not long ago. If, however, 
A-I’s engineers — each with 20 years of 
experience — are convinced about 
the state and safety of the aircraft, we 
are only too happy to hear this. We will 
also be happy to share with A-I a copy 
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of the report on the problems these 
airlines found with these aircraft, in 
case A-I is unaware of it. 

3. We are aware that that there is a 
start-up cost and maintenance cost for 
any kind of aircraft, the 'issue' is that 


| the total cost of leasing these aircraft 


(start up and maintenance cost 
included) will exceed $1 million a 
month — a point the A-I letter fails to 
elaborate on. The story tries to make 
the point that the entire deal will work 
out quite expensive for the carrier. 
4. A-I's board meeting documents 
prior to the final decision mention a 
lease rental amount of $750,000 a 
month per aircraft for a five-year lease 
and $725,000 for a seven-year lease. 
After negotiations, the amount may 
have been brought down to 
$670,000 per month. 
5. It is strange that the A-I 
board and management 
were unaware of the need 
to upgrade and refurbish 
the planes to match com- 
petition in February- 
March, when the A-I 
budget for the year was 
approved, but suddenly 
became aware of this 
need three months later. 
The dates of induction 
of A310s and B747-400s 
(1986 and 1993 respectively) surely 
must have been known to the A-I 
management and board even in 
February-March when the budget for 
the year was being finalised. As the 
story mentions, A-I board members 
themselves raised questions about 
this decision. 
6. We stand corrected on the matter of 
how long the aircraft have been 
parked. The story erroneously states 
that the aircraft have been parked 
since 9/11. 


CORRIGENDUM 

In 'Brothers Apart' (BW, 6 December) 
we inadvertently mentioned the 

Rs 30,000 crore Reliance Petrochem- 
icals in a sentence. It should have read 
as 'the Rs 30,000 crore Reliance 
Petroleum.' We regret the error. 


Write in at 
editor@bworldmail.com 
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Politicians with hardly any expertise in finance are in charge of your retirement savings. And they have made a 
mess of it. Can the EPFO really pay the high interest rates they are demanding? Is the current scheme really 
sustainable? BW takes a close look at the problems ailing the scheme. 


46 Left Turn, Dead End The Left parties that demand a higher EPF rate are doing nothing for the jute 
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:2 WPP Leads The Pack 


Global media behemoth WPP 
has nudged ahead in the race to 
buy out Enterprise Nexus, 
edging out rivals like Mudra- 
DDB Needham. WPP is said to 
have upped its offer to buy out 
Mohammed Khan's 40 per cent 
stake in the agency. 


Martin Sorrell: The WPP chief 
IS as acquisitive as ever 


22 End of Season Diwali was traditionally prime 


ES 





time for consumer durables marketers. Not any more, though. 


26 Infocom 2004 The third edition of the event was 


bigger than the previous years. A report. 
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is relative quiet on the Ambani front. 
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Anil Ambani: Measured > 

moves 





BUSINESSWORLD 10 13 DECEMBER 2004 





PERSONAL FINANCE 


74 Outlook For 2005 


What will shape your finances in the coming year? A look at 
the changes in economic growth, interest rates, oil prices, the 
stockmarket, over last year. 


80 Taxonomics Answers to your home loans queries. 
82 News SBI Life takes the ‘Scholar’ policy forward. 
84 Realty Future growth is likely to be volume-led. 
85 Money Talk Homeloan rates and term life covers. 








IN VOGUE 


ss The Shy Showman 
—T i How on earth did a colourless 





introvert build Indias largest 
film company, the Rs 79-crore 
Adlabs Films? A profile of 
Manmohan Shetty. 


4 Shetty: Now training his 
eyes on the idiot box too 


90 Bookmark Politics hits prime time when your PM 
owns the television stations. Silvio Berlusconi in the frame. 


COMMENT 

24 Ashok Desai The coming age of natural gas. 
ARBOR MENTIS 

54 Subroto Bagchi The power of micro-credit. 


GAME PLAN 


70 Ranjit Shastri where is the Reliance board? 


6 FEEDBACK 
57 CASE STUDY 
92 BW OPINION 


Cover Design: Jyoti Thapa Mani 
Photograph: Dinesh Krishnan 


Web Exclusives 


Stock Sense: Family businesses have their own life- 
cycle. Will Reliance prove to be an exception? 


A How an NRI portal is launching an attack on the 
Indian classifieds market. 

A Interview with Sandeep Lakhwara, managing 
director, Deccan Gold Mines. 


www.businessworldindia.com 


Log on to 





| that there is scope for settling 








Businessworld 


The way forward 


HE tussle between the Ambani brothers has now 
entered middle game, where both are re- 
evaluating their options. The legal fireworks have 
been held off for the time being as both try to 
appreciate each other's objectives better. 


My sense from talking to people on both sides is that each 
camp is far more suspicious of the other camp's objectives 
than is warranted. Anil Ambani seems to think that he might 
lose not just control over the group, but also his ownership 
rights since the purported agreement that separated 
ownership from control was apparently not put down on 
paper. But it is not clear at all that Mukesh Ambani really 
wants to deprive his brother of ownership rights. Mukesh, on 
the other hand, seems to believe that his brother has a 
problem accepting his 
leadership of the group. But it is 
not at all clear that Anil will 
dispute this if his ownership 
rights are clearly acknowledged. 
It is because mutual suspicions 
seem bigger than warranted 


m 
Businessworld 


the issue before it damages 
the group. 


In the meantime, the dispute 
has brought out in full public 
view the fact that many of India's leading groups are not 
managed in consonance with modern canons of corporate 
governance. The board of Reliance Industries, in this 
instance, seems to have not been powerful enough to foresee 
and forestall a serious tussle between the two senior-most 
employees of the company. Whenever the current issue 
settles down, Reliance will have to address the corporate 
governance question. 





This weeks cover raises another governance issue — that of 
managing the provident funds of 40 million organised sector 
workers. The way the politicians are playing football with 
workers' interests is a national tragedy. Principal 
correspondent Vikas Dhoot, who has written two cover 
stories on this subject earlier, returns this week with an even 
more powerful argument for setting the system right. Until we 
see the government moving in the right direction, 
Businessworld will keep its lights focused on this issue. 


— 


le s 


TONY JOSEPH, EDITOR 
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PP has nudged ahead in 

the race to buy-out En- 

terprise Nexus, in which 

founder and managing 

director Mohammad Khan (left) owns 
the majority stake. Interpublic Group 
(IPG) has a 40 per cent stake in the 
agency. A couple of weeks ago, WPP is 
said to have upped its offer to 

buy out Khan's majority 
stake, and thereby edged 
out rivals like Mudra- 
DDB Needham. WPP 

country manager 
Ranjan Kapur 
did not con- 
firm the 
news, but 
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WPP'S INDIA PLANS 


Sir Martin 
keeps 
shopping 


said the two parties had been in negoti- 
ations for the past 18 months, but there 
has been no outcome so far. Khan flatly 
denied any sell-off plans. 

Sources say that if WPP eventually 
gains majority control, it may create a 
piquant situation, with two of the 
world's largest communications con- 
glomerates sitting on the same board. 

However, a senior level source at 
Lowe says that IPG may look at 
selling out, especially since it has 
run into financial troubles in the re- 

cent past. 
Led globally by Martin Sorrell, 


STOCKMARKETS 
Markets on song 


HE last time we wrote about the 

rise in stock markets (Just Why 

Are The Markets Rising?', BW, 18 
October 2004), we said that Indian 
markets could be in for a Diwali bonus 
if foreign institutional investors' (FII) in- 
terest in the country continues. The 
Sensex was touching 5,700 at the 
time. In less than two months, it has 
shot up more than 10 per cent, touch- 
ing its highest-ever level of over 6,300 


| barometer, seems to have settled at 
| around 7-7.15 per cent. But, Fil in- 
flows have been the key driver, and 
there seem to be no signs of them go- 
ing down. In November alone, the for- 
eign investors put in Rs 6,740 crore, 
more than double the amount they in- 
vested in October — Rs 3,140 crore. 
Notwithstanding concerns about 
valuations being overstretched and 
the Fils selling out before Christmas 


WPP is already strongly represented in 
India with majority stakes in JWT, 
Ogilvy, Contract, Bates, and more re- 
cently, Grey. With the Enterprise deal in 
the bag, sources say that WPP could look 
to consolidate its investments and 
merge a few of the smaller agencies like 
Bates, RMG David and 
Equus with Enterprise 
and position it as a 
strong  creative-led 
agency. As standalone 
agencies, they lack 
scale and also 
don't have the 
ability to attract 
and retain talent. 
Of course, a 







merger could be 
very challenging, 
especially since 
each agency has 
its own cultural 
= 





moorings. 
INDRAJIT GUPTA 
& ADITYA KHANNA 


holidays begin, there is good reason to 
believe that in the medium term, Fils 
will remain hot on India. Merill Lynch's 
latest India snapshot says: “Restric- 
tions on the Fil ownership limits have 
curtailed India’s index weights. We be- 
lieve India’s index weight [in the Mor- 


| gan Stanley Composite Index] next 





year can increase by 20-30 per cent." 
They cite reasons why fears of 
over-ownership of India by Flls may 
ease. Some of the top-10 market cap 
stocks are not part of the MSCI, but 
that could change next year. Then, the 
Ashok Lahiri committee's suggestion 


on 2 November 2004. to raise FII caps in key 
In October, we were sectors could boost in- 
maven aoi the Big inflows Fi! net investments since October 2004) flows. The panel has 
rise in the market de- 1200 suggested scrapping 
spite unpleasant eco- the need for companies 
nomic indicators like in- 800 to pass a resolution to 
flation, interest rates increase FII cap beyond 
and global oil prices. 400 24 per cent. 
But now, even those If all this come 
concerns seem to have 0 through, the market 
tapered out. Inflation could be in for a heady 
has come off a bit, oil -400 Figures in Rs crore , new year. But tipple 
prices have receded, 01 15 15 30 «= Withcare. = 
and the 10-year gilt Oct Oct Nov Source: Nov 2 RACHNA MONGA 
yield, the market Wane esearch: $ & VIKAS DHOOT 
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JATINDER SINGH 


INTEREST RATE DERIVATIVES 


Getting off 
the ground 


IVE years after it started trad- 

ing, the Indian interest rate de- 

rivatives market has finally 
taken off. According to the Reserve 
Bank of India’s (RBI) report on trends 
and progress in banking in India, the 
notional outstanding principal volume 
of derivative contracts has risen from 
Rs 518,260 crore in March-2004 to 
Rs 799,032 crore in October-2004 
(See ‘The upward surge’). The num- 
ber of contracts outstanding has 
risen from around 19,000 in March 
to 30,000 in October. 

“Daily volumes have gone up over 
four-fold since earlier this year. It’s 
mainly due to the fact that since 
then, public sector banks have be- 
come active in the market. This has 
added substantial 
depth and liquidity,” 


around Rs 2,000 . 
crore.” Yields on 5- 
year government 
bonds have risen 
from 4.92 per cent 
six months ago to 
6.81 per cent at the end of Novem- 
ber. To hedge against the increasing 
losses that many of the large public 
sector banks have had to face as a 
result of rising interest rates (which 
implies falling bond prices), banks 
have entered deals where they com- 
mit to pay a fixed rate of interest for a 
certain tenure (typically five years, 
though the deals get 'unwound' long 
before then) and receive a floating in- 
terest rate like the Mumbai interbank 
offered rate, which is calculated on a 
daily basis. 
Reflecting the volatility in the gov- 
emment bond market, the fixed rate 
paid by banks has moved from 6 per 


NEERAJ TIWARI 


. cent to 6.7 per cent and then back 
down again to 6.45 per cent. 
Interestingly enough, while the in- 
terest rate swaps market (or the 
overnight index swaps market as it's 
known), has taken off, the exchange 
traded interest rate futures market 
launched last year on the NSE has 


In a paper earlier this year, econo- 
mists Ajay Shah and lla Patnaik said 
that among a sample of 24 countries, 
India has one of the highest levels of 
interest rate volatility in the world. 
They also pointed out that while In- 
dian banks have relatively small prob- 
lems with non-performing loans, 
"many banks carry substantial inter- 
est rate risk". Their research showed 
that out of a sample of 42 banks, 26 
have significant interest rate expo- 
sure — they could lose 25 per cent or 


| 
| 
| 
| contracts are not widely accepted by 


The upward surge 


Interest rate derivatives 





"Outstanding notional principal amount 
Source: RBI data on forward rate agreements/interest rate swaps 


more of their equity capital if interest 
rates rose by more than 320 basis 
points. 

| In fact, despite huge volumes in 
the interest rate derivatives market, 
banks have not managed to prevent 
a fall in their treasury incomes. The 
'other income' component of banks' 
profit and loss accounts that reflects 
their treasury income , fell from 
Rs 7,585 crore for the 16 banks in 
the BSE's Bankex in September last 
year to Rs 5,070 crore in September 
this year. As a result, net profits were 
virtually stagnant for September 
quarter in year-on-year terms. * 

AVINASH CELESTINE 
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FREIGHT 
Stop worrying! 
Do it with futures 





AST week the Multi-commod- 
ity Exchange (MCX) tied up 
with the London-based Baltic 
Exchange (the world’s biggest 
shipping market) to offer freight future 
contracts to the Indian shipping indus- 
try. The Baltic Exchange is the only es- 
tablished and self-regulated global mar- 
ketplace for shipbrokers, owners and 
charters. Over half the world’s new and 
second-hand tonnage is bought and 
sold by Baltic members in a market 
worth $34 billion annually. MCX, to- 
gether with the Baltic Exchange, will 
launch freight futures for the first time in 
India that will allow importers, ex- 
porters and commodity traders to 
hedge their freight rate risk. 

Freight costs are an important com- 
ponent of pricing an export or import 
consignment, and with volatile crude 
prices, the freight risk is getting ampli- 
fied further. This tie-up will provide a 
hedging facility whereby global com- 
modity traders here can hedge the 
transportation costs of their shipments, 
The rising freight costs also impact the 
price of commodities and in the current 
market this accounts for almost 10 per 
cent of the total trade cost. With freight 
futures now available on MCX, the risk 
of adverse impact due to volatility in the 
freight rates could be a thing of past. 

MCX, after it has obtained the nec- 
essary regulatory approvals, plans to 
launch three contracts — for crude oil 
movement from the Gulf to Singapore, 
coal movement from Australia to India, 
and crude oil transportation from the 
Gulfto Japan. It then plans to launch In- 
dia-specific freight contracts. e 
SUPRIYA KURANE 
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HE latest fiscal figures released 

by the government make for 
happy reading. India’s fiscal deficit 
for the first seven months of this fi- 
nancial year was Rs 62,140 crore, 
which is about 28 per cent lower 
than last year’s comparable num- 


« ber. Rajeev Malik, an economist 


with J.P Morgan Chase Bank in Sin- 
gapore, says that the deficit till now 


- iS a mere 2 per cent of the esti- 


mated GDP for 2004-05. In other 
words, if current trends continue, we 
could perhaps end the current finan- 
cial year with a fiscal deficit of a lit- 


- tleless that 4 per cent of GDP That 


may just give finance minister P. Chi- 
dambaram the confidence to push 
through radical reforms in the next 
Budget. Strong economic growth 
has helped. Corporate tax collec- 
tions went up by 21.4 per cent and 
income tax collections have shot up 
by 55 per cent. However, lower non- 
tax revenues (-3.4 per cent) and 


© non-debt capital receipts (-18.7 per 


cent) kept total revenue growth 


- down to a modest 2.2 per cent. Fis- 
. cal health improved because of a 
© sharp 8 per cent drop in total expen- 


diture, though revenue expenditure 
(which is the main problem) actually 
went up 3 per cent. As a result, the 
revenue deficit is already at 84 per 
cent of the annual target. 


Æ 


OST economists expect the 

world economy to slow down 
next year. The Organisation For Eco- 
nomic Co-operation and Develop- 
ment (OECD) says in its latest Eco- 
nomic Outlook that growth in the 30 
major industrialised economies will 
average 2.9 per cent in 2005, down 
from this year's 3.6 per cent. This 
May, the economists at the rich 
boys’ club had forecast a 3.3 per 
cent growth rate for its members. 
What has changed? We need not 
tell you — it’s the oil price, stupid. 
“The global expansion has slowed 


—Á  — — — —— — — — — — — — — 


— —— o - 


by Niranjan Rajadhyaksha 


as the effects of the sharp in- 
creases in oil prices have set in,” 
the OECD says. “Households seem 
to have been lacking confidence 
OECD-wide.” It will now be up to 
countries like India, China and Brazil 
to keep global economic growth at 
decent levels. 


ES 


OW, something interesting 

from across our western bor- 
der. Pakistan has told the Interna- 
tional Monetary Fund (IMF) that it 
will not be drawing the final tranche 
($262 million) of a three-year IMF 
loan called the Poverty Reduction 
And Growth Facility (PRGF) arrange- 
ment. This is because Pakistan's 
economy, too, has had a good year. 
Economic growth is expected to be 
close to 7 per cent this year. The 
IMF has complimented Pakistan. 
"During Pakistan's three-year 
arrangement under the Poverty Re- 
duction and Growth Facility (PRGF), 
the country has made a strong re- 
covery from the economic crisis of 
the late 1990s. Tighter macroeco- 
nomic policies and structural re- 
forms have resulted in a stronger 
external position, a lower public 
debt burden, renewed access to in- 
ternational capital markets, and a 
revival in growth, albeit accompa- 
nied lately by some increase in infla- 
tion. External support has played a 
part in Pakistan's recovery, but the 
turnaround has been primarily due 
to the implementation of strong gov- 
emment policies." However, the 
IMF's executive board has added: 
"Pakistan continues to face major 
challenges in trying to meet its Mil- 
lennium Development Goals. Social 
indicators remain weak. To achieve 
a significant and lasting reduction in 
poverty, strong non-inflationary 
growth will need to be maintained, 
but the authorities will also need to 
ensure that growth will benefit the 
poor." Seems familiar, doesn't it? E 
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BID FOR YUKOS 


OVL may partner 
Gazpromneft 


TATE-OWNED ONGC  Videsh 
Sou is likely to bid jointly with 

Russian oil major Gazpromneft for 
Yukos' Siberian unit Yuganskneftgas. 
OVLSs search for equity oil in recent 
times has not been too successful with it 
losing out to Chinese oil companies in 
Angola. The big advantage in Russia is 
that OVL will not have to fight the Chi- 
nese. Moreover, having a Russian major 
as a partner makes it easier to navigate 
the process. A 20 per cent stake in Yu- 
ganskneftgas will double the equity oil 
that OVL has today. 

This is among the issues that are 
likely to be discussed during the three- 
day visit of Russian president Vladimir 
Putin to India. OVL, in fact, is scheduled 


Sakhalin: OVUs first Russian step 





to sign a MoU for a partnership with 
Russian oil companies. The venture will 
bid jointly for oilfields. One immediate 
possibility is Sakhalin-III. The blocks in 
the Caspian Sea could come later. OVL 
already has an equity stake in the 
Sakhalin-I field. OVL managing director 
R.S. Butola says: "We will identify oppor- 
tunities to work together." 

Relations with Russia seem to have 
come full circle. After nearly 15 years of 
courting the West for foreign invest- 
ment, India is back to wooing Russia. 
The main reason is not hard to find. In a 
world where oil reserves are depleting 
fast, Russia is emerging as the largest 
producer. It produces close to 9 million 
barrels a day. The Russians, on their 
part, are looking at investments by In- 
dian IT companies there. In fact, Putin 
will spend a day in Bangalore. = 
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HIS one’s a different tune. If 
things work out you could 
hear a lot of independent UK 
artistes like Blur and Deep 
Sixed in India and Daler would be per- 
forming at Wembley more often too. 
Last week a delegation of eight people 
from UK Trade and Investment, a British 
government body, joined hands with 
the IMI (Indian Music Industry) to meet 
the information and broadcasting min- 
istry. The idea was to push for laws that 
make it easier to promote Indian music 








in the UK and vice versa. “The UK and 
the US are the biggest repertoire-creat- 
ing countries in the world. India could 
become one too, if our creative people 
could develop global sensibilities,” says 
IMI president Vijay Lazarus, By January 
next year the two trade bodies plan to 
form a working group to bring musi- 
cians and singers from both countries 
together. Music companies could then 
take over to market their products. This, 
Lazarus hopes, will create a platform for 
cross-cultural creative thinking, as well 
as a way of exchanging notes. 

Also in the same week, Phono- 
graphic Performance (PPL), India and 
UK, have signed an agreement that al- 
lows both these bodies to act as li- 
cencees on behalf of the other. That 
means if Sunrise station in the UK wants 
to play a track from India's Times Music, 
it simply needs a licence from PPL UK, a 
local body, instead of sending someone 
down here to do a deal with Times Music 
or PPL India. All 65 IMI members auto- 
matically make their repertoires avail- 


EMPLOYMENT GUARANTEE PROGRAMME 
Where will the money come from? 


HE finance ministry will need 

about Rs 15,000 crore in 2005- 

06 to fund the UPA govern- 
ment's promise to provide at least 
100 days of employment a year to one 
person in every poor and lower middle- 
class household in rural India. There is 
a proposal to levy a cess on income 
tax to fund this. 

According to finance ministry esti- 
mates, there are around 38.6 million 
households in rural areas below the 
poverty line. The employment has 
been promised at minimum wages 
that vary from state to state, with an 
average of Rs 100 per day. For 100 
days of employment at Rs 100 per day 
(Rs 60 wage component and Rs 40 
material component), the total expen- 
diture will work out to around Rs 


10,000 per person. That will be Rs 
38,600 crore a year. 

In reality, however, it is estimated 
that the yearly spend may be around 
Rs 24,000 crore-25,000 crore. One, 
because it might not be easy to reach 
every household, and, two, because 
during the lean season many are just 
not interested in working. 

Of this, it is expected that a sub- 

_ stantial portion can be subsumed from 
| the existing employment generation 

. schemes (See ‘What could go’). SGRY 
provides additional wage employment 

_ in rural areas and food security; SGSY 

| isaself-employment scheme with the 
objective of setting up a large number 
of micro enterprises in rural areas, and 
PMGSY is for construction of roads in 
rural areas. The same could happen to 
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THE MUSIC INDUSTRY 


$ Jamming with the Brits 


able for airplay in Britain with this 
agreement and vice versa for English 
music companies that are PPL mem- 
bers there. 

But why now, and why UK? Because 
UK, the third largest music market in the 
world, is also a very vibrant one. It is also 
one of the bigger markets for India's pre- 
dominantly filmi music. Around two 
million-odd Asians here thrive on In- 
dian films and their music. This is good 
news. For over five years now, there has 
been this air of depression about the 
music industry, blamed largely on 
piracy and the Internet. While interna- 
tionally, the music market has shrunk by 
about 7 per cent, the Indian one (legiti- 
mate) has seen a 50 per cent fall in the 
last three years. Most of this fall is purely 
a result of the music industry's cussed 
resistance to the Internet, its blind faith 
in physical formats, which, it believes, 
are being 'stolen. So, any move to stop 
playing the blame game and get its act 
together is welcome. = 

VANITA KOHLI-KHANDEKAR 








What could go 


Programmes Outlay 














Sampoorna 
Rojgar Yojana (SGRY) 


Swarnjayanti Gram 
Pradhan Mantri Gram 


National Food for Work 
Programme 2, 020 


the National Food for Work pro- 
gramme launched this year. 

The employment guarantee 
scheme will be implemented through 


village panchayats and costs will be 
shared between the Central and state 


| govemments, with the Centre provid- 


ing the bulk of the funds. (See ‘BW 
Opinion, Page-92 for reference) W 
ANJULI BHARGAVA 


Say YES to Transparency. 


At YES BANK, we hold Transparency 


We encourage you Disclosure and Accountability above 
to look right through all else. Which is why, our foundation 


our Ban k. has been inscribed with stringent 


Corporate Governance measures, thus 
safeguarding the trust and wealth of our 


investors and customers 


And we do not stop there. We 
are extending our commitment from 
our clients and shareholders to society 
at large. By focusing on sustainability and 
social responsibility, we aspire to be a role 


model institution in Responsible Banking 


Yes, some of our most stringent rules 
are the ones we impose on ourselves 


Come see for yourself 


EXPERIENCE OUR EXPERTISE 


BANK Limited. Regd. & Corporate Office: Nehru Centre, 9th Floor, Discovery of India, Dr. A B. Road. Worli, Mumbai 400 018. India. Te 11(22) 2490 OF | (22) 2490 0314 
Northern Regional Corporate Office: 48, Nyaya Marg, Chanakyapuri, New Delhi 110 021. India. Tel: «91(11) 5168 0140-43 Fax «91/1 168 014 ebsite: www.yesbank.coJ 





AIR-INDIA 


Soaring ambitions 


IR-INDIA is 









Weighing out the options 





on routes where traffic 


extremely estimates are lower, 
bullish on connecting, for in— 
rcraft type Options * 
the interna- Ai >A p A340-500 stance, X non-metro 
tional travel Medium capacity cities in India to major 
scene from India, goin ultra long range cities in Europe (Banga- 
aen 80ng PMG 
bv its revised plans for air- lore-London or Hydera 
yl p 
craft acquisition. Last Medium capacity bad-Frankfurt). 
year, AI had submitted a long range (MCLR), The airline will also 


plan to the government 
to buy 10 Airbus 340-300s 
and 18 Boeing 737-800s. 
On 24 November this 
vear, the board approved 
a new plan to buy 68 air- 
craft, 18 of of them for its 
low-cost carrier, Air-India 
Charters (AICL). 

Explaining the increase in require- 
ment by 40 aircraft, AI spokesperson Ji- 
tendra Bhargava said that, for one, the 
market is growing faster than antici- 
pated. Also, the earlier plan was for five 
vears, whereas the new one is for eight. 
AI proposes to increase seat capacity by 
12 per cent annually over this period. 
The new plan is expected to cost around 
Rs 25,000 crore as opposed to Rs 10,000 
crore for the earlier plan. 

The board has approved floating of 
tenders for 50 aircraft, of which two- 
third will be on a firm basis and one- 
third on option. AI proposes to acquire 
three types of aircraft for its fleet (See 
‘Weighing out the options’). 





The MCULR aircraft would be used | 


for non-stop flights to the US, whereas 
the MCLR planes will do the US and var- 









“69 


350- seater, in 
3-class configration 


Medium capacity 
long range (MCLR 
250-seater, in 2 

class configration 


ious European routes with one stop. 
Says Bhargava: “All US flights are doing 
very well. There has been a 150 per cent 
hike in capacity on the US routes (from 
10 flights to 25 a week), but the load fac- 
tors have remained at around 80 per 
cent. Usually, with increased capacity, 
the load factor tends to dip.” 

AI will now have 18 weekly services 
to London. Ten of them will carry on fur- 
ther: seven to New York and three to 
Chicago. Of those terminating at Lon- 
don, five will be on the Mumbai-Lon- 
don sector two on the Mumbai- 
Ahmedabad-London, and one on 
Mumbai- Delhi-London sector, which 
will be introduced soon. As a result, pas- 
sengers from India will have the option 
of taking either an early morning or an 
afternoon AI flight to London. 

The 250-seater MCLR will be used 





push to acquire 18 Boe- 
ing 737-800W aircraft, 
which it had earlier se- 
lected for its small-ca- 
pacity, short-range op- 
erations of AICL. 

Industry sources 
said that though the 
board had approved this new proposal, 
there was still a long way to go. Aircraft 
manufacturers said that AI was yet to 
specify formats and exact requirements 
(class, number of seats, configuration, 
seat pitch) to them after which formal 
presentations will be made. 

According to AI sources, the techno- 
economic study would be done over the 
next 4-6 weeks and a final decision on 
the exact requirements will be made 
and then submitted to the civil aviation 
ministry. Till the final fleet acquisition 
plan is cleared, AI has embarked on an 
aggressive leasing plan to meet capacity 
requirements under which it plans to 
dry lease 17 aircraft from among A330- 
200, A340-300 and B777-200 ER. Leas- 
ing would be for five years for used air- 
craft and seven years for new ones. WM 
ANJULI BHARGAVA 
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9 Top marketers and strategists gave the 2004 edition of this book the stamp of succes 
2005 Edition. Coming sot 
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Plav the aan 


The first airline to take internet broadband on board. 
With FlyNet*, a unique portal for the latest news. 
And bringing your coffee as fast as your kilobytes. 


All for this one moment. 
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There’s no better way to fly. | | | Lufthansa 
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T’S literally a million-dollar ques- 
tion. Will the Central government 
beina position to provide a letter of 
guarantee to Indian Airlines (IA) 
for its fleet expansion plan? 








The total fleet acquisition plan of IA | 


for 43 Airbus aircraft is expected to cost 
around Rs 9,745 crore. Around 85 per 
cent of the total amount will be organ- 
ised by aircraft manufacturer Airbus 
through European commercial banks. 


For this 85 per cent, no sovereign guar- | 


antee will be needed. 
The rest of the money — around 
Rs 1,500 crore — will have to be raised 





by the Indian domestic carrier through | 





Not for (re)sale 


HE Tatas are not entering con- 
sumer durables trading, chair- 
man Ratan Tata told 
BW, though Speech 
& Software Techno- 
logies (SST), in 
which the Tatas have 
a small stake, had 
sought FIPB's nod 
for the purpose. 
Prakash Shukla, 

: president of SST 
and CIO of Taj Ho- 
tole, says the purpose is to import 
durables for Taj group staff as they 
have some good deals. E 

NANDINI VAISH 





nade » a 


domestic or external borrowings. For 
this amount, some kind of letter of guar- 
antee may be needed by the carrier. 

But the question of whether the 
Central government is in a position to 
extend a guarantee arises this year due 
to the Fiscal Responsibility and Budget 
Management Act requirements, One of 
the stipulations of the FRBM Act is a 
ceiling on government guarantees, 
which is set at 0.5 per cent of GDP. This 
would work out to around Rs 15,000 
crore for 2004-05. 

The government, however, needs to 
guarantee other borrowings also. For in- 
stance, sovereign guarantees are given 





for almost all World Bank and Asian De- 
velopment Bank loans, many of which 
are taken by the states. “This alone can 
work out to almost $2 billion a year," 
says a ministry source. He added that 
the ministry was now closely monitor- 
ing and maintaining a register on the ex- 
tent of the guarantees given. 

Sources said that the government 
was yet to decide on whether and to 
what extent it will provide a guarantee to 
IA. "It is possible that we may need to 
provide a part of the guarantee this year 
and a part next year," an official said. The 
government will charge | per cent from 
the carrier for the letter of guarantee. 

[A has said that it can probably raise 
money even without the guarantee, but 
in that case the funds will cost more. 
"However, since the government will 
also charge 1 per cent of the amount it 
guarantees, we have to see what makes 
financial sense for the airline," ex- 
plained the IA source. 

Finance ministry sources added that 
now the proposal of the state-owned 
carrier, whose investment decision has 
been approved recently by the Public 
[Investment Board, would be examined 
by the finance ministry and the Plan- 
ning Commission. A draft Cabinet note 
is being prepared, which will be sent to 
the Cabinet Committee on Economic 
Affairs only after the various ministries 
have commented on it. L2] 

ANJULI BHARGAVA 





S announcements go, this one | over four years in the project. 

was low-key. That doesn'ttake ^ The big difference between 

away the impact. When the | Nokia's and similar recent announce- 
world’s largest cellphone maker an- | ments by other handset makers is 
nounces that it will be manufacturing | that Nokia will be making the entire 
phones in one of the world’s fastest- | handset in India, not just a part of it. 
growing markets, India, you know | Pekka was categorical that it wouldn't 
that it’s huge. be some semi-knock- 

The moment Nokia NOKIA ed-down kind of oper- 

Corporation president - ation. The factory 
Pekka Ala-Pietila said Just make It would cater mainly to 
that, he was deluged India. That, in fact, is 
with questions. However, 'Pekka', as | the reason for this project, he said. 
he is called within the company, is not Two years ago, Nokia had dumped 
talking. All he will say is that Nokia, the idea of manufacturing in India be- 
along with key suppliers who work cause the numbers did not justify it. 
with the company in nine other manu- | Today, with more than 42 million sub- 
facturing locations across the world, ^^ scribers, it's a different story. Lu 
will invest $100 million-150 million | VANITA KOHLI-KHANDEKAR 
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Lost in your infrastructure? 


Multiple offices. Multiple locations. 
Thousands of employees. Organizing 
your infrastructure can be like cutting 
through a maze-complicated, confusing 


and very inefficient. 


Now, stay organized with a-mantra, a web- 
enabled Infrastructure Management 
software from SatNay, in collaboration with 
Teleopti, the world’s leading provider of 
strategic workforce management solutions. 
a-mantra seamlessly integrates its Seat 
Optimization and Transport Logistics 









modules with Teleopti's WFM 
solution to enable optimum space 
and asset utilization, and efficient 
management of employee transport 
between place of work and residence. From 
visual reports of space and asset utilization 
to planning transportation logistics, a-mantra 
offers a host of decision making tools 
Making a telling impact on your operational 
efficiency and your company's bottomline 
Call 98496 40775/ 98492 03867 to find 


out how a-Mantra Can save your moncy. 


Organize your resources, 


Our Partners 





with a-mantra 





a-mantr 


Lompiete Intrevtructure Conto 


Technology: Teleopti, a global leader in providing telecom and workforce management (WMF) solutions 
to contact centers, For more details visit www.teleopti.com Implementation: A leading global IT consulting 


and services company. Distribution: 3D Networks, a leading end-to-end IT solutions integrator 


SatNav Technologies Pvt. Led., 2nd Floor, Lake Shore Towers, Raj Bhavan Road, Somajiguda, Hyderabad - 82, A.P. India 
Email: sales@satnavtech.com Websites: www.a-mantra.com www.satnavtechnologies.com 
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BILKUL FIT HAI 
Fitness freaks of the 
world, unite. 
Marketers are now 
targeting you really 
hard. Last month 
anyone walking into 
a Reebok store in 
Delhi, Mumbai or 
Bangalore could 
find out his or her 
fitness quotient, which includes body-mass index, waist-hip 
ratio, fat content, and get free dietary advice from Reebok 
experts. Wasim Akram did it too. We don't know, however, 
whether he filled out a form that would entitle winners to 
free gifts like a Reebok treadmill, among other things. The 
campaign combined an advert showing cricketers Rahul 
Dravid, Irfan Pathan and two svelte ladies sweating it out in 
a gym. The tagline read: “I live life... | work out." The result: 
in the first 10 days of the scheme, average per store sales 
have gone up 56 per cent, claims Himanshu Bhardwaj, 
general manager (marketing), Reebok India Company. That 
must be heartening news for Reebok. Ten years ago when 
Reebok entered India, one in 10 Indians did something 
about fitness. Now, about seven do so. So all it needs to do 
now is to get them into its stores. 





MUDRA MATTERS The rumours have 
started swirling around Mudra, the 
agency that Anil Ambani owns, ever 
since the Ambani family squabble 
came out in the open. One of these, 
this one from a senior Mudra source, is 
that Mukesh Ambani is setting up his own 
agency. Well, good luck to him. But the really 
important question is what will happen to Mudra if 
Anil goes, as most people seem to think he will. Mudra, a 
minnow in the Reliance ocean, has been his baby right 
from the beginning. If he goes, it will have no mentor. The 
other more interesting one was that the agency was in the 
race to acquire Enterprise Nexus, but, it appears, has been 
pipped to the post by WPP. 


ADVERTISING & MARKETING 


. CHANNEL HOPPING if you are a news anchor, chances 
A are you are having a great time. Unless you are Dan Rather. 
^ The CBS anchor, who has been the face of news on the 
E channel for 24 years, had to retire recently after a scandal 
following some suspect reportage on George Bush's 
military service. In India though almost every news channel 
is being poached upon. First there was Dibang from Aaj Tak 
who joined NDTV. Earlier this year, Arnab Goswami quit 
E NDTV to join Bennett, Coleman's business channel. Then 
^ Shireen Sethi of Sahara Samay Rashtriya went to CNBC. 
> . Now comes the news that Sahara's Arup Ghosh is joining 
Jagran's soon-to-be-launched Hindi news channel. 


~. 


> 









CONSUMER DURABLES MARKETING 


The end of 
seasons 


M. A question for consumer durable marketers. Is 
the festive season — those 45 days around Diwali 
— still as important as it used to be? Five years 
ago, marketers would have been aghast even at a 
suggestion that it was otherwise. But not any more. 

Today, there are two schools of thought on this subject. 
One includes companies like LG and Onida. LG has mopped 
up Rs 1,300 crore in the last two months. As for Onida, a 
whopping 25 per cent of its annual sales came in the last 45 
days. And yet, for every LG and Onida, there is a Salora that in- 
sists that the season is less important now than before. 

This divergence is odd. The forces suggesting that the fes- 
tive season is less important are secular. Earlier, most con- 
sumers would buy durables with their Diwali bonus. To 
nudge them along, companies would run promotions during 
the festive season. Now, promos are run 3-4 times annually 
and, with financing, funds are available round the year. Even 
though these factors are the same for everyone, not all com- 
panies are affected the same way. 

For one, the spoils of the festive season are being increas- 
ingly cornered by a handful of the bigger ones. That's 

partly because of the disparity in the size 
of their media spends. This Diwali, LG spent 
about Rs 40 crore and Onida Rs 25 crore. In 
contrast, Salora spent just Rs 75 lakh; its 
campaign was diluted by the high deci- 
bels the others generated. 
The second reason is smaller compa- 
nies bank on higher margins to dealers to get 








MOVING 


DMAN-turned-pro- 

gramming guy-turned- 
film maker Shashanka 
Ghosh’s first movie was 
called Waisa Bhi Hota Hai - 
Part 2. There was no Part 1, 
though. You can always trust 
Ghosh — the brain behind 


Sahara One as a consultant. 
Among other things, he'll be 
in charge of the look and feel 
ofthe channel, packaging 
and promos. He seems quite 
upbeat about his return to 
television. "Iam a monkey 
on a greasepole," he says 


MTV's Udham Singh and withagrin.“Ijumpedup |. .— ^ 
Quick Gun Murugan — to and came sliding down back 

come up with quirky things into television again!" 

like this. Ghosh thinks that "in In- 


In real life, Ghosh is all 
set for a Part 2 in television 


dia, television has, by and 
large, stayed rooted in the 


— he had worked with MTV, | past, while the audience has 
ChannelV and Nickelodeon | moved on”. Itis time for new 
before turning to filmmak- formats. 





ing. Ghosh has just joined Sahara, he says, is ready 
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Buying time: Diwali, July, 
February, whenever 
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DINESH KRISHNAN 


them to push their brands. But during the Diwali season, 
dealers don't do that. If someone wants a Onida TV, the dealer 
will sell him just that and move on to other buyers. So smaller 
companies like Salora are running promos with more success 
during the quieter months. Which explains why the season 
has become less important for them. 

Another emerging trend suggests even more strongly that 
the importance of the festive season is waning. Onida's vice- 
president (sales and marketing) V. Chandramouli says the 


sales jump during Diwali now is much smaller in 
the metros (30 per cent) than elsewhere (over 125 
per cent). This, he says, is because urban con- 
sumers have realised that the prices of durables 
will only fall, while the rest of India still thinks 
prices will rise after Diwali. The urban buyer 
knows there is no penalty for not buying during 
the season, and rest of India is bound to catch on. 

Finally, companies are looking beyond the 45 
days — towards festivals like Onam. As those 
plans kick in, Dhanteras will be less ofa worry. Wi 








AROUND 





Ü 


$ 


— 


I 





M. RAJSHEKHAR 





to make that shift. His job is 
to help them with the transi- 
tion. “Sahara wants to make 
itself contemporary. It wants 
to reflect the attitude and as- 
pirations of the young In- 
dian,” he says. That apart, 
Ghosh is also working on the 
template for Sahara's up- 
coming film-based channel. 
But what about films? 
They will happen too, as 
soon as he is done with the 
Sahara project. And what 
will they be about? "An epic 
tale of remorse and a miser- 
able love story.” Amen! E 
NEELIMA MAHAJAN 





MEDIA ROOM 


ASH Chopra has done it 

again. Veer-Zaara is 
rocking. It has grossed 
about Rs 30 crore in the 
first week, of which Rs 18 
crore is from India. in the 
UK, the film grossed close 
to $1 million till Sunday on 
the opening weekend to en- 
ter at No.4 on the UK 
charts, just behind Bridget 
Jones and The Grudge. In 
the US, it grossed close to 
$1 million to make it to the 
top-15 chart. For the ob- 
sessed-with-the-high-value- 
NRI-market Chopra, the 
numbers must be hearten- 
ing. Veer-Zaara,an India- 
Pakistan love story, is full of 
settings, clothes and rituals 
meant to get the Asians in 





the UK to bring out their pa- 
per napkins for a good cry. 
Never mind that the charac- 
ters who are meant to 
speak Urdu speak in Hindi, 
or that the Punjabi is all 
wrong, The length of the 
film (well over three hours) 
and the last 30 minutes all 
speak of massive self-indul- 
gence. Chopra and his 
team's entire focus was 
clearly the look of the film. 
The idea is to squeeze every 
tear drop and pound out of 
a nostalgic overseas audi- 
ence. Where is the man 
who gave us classics like 
Daag, Deewar and Kala 
Patthar? 
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OON Disney and Disney 

Channel will be 
launched shortly, That is 
pretty fast, coming from 
Disney, which has made 
one ill-fated decision after 
another in India. After sign- 
ing on a joint venture agree- 
ment that locked it with the 
Modis for 10 years, Disney, 
last year, became free of 
what was clearly not a hap- 
pening relationship. Then it 
spent a long time arguing 
with Star over the details of 
a distribution tie-up it 
signed last month. Things 
started moving only after 
Hema Govindan, the former 
marketing head of Disney in 
Asia-Pacific, took over. 
Soon Rajat Jain (ex-Sony 
Max) joined as head and 
the ball started rolling in 
mid-2004. Now can we see 
some serious India action 
from one of the world's 
largest media companies? 


OULD BBC's decision 

to sell off BBC World- 
wide impact its deal with 
Bennett, Coleman and 
Company (BCCL)? Early in- 
dications suggest that the 
actual sale of BBC World- 
wide might take some time, 
though investment bankers 
have already valued it be- 
tween $2.5 billion and $3.8 
billion, according to a report 
in Financíal Times. BBC 
Worldwide includes BBC 
America, BBC Prime Chan- 
nels and its publishing arm, 
which BCCL has signed an 
agreement with earlier this 
year. The publishing arm, 
which has over 50 titles, is 
UK's third largest publisher 
and had joined hands with 
BCCL to get into magazine 
publishing in India. LÀ 

VANITA KOHLI-KHANDEKAR 






J 


y a 





The author is consultant 
editor of The Telegraph 


Natural 


gas could 
drive the 


energy, 


chemical 
and fibre 
industries. 


But for 
that, the 
power, 


fertiliser, 


cotton 
and 
rubber 
markets 


must be 
freed 





shok v. desai . | 


The coming age 
of natural gas 





N April-September, India consumed a 
mere 87,000 tons of gas against 4.1 mil- 
lion tons of petrol, 4.5 million tons of 





kerosene, and 19.1 million tons of diesel — 
| oil. And yet, government companies are | 
| preparing to unload millions of tons of gas in 

| India. Gail has a 5 million ton (mt) gas terminal | 
| in Hazira on the Gujarat coast which feeds the 


pipeline to Jagdishpur in Uttar Pradesh; it is 


about to float tenders to double capacity to | 
| 10mt. It is planning another 2.5mt gas terminal 


in Cochin, to be expanded later to 5mt. Gail is 
also the preferred buyer of gas from Burma's A1 
block, and has a share in its A3 block. It has de- 
cided to connect Jagdishpur to Haldea in West 
Bengal. It has just asked Snam Progetti to tell it 
which is the best way of exploiting Burmese gas 


— bringing it overland through Tripura or | 
through Bangladesh, liquefyingitand shipping | 


it, or laying a deep-sea pipeline landing it in 


. Haldea. ONGC has big plans for Mangalore, 
| where it bought the Birla refinery: it is planning 
| to build a 12mtgas terminal there. Reliance has | 
| found huge reserves of gas in its D6 field in the 
_ Krishna-Godavari basin offshore. Shell has a li- 
| cence to build a gas terminal in Dahej. It has a 
| problem with Essar, its partner, which has no 


money to invest. But it is only a matter of time 
before Essar can be enticed to cooperate, and 
that will lead to another 5mt gas terminal. 

So we are looking at something like 40-50 
million tons of gas landing on India’s coasts in 
ten years' time. Compare this with the current 
hydrocarbon consumption of 80mt. Even if it 


| doubles in a decade, we are looking at gas mak- 
| ingup a fifth to a quarter of hydrocarbons con- 


sumed in a decade's time. Who will consume it, 


and for what? 


Reliance is pretty clear about the answer for 
its gas. It would use some of it to make petro- 
chemicals — fibres and plastics — butitislook- 
ing for big markets in power. It has plans for a 
1500MW plant in Dadri, and is looking to sup- 
ply gas to two 1300MW plants of the National 
Thermal Power Corporation in Kawas and 














Gandhar. The electricity market is pretty mes- 
sed up; power prices are unremunerative, far- 
mers get power free so everyone wants to call 
himself a farmer, and it is difficult to collect 
money from customers, especially govern- 
ment-owned ones. But Reliance may think it 
has the size and the muscle to bring govern- 
ments to heel. Gail, which till now has sold 
mainly to power and fertiliser plants, is fed up 
of both the price controls and the trouble in 
collecting money. It is building a plant in Kasar- 
gode, Kerala to make 800,000 tons of ethylene 
and 400,000 tons of propylene; that should take 
care of the first stage of its terminal in Cochin. 
In comparison, its proposed 100,000-ton high- 
density polyethylene plant in Uttar Pradesh is 
peanuts. It hopes to build a styrene butadiene 
rubber plant in Haldia, but that too will take 
only a small part of its gas. ONGC plans to lay a 
pipeline from Mangalore to Bangalore and Ma- 
dras, and hopes to find customers on the way. 
Thus, the gas plans of companies are big, 
and are no doubt giving them big headaches 
about the market. Even more gas could be 
landed if only the market could be found. 
Could it? It could — if markets were unified and 
freed, and if taxes were moderated. Power off- 
take cannot really take off unless the final con- 
sumer of electricity is freed from the monopoly 
that state governments have over him. The 
Electricity Act promised to free him, but state 
governments are determined to defeat it. Fer- 
tiliser cannot take more gas while it is con- 
trolled; no new manufacturers will come in un- 
less they are given free access to the farmer. 
Synthetic rubber will not take off as long as the 
government keeps protecting the natural rub- 
ber producers of Kerala. And synthetic fibre 
cannot clothe India unless the finance minister 
can resist the temptation to tax it and to favour 
cotton. After almost 15 years of reforms, the 
markets for power, fertiliser, rubber and petro- 
chemicals await some basic liberalisation be- 
fore the market can take the gas that is only 
waiting to come to India. x 
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At a new high of 5,27,258 copies, 
India's fastest growing women's 
magazine is now the easiest way 
to reach Kerala. 

With over 55 lac readers every 
fortnight, Vanitha Malayalam has 
always been the quickest way to reach 
Kerala. Now, as Vanitha Malayalarr 
becomes the first women’s magazine 
in the country to cross the landmark 
circulation figure of 5 lacs, it is also 
the smartest 
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Indias largest sold and read 
womens fortnightly 





BW-NASSCOM INFOCOM 2004 


The East: Ready to accelerate 


The question is not whether companies want to go East. It is when. 





Reliance chairman Mukesh D. Ambani (2nd from right), flanked by West Bengal IT 


minister Manabendra Mukherjee (2nd from left) and ABP managing director Aniruddha 
Lahiri (extreme right) inaugurating BW-Nasscom Infocom 2004 


WO years ago, a visitor to 

Kolkata would have laughed 

at the prospect of the city 

becoming a popular desti- 

nation for companies set- 
ting up software development centres 
or BPO outfits. The availability of talent 
was never an issue. But it was the ap- 
palling infrastructure, the strikes and 
fears of trade union activity, at least the 
perception of all of these, that kept the 
new economy compa- 
nies well away from 
West Bengal. 

The BW-Nasscom 
Infocom started in 
such times, in 2002, as 
an annual event to 
showcase what the 
state, clearly left be- 
hind in the IT rush, 
had to offer. Last week, 
at the third edition of 
Infocom, the question 
was not whether Kol- 
kata can attract the 





best of companies, but how soon it will 
catch up with, even overtake, other IT 
hotspots in India. 

Mukesh D. Ambani, chairman, Re- 
liance Industries, was the chief guest at 
Infocom and set the ball rolling by an- 
nouncing two new initiatives. The first is 
a solutions development centre at 
Kolkata that will employ 2,500 IT profes- 
sionals in the next three years. The sec- 
ond, the Dhirubhai Ambani Institute. 


Learning from Bangalore 


HILE the hurly burly was on at Infocom 2004, a closed-door stocktaking 
meeting was being held between West Bengal chief minister Buddhadev 
| Bhattacharya, IT minister Manabendra Mukherjee, the chief secretary, the IT 
secretary and five Nasscom board members — Jerry Rao, Kiran Kamik, Nan- 
dan Nilekani, Raj Dutta and Roopen Roy. 
Alarmed by Bangalore becoming a victim of its own success in terms of 
not making allowances for the requisite infrastructure to sustain its IT growth, 
the five put forward their points for Kolkata. 
The first was putting in place the physical infrastructure needed to sustain 
| the expected boom. The second was the need to bolster intemational flight 
connectivity from the city. The third and critical point was long-term planning to 
ensure the numbers and quality of manpower to sustain the industry. 
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( The first of its kind was in Gujarat.) 

Other leading lights of the Indian IT 
industry were also present in full 
strength — Nandan Nilekani, CEO, pre- 
sident and MD, Infosys Technologies; 
Subir Raha, chairman and managing di- 
rector, ONGC; Bimal Jalan, former gov- 
ernor, Reserve Bank of India; Prithwis 
Mukherjee, partner, IBM Global Ser- 
vices India; David N. Barnes, director 
(governmental programs), IBM; Gina 
DeBoutez, manager-market develop- 
ment, Intel Corp, and Darren Leffler of 
Nortel Networks. 

Ambani was the one to make the big 
bang announcement this time, but oth- 
ers, too, have put Kolkata on their map. 
They include IBM, TCS, Cognizant 
Technology Solutions, SkyTech Solu- 
tions, Computer Associates, GE, Lex- 
mark, NIIT and Atos Origin. Wipro Tech- 
nologies and its BPO subsidiary, Wipro 
Spectramind, have already commis- 
sioned facilities here. 

About 1,000 of their professionals 
are logging in the city every day and the 
two plan to take this to 7,000 in the next 
18 months. Wipro has asked for an addi- 
tional 50 acres of land at the new town- 
ship at Rajarhat to meet its growing 
needs. The new campus will be second 
only to Wipros facility at Bangalore. 

Satyam Computer Systems sees its 
next development centre coming up 
here, while HSBC is 
planning to com- 
mence its BPO opera- 
tions in Kolkata by the 
third quarter of 2005. 
In all, about 30 IT 
companies have set 
up base in the state 
last year. 

The Infocom 
event itself has be- 
come bigger each 
year. In 2002, it 
recorded 30,000 foot- 
falls. In 2003 this went 


Why Kolkata 


e 65 engineering colleges in West | 
Bengal, including I[T-Kharagpur, en- 
sure supply of high quality talent 








€ At Rs 70,000-1 lakh p.a., salary 
for fresh graduates can be 40-50 
per cent lower than in other metros | 





€ At 10-15 per cent, attrition rates 
are lower compared to 20-30 per 
cent in places like Delhi & Mumbai 








@ At rentals of Rs 25-40 per sq. ft, 
Kolkata offers two million square 
| feet of built up space | 





€ Living costs can be 20-40 per 
cent lower than in Mumbai or Delhi 








up to 35,000, and this year it crossed 
50,000. The number of delegates also in- 
creased from 600 in 2002, 700 in 2003 to 
800 this year. 

Over the time that Infocom has been 
growing, software exports from the state 
have also been looking up. In 2001-02, 
the state recorded IT exports worth 
Rs 604 crore. In 2002-03, this almost 
doubled to Rs 1,200 crore and in 2003-04 
stood at Rs 1,600 crore. 

On its part, the West Bengal IT min- 
istry has held 46 roadshows over the last 
12 months throughout the country, 
showcasing the advantages of Kolkata. 
(See ‘Why Kolkata’) Now, the power sup- 
ply is actually reliable in Kolkata. Costs 
at Rs 3.20 per unit is lower than in Ban- 
galore or Mumbai. 

The governmentis doing its bit. Dur- 
ing a strike early this year, IT companies 
were given yellow stickers to place on 
employees’ cars identifying them as 
providers of an essential service, and 
were promised security. Such steps au- 
gur well for West Bengal's IT policy aims 
to make the state among the top three in 
IT exports by 2010. 

But well-wishers have a word of cau- 
tion for the industry. Many of them feel 
that while West Bengal has come a long 
way from being written off three years 
back to attracting companies now, it 
cannot rest on its laurels. Nasscom pres- 
ident Kiran Karnik says: "For Kolkata, 
things have changed, but we have a long 
way to go to ensure that this is not a 
short-lived opportunity. bi 

SHELLEY SINGH & PALLAVI ROY 








MANABENDRA MUKHERJEE/WEST BENGAL IT MINISTER 


'We need to battle 
perceptions 


One of the reasons why West Bengal 
and Kolkata have gained centre stage 


in IT in recent times is the state's IT 


minister, Manabendra Mukherjee. 
Always ready with an answer and 
prompt to market his state, BW cau- 
ght up with the dapper minister. 


m What are the specific steps being 
taken to achieve the targets of IT and 


[F-enabled services in West Bengal? 

First, we have to ask ourselves what 
an investor wants from an IT desti- 
nation. The first thing is quality hu- 
man resource — the basic raw mate- 





rial — and West Bengal is rich in this. 
But we needed to fine-tune our hu- 


man capital. We have also ensured a 
stable IT policy to help industry. Fi- 
nally, we have also worked towards 
providing good infrastructure. 


m What is the work that still needs 
to be done to achieve growth in IT? 
We need to battle three very negative 
impressions about Kolkata: labour 
issues, power and infrastructure. 
Labour is not a problem with any of 
the new industrial units. The new 
generation workforce belongs to the 
post-1977 era, where there was polit- 


ical stability and, so, their attitude is 
different. No longer, will you find 
boys sitting at chai shops all day be- 
cause people are working. 

To set this perception right, we 
even gave IT and ITES services pub- 
lic utility status. In the case of power, 
as most people know, we are a sur- 
plus state. Third is infrastructure. | 
am not going to compare Kolkatas 
infrastructure with that of other met- 
ros. I can say they have many prob- 
lems, but I can't say their shortcom- 
ings are Kolkata's strong points. So, 
we have to go about developing our 
own infrastructure. We 
also have the luxury ol 
long-term planning. We 
plan to extend metro ser- 
vices, and build 11 fly- 
overs across the city. We 
have tried to address the 
problem aggressively. But 
still, there is a negative 
perception. The onus is 
on us to prove this wrong. 
And, an event like Info- 
com goes a long way in 
helping us. 


m With the need for human 
resources, what kind of quality 
control can you exercise in the 
65-odd engineering institutes that 
have come up in the state? 

The biggest quality control is market 
forces. If the institute is not good, it 
will simply have to shut down. We 
have set up an academic advisory 
council, under whose aegis we plan 
to come up with two centres of excel- 
lence — one in soft computing and 
one in microelectronics. Apart from 
that, we have held industry-acade- 
mia workshops to come up with the 
ideal IT syllabus. " 
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PEN source 

software ver- 

sus propri- 
etary source soft- 
ware. This topic has 
been hotly debated 
for over a decade 
now, but it still stirs 
up enough passion 
for it to find its way 
into a session at Infocom. Ten years 
ago, the international IT community 
came together to form the Open 
Source Development Laboratory 
(OSDL) to promote software stan- 
dards that could be accessed by all. 
Today, OSDL has grown stronger and 
open source code usage has become a 
force to reckon with, much to the cha- 
grin of the king of proprietary stan- 
dards, Microsoft Corporation. And 
the numbers prove Microsoft's reac- 
tion correct. Linux is the number one 
Client Operating Environment (COE) 


HE business process outsourc- 

ing (BPO) industry is growing at 

over 40 per cent a year. In 2003- 
04, it employed 249,000 people and 
generated $3.6 billion in revenue. 
That's strong showing, but there are 
threats looming large. 

Most BPO companies are unable 
to get into higher-value services 
like analytics, logistics, and sup- 
ply chain management. For 
many, particularly the third- 
party units, over 75 per cent of 
the tasks are voice-related. That 
includes high-end work like IT 
help desks and troubleshooting 
on the phone. But over 90 per 
cent of the voice work relates to 
customer care. And that's not 
where the companies want to 
stay stuck. 

Another fear: many such 
jobs may soon be taken over by 
machines. Says Darren Leffler, 
head (product & solutions mar- 
keting, Asia-Pacific), Nortel Net- 
works: "Speech recognition 
technology is now capable of 





OPEN SOURCE 


A matter of ideology 


and is growing at 25.4 per cent CAGR. 

What is driving this force is gov- 
ernments of developing countries 
across the world, spearheaded by In- 
dia, China and Brazil. In fact, forecasts 
say that by 2007, 85 per cent of the 
Asia-Pacific region will run on Linux 
COE. "There are different kinds of po- 
litical and business reasons to opt for 
Open Source standards. The principal 
reason is cost because using open 
source standards is 10 times cheaper 
than using any proprietary standard. 
So, when governments want to in- 
crease PC penetration in countries 
like India, using cheaper operating 
systems is always the optimum way to 
go," says Gina DeBoutez, market de- 


handling a vocabulary of over 50,000. 


Today, interactive voice response 


(IVR) systems come with better nat- 
ural language interface, and their 
numbers are growing." 

Already, IVRs can handle half the 
work of a call centre. Now, with better 
speech interpretation technology, 


BPO CHALLENGES 


Invasion of 
the machine 


Wipro 
Spectramind 
chairman 


Raman Roy 





velopment manager (marketing and 
channels), Intel Corporation. 

She also says that platforms like 
Linux allow applications to be cus- 
tomised so that countries can do so to 
suit their needs. Interestingly, De- 
Boutez also feels that talent can be re- 
tained within the home country with 
Open Source standards as there is 
motivation for software professionals 
to use their talent and give back to so- 
ciety rather than relocate. 

Ultimately, however, it all boils 
down to choice. Proprietary sources 
are all about being tried and tested 
and Open Source is about ideology. 
The field remains open. E 

S.S. & P.R. 








this is set to increase to 95 per cent in 
the next couple of years. According to 
a Gartner estimate, the speech recog- 
nition technology market, that stood 
at $677 million in 2002, will be worth 
$5.3 billion by 2008. 
IVRs bring swift returns on invest- 
ment and, of course, there is no prob- 
lem ofattrition. Attracted by that, 
companies like Vodaphone, HP, 
Sprint and UPS are increasingly 
using such systems. UPS, for one, 
has seen the costs of handling a 
call come down from $4 to $2 by 
using automated systems. 
Raman Roy, chairman and 
managing director of Wipro 
Spectramind, is of the opinion 
that though the threat from au- 
tomation is real for most PBO 
companies, such systems will 
take some time to gain ground. 
That’s perhaps the lead time 
BPO companies in India should 
use to reduce their dependence 
on voice-related work and move 
up the value chain. m 
S.S. & P.R. 
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HAT there are infrastructure 

problems constraining the de- 

ployment of IT — not only in 
Kolkata, but across the country — is 
well known. Perhaps less known are 
the actual problems companies face 
when deploying IT solutions in their 
networks. That's the point SBI man- 
aging director Chandan Bhatta- 
charyas presentation at Infocom 
2004 illustrated. 

In the past 18 months, SBI has 
spent Rs 1,500 crore on IT and com- 
munication systems for its 14,000 
computerised branches. It manages 
4,500 ATMs (out of 16,000 ATMs in all 
in India), all networked. About half the 
ATMs are offsite, that is, at places 
where the bank doesn't have a branch. 
They conduct half-a-million transac- 
tions a day and disburse Rs 2,000 crore 
a month. And that's increasing by 20 
per cent every month. 

Now, the infrastructure problems. 
Even if SBI wants to cover all its 
branches with basic technology — In- 
ternet access, computers, etc. — it 
cant possibly do so. There are 84 SBI 
branches without electricity, 2,000 
branches run on generators, 275 have 
no phone connection (land lines or 





MPRESSIVE statistics about 

the growth of the software 

sector in Kolkata are no 
longer surprising. Yet, too fast a 
pace of growth can leave the city 
stranded with no infrastructure 
to support the industry. One area 
of infrastructure where the city is 
beginning to score higher is 
space. The construction of Tech- 
nopolis, claimed to be Indias first 
green building’ and purported to 
be the city’s premier IT destina- 
tion, was announced by the state 
IT minister Manabendra Mukh- 
erjee. This is the next level in con- 
struction technology, with water- 
tight specifications for fire safety, 
noise management, indoor air quality 
and building technology. 

To be built by the Kolkata-based 





IT IN BANKING 


astructure first 





SBI managing director Chandan Bhattacharya (extreme right) makes his point 


mobiles) and 2,000 branches are lo- 
cated in places without Internet ac- 
cess. Asks Bhattacharya: “If infrastruc- 
ture does not catch up, how will Indian 
banks be globally competitive?” 
Compare this to how banking has 
changed in the US. There, the cost per 
transaction falls from $4 to just 40 
cents by moving from the branch to 
the ATM, and to 25 cents if it’s on the 


TECHNOPOLIS 


As green as IT gets 


An artist's impression of the building 
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Saraf group jointly with the West Ben- 
gal government-owned Webel, work 
has already started on the building at 
Saltlec, the city’s IT hub. 
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Internet. Such savings (as a share of 
the total cost) have not happened in 
India as the volume of transactions is- 
n't adequate. Banks need to comput- 
erise more and people need to use 
ATMs and Net banking more often. 
And for that to come about, the infra- 
structure has to improve apace. Is the 
government listening? 

S.S. & P.R. 


Some of the unique facilities Tech- 
nopolis plans to provide are: a design 
orientation that aims to reduce the 
heat load, rain water harvesting and 
waste water recycling, and treated 
fresh air conforming with interna- 
tional standards. The stairwells are 
pressurised for smoke-free evacua- 
tion in case of major fires. 

None of this comes cheap. The in- 
vestment is a neat Rs 92 crore (only 
construction costs). Yet, this is the di- 
rection in which smart office spaces 
have started moving internationally. 
In the IT mecca of San Jose, US, all 
new constructions and retrofits have 
to adhere to these standards. If the 
software has to be cutting edge, so 
should be the buildings in which they 
are written, right? 

S.S. & P.R. 


INFOCOM 2004 


Safari 


E - INDIA-ASEAN © 





* 135 PS * DUAL ZONE AIR-CONDITIONING * ABS WITH EBD · DUAL AIR BAGS « KEYLESS ENTRY WITH ENGINE IMMOBILISER + 5-LINK REAR SUSPENSION W 
TATA MOTORS SPRINGS « ELECTRIC SHIFT-ON-THE-FLY 4WD * POWER & HEATED MIRRORS » 5-WAY HI-FIDELITY MUSIC SYSTEM « CRASH CER 


TIFIED TO EUROPEAN NORM 








Prices start at Rs. 7.27 lakhs (Ex-showroom Deihi). Tata Safari conforms to Bharat Stage Il norms and comes with an 18-month, unlimited kms. warranty. Available in 4x4 an 
versions. Insist on a 18 + 18 month warranty option. For further details call us toll-free at 1600-225552. Download exciting Safari freebies at http 
uvpmg @tatamotors.com + REGIONAL OFFICES: Mumbai: 022-56561600, Gurgaon: 0124-2805141/43, Kolkata: 033-22262784. Bangalore: 080-56620500 - DISCLAIME! 
MOTORS LIMITED makes no representation or offers no warranty with respect to the picture, which is licensed from a web-site. for any purpose, whatsoever 


UV Llalamotors.com e-mail u 














-x 
fex *« AA 
— — 


Bn. X 


w je patents lav eo ZOT * f 
eu Aire rules 
government Sand: an 

amendment — vile 


on ks epee 


> 
Ut 
| 
^ 





N her ornately furnished offices 
on Delhi's Kasturba Gandhi 
Marg, Krishna Sarma is keeping 
her assistants on the run. Care- 
fully prepared documents are 
being sent out to those who 
matter. Journalists are being briefed and 
between court appearances, Sarma, à 
patent and trademark attorney, is mak- 
ing the final round of presentations to 
ministers and bureaucrats before the 
winter session of Parliament opens. 
That's when the much-delayed third 
amendment to the Indian Patents Act, 


1970, will be introduced to put industry | 
under a products patent regime that it | 
has not known before. Sarma is presi- | 
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dent of Corporate Law Group which 
represents the global big boys who 
make up PhRMA, the Pharmaceutical 
Research and Manufacturers of Amer- 
ica, that control most of the major 
patents in the world. Its clout is formida- 
ble at home and abroad. 


Busier than Sarma is the Mumbai- | 


based Dilip Shah, pharmaceutical con- 
sultant and secretary-general of the In- 


dian Pharmaceutical Alliance (IPA). He | 


has spent more time in the capital than 
usual, trying to convince key politicians 
and mandarins what the new patent 
law should include — or exclude. The 
IPA represents ten leading pharma 
companies who account for a substan- 
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tial chunk of domestic production and 


exports, and Shah, with a lifetime of ex- 


perience dealing with MNCs, comes 


well-armed to do battle against them. 


Most of the skirmishes have been 
taking place in ministerial offices, where 
the campaign to win friends and influ- 
ence government has been taking some 
bizarre turns. Time, however, is running 
out for the industry, consumers and In- 
dia as the deadline to make patents laws 
compatible with TRIPs (Trade Related 
Intellectual Property Rights) looms 
large. On 1 January 2005, India like the 
rest of the world, barring the least devel- 
oped countries (LDCs), is expected to 
have in place a product patents law, an 
eventuality that it has had a decade to 
prepare for since the WTO brought IP 
into the rules of global trade. 
However, it is only since August this 
year when the newly-elected United 
Progressive Alliance tried to introduce 
the Bill in Parliament that the lobbying 
turned frenzied. And it's not just the 
pharma industry that is eager to have its 
voice heard. Across seminar halls, a host 
of organisations, from consumer pro- 
tection groups to those working on 
AIDS treatment, have been seek- 
ing adequate safeguards in the 
law which they say will create 
monopolies and make the cost 
of medicines exorbitant. Al- 
most all of them have sent ap- 
peals to the Prime Minister 
and at least one organisation 
has sought the intervention of 
the National Human Rights 
Commission. 

Among the political parties, 
the Communist Party of India-Marx- 
ist (CPM) has also been working over- 
time to safeguard what it calls national 
interests. Politburo members S, Ram- 
chandran Pillai and Sitaram Yechury 
have been drafting notes for the Con- 
gress-led government that it supports 
from the outside and influences greatly. 
These notes reiterate the party's well- 
known position on TRIPS and the 
patent issue. This position, formalised 
on 23 November, and backed by the 
gaggle of other Left parties like the 
CPI, Forward Bloc and RSP. calls for 
strong pre-grant opposition and the 
grant of patents only to new entities 
and processes. It also wants the law 
allowing patents for micro-organisms, 


non-biological and microbiological 
processes to be revoked. In short, it 
wants the previous amendments to be 
brought under the scanner as well as a 
review of TRIPs from the standpoint of 
public health concerns. 

Why is this legislation provoking 
such passion? The simple answer is that 
it will affect all Indians as consumers. 
Drugs prices here are the lowest in the 
world because Indian companies, 
through skilful process innovations, 
have been able to make cheap copies of 
patented drugs that are very expensive 
elsewhere. The crux of the battle is be- 
tween Indian and global pharma. 

At stake is a $35-billion opportunity 
for domestic companies. When a whole 
host of drugs goes off-patent, it will 
open the way for Indian pharma to 
make cheap generics. A restrictive pat- 
ent law could take drugs worth Rs 3,000 
crore out of their purview. For drug 


MNCs, on the other hand, such protec- | 


tion would allow them to break into a 
market estimated at Rs 36,000 crore (in- 
clusive of exports of Rs 15,000 crore) 
and growing at an average 7-8 per cent. 
They promise large-scale investments 
once the patent blockade is lifted. 

But the issue is not as simple as that. 
The core of the third amendment rev- 
olves around patentability: what is pat- 
entable and what is not. The over- 
whelming majority of industry, as 
represented by IPA, the Indian Drug 
Manufacturers Association and the 
Bulk Drug Manufacturers Association, 
want the scope of patentability to be re- 
stricted to new chemical entities 
(NCEs), that is, completely new drugs. 
Their argument: the global majors have, 
over the past decade, been resorting to 
‘evergreening — making variations on 
the same drug through the use of differ- 
ent salts and derivatives, to extend the 
patent life beyond the original 20 years 
(see ‘No Pat Answers’). This delays the 
entry of generics into the market inordi- 
nately — and generics are In- 
dian pharma’ strength. 

Sarma's contention: any 
attempt to restrict patentabil- 
ity to NCEs would not be TRIPs 
compatible. Besides, it is in In- 
dian industry's interest to pro- 
tect incremental innovation 
and derivatives because of 
where its strength lies. 





Shahs rejoinder: resist the various 
pressures that are being exerted to im- 
pose a TRIPs-plus regime on India. By 
bringing in a TRIPs-compliant law that 
takes advantage of its inherent flexibili- 
ties, the country must show the world 


. howto balance the interests ofthe inno- 


| 
| 





vator and the consumer, how to bring in 
investment without yielding its position 
as the leading generics manufacturer. 

The other problem area is pre-grant 
opposition, which allows patent appli- 
cations to be challenged before they are 
granted. The 1970 Act has this provision, 
but the Third Amendment Bill moved 
by the previous BJP-led National Demo- 
cratic Alliance (NDA) government had 
removed it. Fortunately, that Bill, intro- 
duced in December 2003, lapsed be- 
cause of elections and the defeat of the 
NDA. The amendment sent to the Un- 
ion Cabinet for approval by commerce 
and industry minister Kamal Nath on 17 
August was a verbatim reproduction of 
the NDA Bill and would have gone 
through had it not been for the setting 
up ofa Group of Ministers (GoM). 

Some members, especially minister 
for chemicals and fertilisers Ram Vilas 


. Paswan, backed by agriculture and food 


and civil supplies minister Sharad 
Pawar, had raised objections to the fact 


| that the Bill had done away with the pre- 


grant opposition that was available in 
the 1970 Act. This they felt would open 
the floodgates to ‘frivolous patents’ 
aimed at delaying the entry of generics. 
It is learned that pre-grant opposi- 
tion has indeed been incorporated in 
the Bill. But official sources were unwill- 
ing to comment on the nature of this 
proviso. It is also not clear whether in- 
dustry's demand to allow just NCEs has 
been accepted. "There are adequate 
safeguards against the misuse of patent 


applications. We are trying to help the | 


pharma industry by achieving a bal- 
ance," a commerce ministry official told 
BW on Monday. The official's closing 
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comment was: "We have to think of the 
interests of all of industry, not just 
pharma. But it is made out as if only 
pharmais affected. In any case, this is an 
industry divided." 

The last is a reference to the divi- 
sions that have emerged in the pharma 
groupings. The most serious was the re- 
ported objection by Ranbaxy to confin- 
ing the scope of patentability to NCEs 
since the company has done well by de- 
veloping new drug delivery systems 
(NDDS). Although IPA is against incre- 
mental innovations, it says NDDS is eli- 
gible for patenting. However, that differ- 
ence appears to have been papered over 


| and Ranbaxy CEO Brian Tempest is 


quoted as saying that his company is 


| fully supportive of the IPA position. 


There have been other dissensions. 
Kiran Mazumdar Shaw, president of the 
Association of Biotechnology Led En- 
terprises (ABLE), a forum of the biotech 
industry and investors, would like to see 
a strong patents regime that recognises 
both product and process patents. “We 
favour incremental patents despite the 
connotation of evergreening of pat- 
ents,” says the chairman and managing 
director of Biocon, “because it will help 
innovative Indian companies to cross- 
license such incremental patents and 
negotiate commercially favourable 
arrangements with the innovator.” Inci- 
dentally, PhRMA is an associate mem- 
ber of ABLE. 

While industry wrangles over what is 
in its best interest, some politicians ap- 
pear to have changed their stance. 
Among the more dramatic turnabouts 
is the reported decision by former com- 
merce minister Arun Jaitley to back the 
demand for pre-grant opposition that 
was absent in the Bill that he moved in 
December 2003. According to informed 
sources, he is reported to have said that 
he had been misled by the official who 
prepared the 2003 Bill, and that he was 
unaware of some of the implications. 


“No one has seen the proposed 
amendments, not the political par- 


ties, not the scientific community, not 
the industry.” Suman Sahai, Gene Campaign 





depth vlc d 


Interestingly, the former minister is 
now the legal counsel for the Indian 
drug firm Natco Pharma, which is one of 
the several domestic firms hit by the fall- 
out of the mail box and exclusive mar- 


keting rights (EMR) law provided by his | 


government in the 1999 amendment. 
EMR was meant as a transitional arran- 
gement before product patents came 
into force. The Indian firm is locked in a 





court battle with Novartis, the MNC | 


which was granted the EMR last year 
with retrospective effect. 
The lack of transparency on the part 


of the government has done much to | 


encourage the lobbying by vested inter- 
ests. As with the first and second am- 
endments (passed in 1999 and 2002) 
that brought about significant changes 
in the patent system (the patent term 
was increased from seven to 20 years 


and patent protection granted to micro- | 


organisms and certain types of soft- 
ware) there has been no open discus- 
sion of the issues involved. 

"No one has seen the proposed 
amendments, not the political parties, 
not the scientific community, not the in- 
dustry,” frets Suman Sahai, convenor of 
the Gene Campaign and a member of 


the government's expert committee for | 


framing a national biotech policy. Gene 
Campaign works on issues of food secu- 
rity and livelihood of farming commu- 
nities, and Sahai has serious concerns 
about the possibility of gene patenting 
being allowed in the Bill. She, too, has 
dashed off a letter to the Prime Minister 
urging that any attempt to include cells, 
plasmids, genes and DNA as patentable 
material in the new law "should be put 
down decisively”. 





Secrecy and 
obfuscation have 
made the critical 
exercise of passing 
the new law more 
complex than it 
should have been. 
Take, for example, 
the attempt by 
some ministers to 
draw a link between the phasing out of 
the Multi-Fibre Agreement on textiles 
and the patents law. No such link exists. 
The MFA will end as scheduled on 1 Jan- 


uary with the developed countries, in- | 
| cluding the US, having formally notified 


the WTO they would be lifting quotas. 
With the TRIPs agreement, however, 
there is a significant difference. All that 
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All India has to do is to 
show serious intent to 


comply with TRIPs: the 
deadline is not sacred 





At least 21 countries allow pre-grant op- 
position — although Sarma insists the 
number is much lower — and some, like 
Israel, have allowed such proceedings to 
drag on for 19 years without any com- 


| pensatory provision to make up for the 


India has to do is show serious intent to 


comply with the provisions: the 1 Janu- 
ary deadline is not sacrosanct, accord- 
ing to some experts. Says the represen- 
tative of an American drug MNC: "Even 
if the patent amendment is delayed by 
six months to a year, it's no big deal. If In- 
dia shows that the patent amendment is 
underway, no retaliatory measures will 
be taken against it." 





It would appear that the content of | 


the proposed law, and not the deadline, 
is of interest to PhRMA. But Delhi seems 
to be intent on pushing through the 
amendments without a thorough un- 
derstanding of what these would entail. 

The critical point about the patents 
law that the government is missing is 
that each country is entitled to formu- 


late the laws as it thinks fit; the WTO has | 


not imposed a straitjacket and it does 
not bar any member from making full 








use of the flexibilities inherent in TRIPs. | 


A big worry for the government is the patents management system. 
It does not have the infrastructure to cope with the applications that 
are expected to flood the Patent Office. 


It has beefed up its staff of patent examiners and begun modernising 
the branch offices across the country. But the question remains: are 
they in a position to handle the overflowing mail box? 


According to a statement made by the commerce and industry minister 
in Parliament, the total number of mail box applications received by 
the patent office is 5,637, of which 4,792 are pharma-related. 


The break-up of applications: Foreign companies: 4,398, Foreign 
nationals: 7, Indian companies: 1,110, Indian nationals: 122 
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loss of the patent term. 

Recently, Australia introduced stiff 
penal provisions for drug companies 
that resort to ‘evergreening’ to delay the 
market entry of generics. This recent 


| amendment outraged PhRMA and the 


US because it came in the wake of a spe- 
cial free trade agreement signed bet- 
ween the two countries earlier this year. 

India, on the other hand, appears to 
have put in very little thought in formu- 
lating its patent laws. Although this is an 
extreme piece of legislation, the law- 
makers appear to have little backgrou- 
nd on how the different systems have 
worked elsewhere. In fact, they do not 
even have data on the kind of safeguards 
that recently passed laws elsewhere in 


. the world have incorporated. All of 


which makes the government suscepti- 
ble to pressures from vested interests. 
As the Third Amendment Bill is in- 
troduced in coming days, it will be com- 
peting for attention with 43 other laws 
listed forthe winter session. This session 
of Parliament has just 18 working days, 
leaving little time for a proper discus- 
sion of the patent issues. The Left insists 
that the Bill should be referred to a 
parliamentary standing committee. 
Caught in a bind, the government may 
find it expedient to issue an Ordinance. 
Will this solve the problem? The 
Ordinance will probably be a simple 
one that deletes the section that pro- 
hibits product patents in the 1970 Act. 
This will buy the government time, giv- 
ing it some breathing room so it can 
come to terms with the complexities of 
the new patent regime. It is unlikely 
though, that such a move will find pop- 
ular support. Already, the air over Parlia- 
ment is bristling with opposition. M 
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HE government has a 
tough task ahead of it in 
balancing the interests 
of various stakeholders 
in formulating the new 
patents law. While it has 
to make the law innovator-friendly, it 
also has to ensure that consumers do 
not have to pay through their nose for 
new breakthrough drugs. 

While this might sound like the gov- 
ernment has to only support the do- 
mestic industry, this is not really so. 
What it needs to do is to strike a balance 
between the interests of the industry on 
one side (irrespective of provenance) 
and consumers on the other. It will be 
difficult to get a patents law that encour- 
ages competition, and vet fosters afford- 





able research. But it is worth a try. Now 
that the deadline is drawing near for In- 
dia to usher in drug patents, the whole 
world is watching for several reasons. 

For PhRMA, the powerful US-based 
lobby of MNC drug companies, it 
means a major opening up. PhRMAS 
drug discoveries, made through years of 
research, will not be copied cheaply by 
Indian companies if the regime kicks in. 
So, ideally, a new patents regime should 
mean more foreign investments in re- 
search and manufacturing in India. 

But copying new drugs is still the 
bread-and-butter business of most In- 
dian companies. So what should the 
government do, especially in light of the 
added issue of drug prices? Even today, 
medicines reach less than 40 per cent of 


Some thorny issues that India’s patent law 
must tackle. By Gauri Kamath & Gina S. Krishnan 
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the population. A patent system that en- 
courages monopolies could price new 
drugs out of the reach of most consu- 
mers. India is also a key drug supplier 
(under patent and off-patent) to other 
developing countries which have little 
or no manufacturing capacity. There are 
fears that this supply could be curtailed 
by the new regime. "That is the reason 
why people interested in access to med- 
icines (all over the world) have been so 
concerned," says Frederick Abbott, pro- 
fessor of international law at Florida 
State University College of Law. 

The worry now is that in an effort to 
keep everyone happy, the government 
will opt for a loosely formulated law that 
has too many ambiguities, which will be 
left to the courts to interpret. Here are 
some thorny issues that could start 
some bitter battles: 


What To Patent? 


The reason why the government should 
define patentability is to avoid frivolous 
patenting, or patents that seek to extend 
protection beyond their 20-year tenure. 
This phenomenon of evergreening has 
become rampant globally with the orig- 
inal patent holders, invariably MNCs, 
delaying the entry of cheaper generics 
by making variations to existing drugs to 
extend their patent life. Even developed 
countries that are liberal with their 
patents are grappling with this problem. 
Recently, Australia proposed a $10-mil- 
lion fine on drug companies for ever- 
greening, while Canada is considering 
ways of preventing this. Similarly, the 
European Union sent a directive to 
member countries which said that de- 
rivatives and other incremental chan- 
ges to active substances would not be 
patentable. It, therefore, required them 
to alter their patent laws by October 
2005 to conform to this principle. 
Although India has agreed in the 
WTO that it will award patents on 
new drugs or new chemical enti- 
ties (NCEs) that have sought 
patents in any of the Patent Co- 
operation Treaty countries on or 
after 1 January 1995, there is the 
vexed question of what consti- 
tutes a new drug. “Just about 300 
new drugs and major technologies 
have been invented in the last 
decade,” says Yogin Majumdar, presi- 
dent, Indian Drugs Manufacturers’ As- 
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that patents should be available 
to not only new chemical entities 
(NCEs), but also to novel dosage 
forms as well as other incremental 
innovations. Indian scientists and industry are techno- 
logically well-advanced in formulation development 
and can take advantage of this expertise by patenting the 
results of their research. Thus, it is very surprising that it 


is even being considered for debate that patentability 


HERE should be a clear provision to prevent ever- 

greening of patents. If (an Indian company) markets a 

product that it feels is free from patents because it is a 
pre-1995 product, what does it do if a polymorph patent is 
granted, like in the Glivec EMR case? (By preventing ever- 
greening), none of the existing (generic) products in the 
market will have to be taken off. With such a large number 
of patients suffering from diseases like asthma and dia- 
betes, India cannot afford a monopoly. In 1995, when we 
signed TRIPs, we told the WTO that we've had no patents 
thus far, so give us a transition period of 10 years. To me, it 
meant that product patents would only be filed after 1 Jan- 


port had clearly recommended | 








should be restricted to only NCEs. This would clearly be 
counter-productive and act as a disincentive for such 
research. Pre-grant opposition is likely to lead to delaying 
of patents, and will cause unnecessary litigation and frus- 
tration to innovators. 

All the major markets in Asia do not have a provision 
for pre-grant opposition. Major countries like Japan, Ger- 
many and South Korea that had provision for pre-grant 
opposition have now moved to a post-grant opposition 
regime. A simple analysis of patents and trademark grants 
shows that only 2 per cent of patents and trademarks were 
opposed. Thus, it stands to logic that any system should 
be so devised that it serves the needs of 98 per cent rather 
than the2 per cent. 
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_ its law). There has to be pre-grant oppo- 
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on 1 January 1995, you could've incor- 
porated TRIPs into your law the next day. 
It is up to India to use the word ‘fil-ed’ (in 


sition, or anyone can patent any junk. If 
you file a patent internationally for the 
first time, you are given 12 months in 
which to file a patent in any other country. After that, you 
just cant file. But MNCs here are doing that. There will be 









socation (IDMA). By that logic, the 
number of applications pending with 
the government should only be in hun- 
dreds. However, the mail box (which 
contains pending applications) has over 
4,700 applications. This has led IDMA 
and other domestic lobbies like the In- 
dian Pharmaceutical Alliance (IPA) to 
conclude that many of these are for 
marginal changes to pre-1995 drugs. 

"If granted, such delays could force 
generics of such drugs off the market, 
and in the future delay their entry,” says 
D.G. Shah, secretary general, IPA. He 
cites the example of Swiss drug com- 
pany Novartis' anti-cancer drug Glivec 
(scientific name: imatinib). Last De- 
cember, Novartis was awarded an exclu- 
sive marketing right (EMR) on Glivec 
pending approval of its patent applica- 
tion. This was made on the basis that the 


uary 2005. Not granted, but filed. If you grant patents filed 











| 


first patent claim on the drug was regis- _ 


tered in 1998. As a result, half a dozen 
domestic companies were forced to 
withdraw their generics from the mar- 
ket following a court injunction granted 
to Novartis. It is still fighting a case 
against one of them, Natco Pharma. 


Indian companies claim that the 
molecule, imatinib, was first patented 
prior to 1995 and that the 1998 applica- 
tion was for a different chemical struc- 
ture or polymorph of imatinib. The 1970 
patent law — and the bill tabled last year 
— are silent on these so-called incre- 
mental innovations. 

But there is another aspect to these 
incremental innovations which far out- 
weigh the number of new drug discov- 
eries. Susan Finston, associate vice- 
president of PhRMA, says this is an area 
where unexpected discoveries have 
brought "tremendous social benefit". 
For example, the active ingredient for 
Viagrais now being used to treat lungs of 
premature infants with breathing diffi- 
culties. “In the US and most other coun- 
tries, scientists are able to conduct this 
kind of research because they can get a 
patent on the new or second use of a 
molecule,” she claims. 

The MNC lobby also points out that 
the Indian pharma industry is shooting 
itself in the foot by seeking to exclude 
these discoveries. Until Indian compa- 
nies come up with NCEs of their own, 
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hundred and one bogus patents in that mailbox. 





A term used to describe the 
situation where incremental 
improvements in design were 
given protection for a limited 
period of time. Now the term 
has a new meaning: 'Any type 
of protection that is provided 
for inventions that do not 
qualify for full patent 
protection.' This protection 
existed in Brazil, Germany, 
Italy, Japan and The Philip- 
pines, among others. Since 


. then, many countries have 


adopted some sort of protec- 
tion of this type for useful 
articles or other ‘low-grade’ 
inventions. The utility models 
differ from patents in the 


standard of invention required, 


| 
| 
J 





and the basis on which novelty 


is assessed. Can this be 
applied to pharma? Every 
country must consider it. 
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SYSTEMATIC understanding 
of trends in technologies and 
global production networks is 


essential in order to figure out the 
segments in which Indian firms can 





property (IP) laws that can facilitate this participation 
and transition need to be made. Such an analysis has 


not been done. 
Pre-grant opposition makes sense. Our patent office 
| market), patent holders will go to court and seek prelim- 

inary injunctions. This will essentially force the Indian 
businesses to leave the market. It seems to me it would 
make more sense to allow the Indian industry to challenge 
within a reasonably-defined timeline prior to the grant of 
those patents. 

With a pre-grant opposition procedure, this could be 
worked out quickly and fairly before what could be a very 
costly, ugly situation develops. India has had this proce- 
dure on its books for quite some time. And as I understand 
it, there have been relatively few pre-grant oppositions and 
there's a well-defined timeline for concluding the proce- 








F and when patents are granted (on drugs already on the 


potentially participate effectively | 
and move up the value chain. Changes in intellectual | 





. would manage the system. I would also 








...... PATENTS 


ö— — — — — — 


will have to gear up to deal with such oppositions and 
there is always a possibility of legal delays. But the major 


| gain is that the application will be scrutinised minutely 


by ‘competitors’ and the evaluation burden on the 
patent office would get somewhat mitigated. As we 
build the capabilities of the Indian patent office, pre-grant 
opposition would provide support at the margin. 

While incremental innovations like polymorphs 
and metabolites should not be allowed — because they 
can lead to evergreening — I am in favour of new use 
patents and a more liberal interpretation for the pat- 
enting of new drug delivery mechanisms. Indian phar- 
ma companies have the capabilities to benefit from 
such protection. 


FREDERICK ABBOTT 
Intl. law professor, Florida State Univ. 


dure. There is no adverse history. So 
given those facts, I would say there is no 
reason to cast suspicion on how India 


argue that given the balance of public in- 
terest at stake, the patent system 
wasnt intended to grant rewards to rela- 
tively minor changes in chemical structure. And India's 
best interests would be served by limiting the number of 
patents to those that are truly innovative. 


| 














they will benefit by making small | 


changes to existing drugs. Ranbaxy in- 
vented a new drug delivery system for 
the antibiotic ciprofloxacin and licen- 
sed it to German company Bayer. Bayer 
is now selling the once-daily drug as a 
patented medicine in the US. 
Admittedly, there is much to be said 
for this argument because the 'one mol- 
ecule-one patent' law might not even 
benefit the domestic industry currently. 
According to one estimate, the PCT 
database has 4,200 applications from 
Indian companies. Of these, 55 per cent 





are for incremental innovations like de- | 
rivatives, formulations and new dosage | 


forms. The IPA and IDMA cleverly say 
that new drug delivery systems (NDDS) 
should be allowed to be patented. Many 
large Indian companies currently have 
active NDDS research programmes 
needing huge investment. So what con- 
stitutes an innovation is a big question. 


Pre-grant Opposition 

The Patents Act of 1970 allows a patent 
to be opposed before it is granted. There 
are reports that the government intends 


to dilute the number of grounds on 
which this opposition can take place. Yet 
the domestic industry believes that pre- 
grant opposition prevents frivolous pa- 
tents, whereas challenging a patent af- 
ter it has been granted would entail 
heavy cost for a company. 

A case in point is, again, the Novartis 
EMR on Glivec. There was no provision 
for pre-grant opposition by domestic 
companies against this EMR. A year af- 
ter the EMR was given, Natco Pharma is 
still fighting the case in court. IPAs Shah 
says pre-grant opposition is not a con- 
cept unique to India — 21 countries 
have it in their laws. On the flip side, the 
delays could also be costly for innova- 
tors. "Retention of a pre-grant opposi- 
tion system without strict time limits 
and clear procedures would hurt all in- 
novators in India," says Finston. 

According to a presentation made 
by Jay Kesan, an academic from the Uni- 
versity of Illinois, in countries where 
post-grant opposition had replaced 
pre-grant, parties preferred the courts 
once the patent office had made its de- 
cision. Yet, the absence of a strong pre- 
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grant clause could lead to a slew of 
patent law suits in an already strained 
judiciary. So it's a toss-up between over- 
burdening the courts or risking undue 
delays in granting patents. 


Work In Progess 


One strong argument for watertight leg- 
islation is that no one wants too much 
power vested with a single authority — 
in this case, the patent and trademark 
office. Yet, something that is too water- 
tight can also be limiting. Ananda Chak- 
rabarty, inventor of the first living mi- 
cro-organism to be patented, believes 
that broad definitions of patentability 
benefit companies. "What Indian com- 
panies need to do is to learn to use the 
loopholes to their advantage," he says. 
Adds patent lawyer Rajeshwari Hariha- 
ran of law firm Kumaran & Sagar: "A law 
which allows flexibility is better.... Going 
forward, the case law can define the 
scope of patentability.” 

So, it may be best to treat this lawasa 
work in progress, Putting it into practice 
will show where it works well, and where 
it doesn't. i 
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story 


the original sinner 


@ Refused to reduce provident fund rate in the last two years, 


despite advice from the finance ministry and the PMO. 


@ Reduced the rate to 9 per cent in 2003, but added a 0.5 per 
cent bonus as EPFOS golden jubilee gift to members. 


@ First labour minister ever to dip into the EPFO’s reserves 
(? Supported a recovery drive against defaulting companies; 
claimed it would enable EPFO to keep interest rates high. 

@ Allowed defaulters to pay in instalments. 

@ Launched a housing scheme and planned an 


unemployment insurance scheme, instead of trying to fix 
EPFOS's existing schemes. 


(? Launched an unorganised sector workers scheme just 
before the elections. Made EPFO run a pilot scheme, as there 
was no legislative backing for it. 


the fumble harmer 


@ Dropped PF interest rate to 8.5 per cent, but that’s still 
higher than what the EPFO earns 


@ Fired Central Provident Fund Commissioner Ajai Singh, 
who was spearheading reforms in EPFO, in August. 

@ Stopped issuance of social security cards by UTIISL, planned 
to get state-wise private vendors instead. Allowed the issuance 


of cards to continue, when the EPFO board confronted him. 


@ Initiated an enquiry into the modernisation project of 
EPFO on the basis of anonymous complaints 


@ Interfered in EPFO's recovery proceedings in some cases; 


wanted attached assets to be freed. 


tlie new man 


The new minister wants to consult the Left parties on the 
EPF rate. But he should try to: 

(? De-politicise interest rate decisions. 

(? Push through the EPFO modernisation project. 

@ Rejig the Employees’ Pension Scheme, 1995, which 
already shows a Rs 17,500 crore deficit. 

(? Should let go of EPFO, so it can come under the new 


pension fund regulator 
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ERE'S a pop quiz: what's the provident 
fund (PF) rate this year? Is it: (a) 9.5 per 
cent, the same as last year; (b) 8.5 per 
cent, as declared by the Union labour 
minister in August, (c) 12 per cent, that 
the Left parties and trade unions are de- 
manding, or (d) 8 per cent, what the 
EPFO is likely to actually earn this year. There are no right an- 
swers, but the options exemplify a sad truth. The rate of return 
the 4 crore Indians earn on their retirement savings has be- 
come the subject of a political tug-of-war. 

Businessworld has been writing about the problems of 
pension funds and provident funds for the last two years. But 
the recent few months have brought in a whole new set of 
problems for the Employees Provident Fund Organisation 
(EPFO). When Prime Minister Manmohan Singh was heading 
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to The Hague, the PMO said raising the EPF rate from 8.5 per 
cent (declared a couple of months back by the UPAS then 
labour minister Sis Ram Ola) to 9.5 per cent would be consid- 
ered. And last week, the Group of Ministers met with the Left 
parties to discuss two issues: the Rs 5-hike on LPG price and 
the EPF rate. The LPG price hike was rolled back, and the EPF 
rate is likely to be reverted to 9.5 per cent. 

Year 2004 marked the first time in the history of the EPFO 
when the Central Board of Trustees (CBOT) had to meet more 
than once to decide on the year's EPF rate. After Ola took over 
the EPFO board in May, it took the board four meetings to 
decide the rate. When he announced a cut in the EPF rate, 
experts saw that as a bold and rational move from the new 
UPA government. But the decision is still an interim one. And 
the way it was arrived at, every Indian worker should be 
feeling worried. 
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Most EPF board members, who include representatives o! 
the government, employers and employees, dont budge 
from their stance. The trade unions, the only representative 
of the workers, take stances according to their political affilia 
tions. For instance, the same Bhartiva Mazdoor Sangh (BMS 
that was OK with 9.5 per cent under the NDA government 
now demanding a 12 per cent rate, now that the NDA is sitting 
in the opposition. The Left parties trade unions, AITUC and 
CITU, are also demanding a 12 per cent rate 

"More was talked about the interest rate on TV than in the 
board's meetings. Trade unions wanted to show people tha 
they stood up for them. But they forgot this is not a manage 
ment-labour meeting. Each trade union was getting dire 
tions from their political parties," 
When it was pointed out that the reserves of the EPFO can! 
support even a 9.5 per cent rate, the BMS had suggested dip 
ping into future interest earnings instead of past reserves 
whatever that means. CITU’s theory is that with interest rates 
on the rise again, there is no reason for EPFO to reduce its rate 


savs a board membeli 


The truth is, interest rates are still way below 8 per cent 

The fourth meeting of the board on 9 August lasted for a 
marathon four and a half hours. Some board members asked 
Ola: "Why don't you talk to them (dissenting members) from 
position of strength?" Ola replied: "We will deliver the rate at 
cording to the returns expected." If that were the case, whi 
did the board have to meet to decide the rate at all? A couple oi 
accountants could have sat down with a pen and paper and 
calculated the return. 

The previous labour minister, the NDAs Saheb Singh 
Varma, kept the PF rate at 9.5 per cent even when the rate oi 
small savings schemes was cut to 8.5 per cent. The fina 
ministry had objected to his move, and even the PMO hada 
vised him against this. But Varma defied all prudent opinion 
thus introducing politics into the annual PF rate. The rate 
stayed at 9.5 per cent till the NDA went out of power, thoug! 
the market rate on government securities had dipped to 
per cent by then. 

So Ola inherited some of the politics surrounding tht 
rate. With the Left parties watching every move of the UPA 
government and the Parliament s monsoon session on, Ola 
prudently avoided trouble by deferring the decision on the PI 


rate. As soon as the session was over, he announced the 


Successive labour 
ministers have 
made a mess of the 
way your retirement 
savings are 
managed. And the 
situation is only 
getting worse. 
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terim 8.5 per cent rate at the fourth meeting of the board. 

Among the resolutions passed that day, one was a request 
to the government to enhance interest rate on its securities. 
And the finance ministry was asked to ratify the EPF rate for 
2002-03 and 2003-04. The finmin ratifies the annual PF rate 
decided by the CBOT, but hasn't done it for the last three years 
(during Varmas tenure). This means that any payments that 
the EPFO has been making to subscribers have been ad hoc 
and the 9.5 per cent rate was being given only to retiring em- 
ployees. For the rest, payments had actually stopped. 

The board also decided to wait for its finance and invest- 
ment sub-committee's recommendations before making a fi- 


nal decision on the PF rate. It is another matter that this very - 


committee had suggested to the CBOT in July that the rate 
should be slashed to 8 per cent. Paying 8.5 per cent means that 
the government would have to cough up a Rs 206-crore bail- 
out. At 9.5 per cent, the bail-out would be much higher. Ashok 
Singh of INTUC puts it well: "This is not in the interest of the 


workers. Using public money to pay a part of the same public | 


is not a largesse from any angle." So far, INTUC's is the sole 
sane voice and, incidentally, it is affiliated to the Congress. 

In this confusion, everyone is forgetting one simple fact. 
PF is a defined contribution scheme, one in which only the 
contribution amounts are fixed and payouts depend on the 
earnings of the scheme. How, then, can the rate be decided 



























































even before the financial year is over? Would a mutual fund 
manager declare his fund's annual dividend at the beginning 
ofthe year, before he's even earned it? This is the perfect recipe 
for a disaster, like UTI. 

But it wasn't always like this. Parduman Singh, an AITUC 
representative serving on the EPFO board since 1977, says: 
"Normally, the interest rate was just one of many items on the 
board's agenda. And the decision on the rate was made in the 
first fortnight of February, just before the financial year was 
over. There was never a need to take a vote on the rate." 
Usually, the board meets just twice or thrice a year. This year, 
Singh stopped attending after the second meeting on the rate 
issue went nowhere. 


The Real Rate 


The EPFO has usually concentrated on the stability of the re- 
turns, but it is the real rate of return that matters. Dr Mukul 
Asher, professor of public policy, National University of Singa- 
pore, notes: "From 1986-2000, the average annual interest rate 
of EPFO was nominally 11.8 per cent. But the inflation rate for 
the period was 9 per cent. The real rate was only 2.7 per cent." 
And this 2.7 per cent was achieved under an administered 
interest rate regime. As the regime ends, even this low return 
can't be ensured without major reforms in investment policies 
and expertise. Ravi Wig, a PHDCCI member representing em- 
ployers on the board, says: "People 
are forced to invest in it. At least they 
can manage it better? The board's 
responsibility should only be that 
workers get more benefits — if they 
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Asher hits the nail on the head: 
“When the rate was dropped 
to 8.5 per cent, the public dis- 
cussion dwelled on its appro- 
priateness, focusing on its so- 
cial welfare implications, the 
financial impact on EPFO and : 
political realities in provident = 


fund reform... They are not the 
‘right’ questions and do not e A 


deal with the core issues." 

He has some questions which, he 
thinks, need more deliberations. "Is 
the EPF Act, 1952, relevant? How is its 
governance structure and administra- 
tion, considering that it manages 
savings of most of India's working 
population? And, being one of the 
largest non-banking financial institu- 
tions in the country, how is its invest- 
ment performance?" 


Hidden Subsidies 


The EPFO's schemes have hidden sub- 
sidies that need to be tackled. Contri- 
butions to the scheme and with- 
drawals from it are tax-free. The wage 
ceiling is currently Rs 6,500. But work- 
ers with wages greater than Rs 6,500 
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Lessons from the world 


There is no such thing as an EPF rate in Malaysia. They 
call their annual payout a 'dividend'. Once, when the 
EPF declared a retum less than the prevailing bank 
rate, workers picketed its offices. To address such 
concems, the EPF has a minimum guarantee dividend 
of 2.5 per cent.Could India consider such a system, 
where investment management can be professional and, yet, the 
government doesn't renege on its social security obligations? 

While in India, labour ministers control the savings of the workforce, in 
Malaysia, this is the finance minister's job. Says Dr Mukul Asher, professor 
of public policy, National University of Singapore: "Intemationally, the 
labour ministry is never directly handling pension issues. Modem practice 
in provident- and pension-fund management is to set up a separate 
statutory body with tripartite boards, but with provision for independent 
experts and greater degree of accountability." Indeed, social security 
organisations around the world are autonomous. 

In Mexico, the trade unions play just one role — that of negotiating 
with pension fund managers to bring down management fees. The 
Malaysian PF has investment professionals on its board and its operations 
are transparent. India's EPFO fails on both counts. Its annual reports 
aren't public and neither are its pension scheme's actuarial valuations. 

Indeed, if the new Union labour minister K. Chandrashekhar Rao can 
delink EPFO from his ministry and focus on more pressing labour 








can also contribute — and receive the 
tax benefit. This is reducing individual 
and corporate tax revenues substan- 
tially and the finance ministry should be keen on tackling this. 

"Should EPFO be a tax shelter for the rich?" asks an econo- 
mist, giving some interesting statistics. A mere 3.6 per cent of 
EPF members have balances of over Rs 1 lakh. And, of the Rs 
150,000-odd crore at stake, a mind boggling Rs 126,000 crore is 
in the accounts of just 16 per cent ofthe members. So, though 
the average balance of PF members on retirement is Rs 25,000, 
85 per cent retire with only Rs 3,133 against their name. 

The EPFO is not meeting its legislative intent of providing 
old-age security, but its rate has become a short-term populist 
tool for politicians. And any higher politically 'set' rates will 
disproportionately go to those with higher balances. Financ- 
ing of this subsidy will crowd out other public expenditure. 

"Political haggling over the EPF rate is actually an anti- 
labourforce move. The Indian workforce is more than 400 mil- 
lion — EPFO members are less than 10 per cent of that. And by 
definition offormal employment, they are in the top half ofthe 
income group. However, taxes are paid by all workers. For a 
government that says it's pro-poor, this is a strange way to do 
things..." laments a social security expert. 

Theloss to the public account is not due to foregoing taxes 
onricher employees’ contributions alone. Of the 24 per cent of 
wages that an employee contributes to the provident fund 
scheme, 8.33 per cent goes into a pension scheme — the Em- 
ployees' Pension Scheme 1995 (EPS 95). For every 8.33 per 
cent that an employee puts into EPS 1995, the government 
pays 1.16 percent as its own contribution. But, why should the 


issues,he would eam greater political mileage from India's workforce. 


state provide social security only to the privileged few, when it 
has no resources to spare for the others? 

In fact, today as in 1952, the EPFO only covers companies 
with more than 20 employees that fall within 188 specified in- 
dustries. Even a large part of the organised sector is not cov- 
ered. BPOs, India's largest employment generator in the last 
few years, for instance, are still not covered by the EPFO. 

As on 31 March 2003, 79 per cent of EPFO' total invest- 
ments are in a special deposit scheme with the central govern- 
ment, which pays 8 per cent interest. This money does not 
contribute to building any assets. The rest of EPFO's assets are 
in central and state government securities and public sector 
bonds (some of which like IFCI are doubtful debts). The EPFO 
is supposed to be a fully funded scheme that pays what it 
earns. But, in practice, it is essentially a Pay-As-You-Go 
scheme (with annually defined benefits), where today's work- 
ers pay for today's retirees (through ever-greening govern- 
ment debt). The ultimate contingent liability is on the central 
government. As an economist says: “There's no fund. Its only a 
government black hole, with a complex facade." 


The State of Governance 


In its 52 years of existence, the EPFO has never managed its 
own investments. There are 20,000 employees in its 263 offices 
but no one understands finance. There isn't even a treasury 
department. Incidentally, the finance and investment com- 
mittee had suggested the appointment of global pension fund 
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ory 
Shattered dreams 


A complete overhaul of existing processes, 
computerisation of offices and a unique number for 
each member — the EPFO had ambitious 
modernisation plans. Unfortunately, all that came 
undone when Sis Ram Ola took over the labour 
ministry. He issued an order to stop the issuance of 
social security cards by UTI Investor Services. He wanted private vendors 
to do this. Ola later revoked the order. 

The modemisation project needed approvals from the different arms of 
the goverment. But due to bureaucratic stonewalling, by August 2004, 
the project was 24 months behind schedule. A frustrated Central 
Provident Fund Commissioner (CPFC) Ajai Singh made a presentation to 
the Planning Commission in August, with a plea that the PMO should take 
the project under its wings. A week later, Singh who was to retire in 
October was asked by the labour ministry to go on leave. 

And to top it all, based on anonymous complaints that claimed a 
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ter, state government and cen- 
tral government representa- 
tives who have nothing to do 
with the EPFO, and trade 
unions with political agendas 
— and their wasting the 
board's time only to decide the 
interest rate is not in the inter- 
est of the country and the 
workers. 

Ramesh Gupta, professor, 
IIM Ahmedabad, also agrees that 
EPFO should not be run as a depart- 
ment of the ministry of labour. “Its 
board should include independent ex- 
perts in accounting, financial manage- 
ment and investment matters.” Most 
countries have already reformed their 
social security organisations (See 
‘Lessons from the World’ & ‘Born 
Together, Grown Apart’) and moved 


DINESH KRISHNAN 





wastage of Rs 600 crore on the project, the ministry has launched an 
inquiry. The truth: the whole project is expected to cost only Rs 200 crore. 
The labour ministry has convened a Parliamentary Consultative Committee 


meeting on 14 December to discuss the EPFO. 


Interestingly, for the first time ever, the ministry has issued an ad in 
Employment News to fill the CPFC's post. But then, this is the first time a 


CPFC has been fired. 


(For the complete story, log on to www.businessworldindia.com) 


experts William Mercer Associates to suggest new investment 
strategies. But the board was so busy discussing the interest 
rate that the issue never came up in its four meetings. 

The EPFO uses the Jurassic single entry system of account- 
ing, which hides more than it reveals. Its accounts are not pub- 
lic and there is no accountability on anyone for its state of af- 
fairs, not even on the central provident fund commissioner. 


An observer remarks: “The current board, if it were doing | 


its job, will look at these issues.” Actually, any sensible reform 
of the EPFO should start with the board of trustees who run it. 

The EPF Act mandates a 45-member board to run the 
fund. This means that board meetings are akin to a public 
gathering. Dr Sharad Patil, the BMS representative on the 
board, says: “People have to shout to be heard in a meeting. 
Anda lot of things get repeated over and over again." 

The law mandates equal representation for the govern- 
ment, employers and employees on the board. But in an out- 
right violation, employers and employees have only ten seats 
each, while the central and state governments have the other 


25, An employer representative on the board asks: “Why 


should the government be a part of the board, when the 
money at stake only belongs to organised sector workers? 
Government servants have no money in the EPFO." 


“The board structure needs a complete revamp. Some of 


the members were born during the first world war! Nobody 
understands the real issues — all they want is 12 per cent,” ex- 
claims an academic. The presence ofthe Union labour minis- 


them from the labour ministry to the 
finance ministry, with leaner govern- 
ing boards. 

Any hope of the UPA government 
revamping the EPFO is misplaced. The 
first move the government made on 
the EPFO after taking office was firing 
central provident fund commissioner 
Ajai Singh, who had embarked on a 
path of unprecedented reforms, and 
stalling the first modernisation project 
in the 52-year-old organisation (See ‘Shattered Dreams). 


Belling The Cat 


With the Union Cabinet having approved the new pension 
system for civil servants and with the appointment of the 
Provident Fund Regulatory Authority, the EPFO will soon have 
real competition and will be increasingly judged by the re- 
turns it will deliver. But, as a fiefdom of the labour minister, 
EPFO has little chance to compete. Says G. Sanjeeva Reddy of 
INTUC: “The minister acting as chairman needs to change. 
The EPFO should have an unofficial chair." 

Ideally, the EPFO's functioning should come under the 
purview of the new pension fund regulator. There will be resis- 
tance, for sure. But as we have seen in other sectors, public 
sector monoliths have had to relent to new regulators. BSNL, 
despite its best attempts, is now regulated by the Trai. UTI had 
to go under before it was brought under the Sebi's rules. 

Both the finance minister and the PMO have the stature to 
take on the labour minister and bring EPFO under their fold. 
More importantly, both of them have a stake in it — the fi- 
nance ministry will have to bear the financial burden of any 
future trouble at the EPFO. And the PM can fulfil his promise 
to make better service delivery to Indian citizens a priority. Af- 
ter all, more than 10 crore citizens' lives are touched by the 
EPFO — more than any other government department. 

The UPA government could, if it wants, learn from these 
mistakes, and address the real problem. w 
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ETWEEN 1989 and 2000, Kelwin Mills, a jute 
company, defaulted on its provident fund (PF) 
contributions. Nothing new in that. Many other 
companies have done the same thing. Except 


West Bengal — the heartland of India's commu- 

nists, who have been making such a hue and cry against any 
cut in the PF rate. 

| Kelwin Mills case shows how, even in states ruled by sup- 

| posedlylabour-friendly governments, workers are deprived of 

their dues. It has defaulted on its PF and pension contribu- 





Employees Deposit Linked Insurance Scheme, plus penalties 

| forlate contributions. The total amount at stake — a whop- 

| ping Rs 15 crore! Also, Kelwin has not paid any sales tax, Em- 
ployee State Insurance Corporation dues and bank loans, 
among other outstandings for years. 

PF-related violations occur in every industry, but the jute 
mills in West Bengal are unique in several ways. Most mills 
arent run by their original owners anymore. Over the last few 

M years, mill owners have started letting out their units to li- 
censees for periods of five years or so. (Trend Vyapar, which 
ENE currently runs Kelwin Mills, is one such licensee). The 





however, has no legal ground. 


of a special officer appointed by the Kolkata High Court, with 
the help of a management committee that includes a union 
representative, a state government representative and the 
current licensee of the company. 





Since 1991, all attempts to recover dues from the company | 


| have proved futile even though bank accounts and properties 
were attached. In 1997, the company convinced EPFO to 
accept a deal in which it would pay a lump sum of Rs 5 lakh 
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that Kelwin Mills is based in North Parganas, | 





tions, including administration and inspection charges to be | 
paid to Employees Provident Fund Organisation (EPFO) and | 





licensees argue they shouldn't be hauled up for defaults made | 
| by the owner of the mill or by previous licensees. Their stand | 


Since 1997, Kelwin Mill is being run under the supervision | 
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Kelwin Mills, a jute firm in West Bengal, has 13 trade 
unions. Not one is protesting against unpaid PF dues 


and Rs 50,000 per month. Its bank account, with a balance of 
Rs 5.5 crore, was attached by the EPFO's recovery officer, but 
was released when EPFO accepted the instalment deal. In 
June 2000, Durga Prasad Nathani, chairman of Kelwin Mills, 
and another a director were served warning notices by EPFO's 
recovery officer. 

The company’s assets were attached again in 2002. On 23 
October the same year, the mill's officials met the then Union 
labour minister Saheb Singh Varma and pleaded for the assets 
to be released. In January 2003, the EPFO's Central Board of 
Trustees (CBOT), chaired by the minister, allowed the com- 
pany to pay its dues in instalments of Rs 5 lakh per month, and 
freed the attached assets. 

But just 13 days later, the company said it was unable to 
pay the instalments and asked if it could pay at the rate of 
Rs 1 lakh a month. In December 2003, the EPFO cancelled the 
instalment facility extended to the company and demanded 
that the arrears of Rs 5 crore be paid up in seven days. The 
company moved the Kolkata High Court against this order. On 
24 December 2003, Justice Arun Kumar Mitra passed an 
interim order that the company should deposit Rs 2 lakh per 
month with the PF authorities immediately, subject to the 
approval of the CBOT. 

Varma had announced a crackdown against defaulting 
companies in 2003. However, of the total outstanding arrears 
of Rs 1,512 crore (as on April 2003), only Rs 332 crore was 
recoverable. The rest was locked up due to court orders, BIFR 
proceeding, liquidations, etc. 

50, when the matter of Kelwin Mills' instalments came up 
before the board on 3 February 2004, Varma told the board: 
"You may choose to go in appeal against the court decision, 
but I am going to accept this instalment plan of Rs 2 lakh." 

But there was a problem the minister ignored. At Rs 2 lakh 
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per month, the company would take 63 years to clear its dues. 
Despite advances in medical sciences, it is unlikely that any of 
these workers would be alive then. 

So, when the labour minister changed, the EPFO head of- 
fice decided to file an appeal against the instalment plan in the 
Kolkata High Court. But the court may question the EPFO's 
shift in stance when the matter comes up for hearing: can the 
EPFO argue that since the board chairman has changed, its 
appeal should be heard afresh? 

"More than Rs 200 crore is due from the jute industry 
alone and unless the rulings by the courts favouring the vari- 
ous mills are reversed, no dues can be recovered," says the 
draft petition EPFO is to file against the Kelwin Mills order. 

Whenever EPFO tries to take action against the erring 
mills, it gets dragged to the courts where the mills argue any 
strict action will "adversely affect the livelihood of thousands 
of workers". Surprisingly, the labour unions support this argu- 
ment and courts are sympathetic to this line of reasoning. 
However, when bank accounts of some of these companies 
were attached in the past, they were found to have enough 
cash balances to clear the dues. Moreover, these companies 
now generate a lot of cash, without any capital expenditure. 

Once in court, it could be years before the cases are re- 
solved. Recently, the court allowed another company to pay 
its dues of Rs 8 crore in instalments of Rs 2 lakh each per 
month. It would be 33 years and four months before the work- 
ers in that company will get their complete dues. 

Sure, the EPFO can approach the police against the offi- 
cials ofthe companies involved. But then, the police are reluc- 
tant to get involved as any action against the mills could stir up 
grave law and order problems, what with powerful trade 
unions involved. 





RETIREMENT 


State No. of defaulting companies — 
West Bengal 42 255.77 
Jharkhand 4 139.88 
Maharashtra 19 66.11 
Andhra Pradesh 13 50.00 
Karnataka 6 49.68 





Only covers defaulting exempted establishments of Rs 10 lakh & above as on 31 
July 2004. Default amount includes provident fund, pension & EDU contribution, 
administration charges & penal damages Source: EPFO 


ministry. Can one arm of the government act against another? 

In fact, West Bengal is the worst state in the country when it 
comes to defaults in exempt funds — 38 per cent of total de- 
faults occur in this state. (Exempt funds are run by the compa- 
nies rather than by EPFO.) And even among companies which 
contribute funds straight to the EPFO, the state has one of the 
highest number of defaulters. (See ‘Top Defaulters') 

And jute is not the only industry that is a serial offender — 
cotton mills, tea estates and even public sector companies like 
Food Corporation of India and Central Inland Water Transport 
Corporation figure prominently on the defaulters' list. And 
mind you, these lists only cover cases involving defaults of 
over Rs 10 lakh. 

When Businessworld met the then Central Provident Fund 
Commissioner Ajai Singh in January, he said: "For exempt 


| trusts of companies that are doing badly, the situation is very 


bad. The jute industry is a classic example. I know of one com- 
pany that was paying 4 per cent [interest] when we were 
paying 12 per cent. I don't know how it works. When we can- 
celled their exemption, they went to court, which stayed our 
order. Strangely, the labour union has also gone to court 
against the cancellation of exemption. So, obviously, there's 


Moreover, some of the sick mills are being run by the textile | more (to it) than meets the eye." 





The Left is 
crying itself 
hoarse about 
raising PF 
interest rates. 
But what is it 
doing about 
defaulting 
companies in 


West Bengal? 
By Vikas Dhoot 
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In the bastion of Indian communists, 
what then are their trade unions doing 
about safeguarding workers' retirement 
money? Precious little! 

Says an observer: "Each jute mill has 20- 
25 unions (Kelwin has 13). There's a lot ofin- 
ter-union and intra-union rivalry among 
them, so nothing gets done. Moreover, mill 
owners and managers openly say that trade 
unions can be purchased." The only loser is 
the worker, whose interests the commu- 
nists make such a show of protecting. 

The irony is that the same Left parties 
which cannot ensure that the jute mill 
workers get their dues, despite controlling 
the government and the trade unions, are 
demanding a 12 per cent interest rate on 
provident fund at the Centre. 
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ITIES are built the way they 
are financed. That is changing 
in India — changing for good. 
Its not only the record-low 
mortgage rates that are bring- 
ing about the change. A new 
tribe of financiers is entering the market, 
bringing in more money and developing 
projects of never-before sizes and 
shapes. At the head of this wave are for- 
eign investors and private equity play- 
ers. Following in the wake are real estate 
funds — both foreign and Indian — 
which promise to bring organised 
money into this fragmented market. 

As the first instalment of the BW Real 
Estate Survey (issue dated 29 Novem- 
ber) argued, India is one of the few mar- 
kets, along with China, where the 
growth in real estate is sustainable. This 
is why foreign capital is finally testing 
the waters in Indian real estate. 

Foreign capital not only means large 
sums of money per project, it means 
cheaper funds too. Developers in India, 
where real estate hasn't 
yet been 

granted indus- 
try status, find 
it difficult to 
borrow at rates 
close to those 
offered to play- 
ers from 
other in- 
dustries. 
Thus dollars, 
with 
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MONEY ON 
THE GROUND 


How the entry of new money is 
changing the market forever 





lower financing costs, effectively pull 
project costs down. 

But its not with lower costs that for- 
eign capital is changing India’s city- 
scapes; it's in the scale of development. 
Thanks to a policy that allows foreign di- 
rect investment (FDD in residential real 
estate only if the project is over 100 acres 
in size, massive integrated townships are 
coming up around the country today. 

The largest one — Royal Garden City 
near Bangalore — is being 
built by the largest FDI that 
the Indian industry has 
landed till date. Being built 
by the US-incorporated 
Royal Indian Raj Interna- 
tional at a cost of $2.95 bil- 
lion, the project's retail value 
is projected at $8.9 billion. 

Capital is coming in from 
Asian countries too. An inte- 
grated township is being 
planned by Singapore Realty 
— à joint venture between a 
consortium led by Lee Kim 
Tah Enterprises and Indian 
partner BP Ventures, in 
which the foreign partner 
holds 98 per cent of the 
$5.75-million equity. The 
Salim and Ciputra Groups of 
Indonesia have recently an- 
nounced plans to develop 
nearly 400 acres to the west 
of the Hoogly near Kolkata, 
at an estimated cost of 
around $330 million. 
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Indian developers have also caught 
onto the trend. Big developers had taken 
up the cue as far back as the early 1990s. 
So we already have the 3,000-acre DLF 
City in Gurgaon, the 300-acre Hiranan- 
dani Gardens in Mumbai, and the 
18,000-acre Ambi Valley near Pune, 
which has been developed by Sahara 
Housing & Infrastructure. Now, newer 
players are getting into township devel- 
opment. The Ambience Group is build- 
ing a 150-acre township in Gurgaon 
called Ambi Island. In Greater Noida, the 
Omaxe Group is building an 85-acre 
township called NRI City. Then, there are 
the 400-acre Magarpatta City near Pune 
and the 46-acre Quark City in Mohali. 

Now, lobbying is on to reduce the 
lower limit on the size of FDI-funded 
development from 100 acres to 50 acres. 

"The other problem is in the time 
limit that such projects are given. Some- 
times, you are asked to finish half the 
project in two-and-a-half to three years. 
The developer would like more flexibil- 
ity,” says Sanjay Verma, joint managing 
director at foreign realty research and 
brokerage firm Cushman & Wakefield. 

The next wave in organised finance 
is expected in the form of real estate 
funds, which aim to funnel private capi- 
tal into the market in an organised man- 


Pune-based 
developer Kumar 
Gera is among those 
championing the 
cause of greater 
transparency in the 
real estate industry 
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ICICI Venture, the pri- 
vate equity and ven- 


ture fund arm of ICICI Bank, did not have a real estate 
portfolio as late as 2000-01. In the past four years, it 
has built a portfolio that's worth a respectable $30 mil- 
lion (including leverage). CMD Renuka Ramnath 
spoke to BWon the changes. Excerpts. 


E How many real estate funds are being planned in India? 
ll As of now, I understand that there are two funds actively 
raising money. The total size of the two will be about $150 
million. There are a couple more awaiting regulatory clari- 
fications. These can be in the range of $100 million each. 





return are you working with? 


lll We have started talking to potential investors on a selec- 
tive basis. We are planning to raise about $200 million. We 


ner. ICICI Ventures and HDFC are al- 
ready working on two of them (See in- 
terview). Renuka Ramnath, CEO of 
ICICI Ventures, who has been touring 
the world to interact with potential in- 
vestors, says: "High net worth individu- 
als and (real estate) development com- 
panies have shown keen interest. There 
are a lot of projects under discussion, in- 
cluding large IT parks and townships.” 
A couple of foreign funds too — the 
Mauritius-incorporated IREO Fund and 
Fire Capital — are believed to be looking 
at investing in Indian real estate, al- 
though it couldn't be ascertained 
whether they have taken up any expo- 
sure already. Verma of Cushman & 
Wakefield assures that several $100-mil- 
lion-plus funds have done their due dili- 


gence on the Indian market, and that | 


some of them are poised for entry. 
Worldwide, the most effective way of 


routing organised money into realty is | 


through real estate investment trusts 
(REITs). REITs, which invest in real es- 
tate on behalf of retail and institutional 
investors, are listed. Unlike private 
funds, which can't solicit money from 


the retail investor, REITs can sell units to : 
the retail investor. There are 191 REITsin | 


the US, by far the largest market for 
them. Together, their market capitalisa- 
tion stands at a staggering $290 billion. 
Anuj Puri, managing director of 
Chesterton Meghraj, reckons that 47 per 
cent of retail properties in the US is 
owned by REITs. Simon Property Group, 
one of the largest REITs in the US focus- 


Bi When is your fund likely to be operational? What rates of 











nationally, 


ee 


ing on retail space, enjoys a market cap 
of nearly $13 billion. 

In India, the Securities and Exchange 
Board (Sebi), the regulator of such enti- 


‘Significant opportunity will come with Trusts’ 


vestments in India... should earn an internal rate of return 
in excess of 35 per cent. 


ties, has already done some groundwork | 


for their eventual entry, but hasn't yet ar- 
rived at a final framework. When asked 
what form it's likely to be allowed in, a se- 
nior Sebi official said: "It could be either 
as mutual funds or as REITs." Maybe, 


Sebi can take a leaf or two out of the on- | 


going efforts of the UK Treasury to intro- 
duce legislation governing what it calls 
‘Property Investment Funds. 

One of the principal things the UK 
government is seeking to address also 
happens to be one of the largest road- 
blocks for the entry of such entities in 
India — taxes. Broad-based real estate 
funds or trusts make their money by 
trading in property. According to Indian 
rules, every time they do so they would 
have to pay stamp duty, making the 
business unviable. Issues like this can- 
not be settled easily because stamp du- 
ties are a state subject, and each state 
has to waive the duty or arrive at a one- 
time settlement. 

All said, organised finance cannot 
flourish in a system where trans- 
parency is low. Worryingly, 


are still working out the 
details. Real estate in- 


lll How is the market going to evolve in the next 3-5 years? 
li The significant opportunity for real estate erent 
companies will come only when 7: 

REITs are allowed in India. Inter- 
real estate develop- 
ment companies are structured 
both as developers of property 
and managers of large funds for 
third-party investors. These 
firms build large and diverse 
portfolios of properties... REITs 
help these companies unlock 
the value in these properties. 





duty and registration revenue." 

The slow progress on the regulatory 
front seems all that more excruciating 
when one recalls a red flag waved way 
back in 2001. That year, in a report pre- 
sented to the prime minister, the McKin- 
sey Global Institute said that 90 per cent 
of all land titles in India are under legal 
dispute of one sort or another. Only a few 
took cognisance of the problem, and 
fewer acted on it. Among the exceptions 
were the state governments of Kar- 
nataka and Andhra Pradesh. While Kar- 


. nataka started Bhoomi, a project to 


computerise its land records, Andhra 
Pradesh started computerising its land 
records through 'Mandals Online’, an e- 
governance initiative spread over 1,124 
mandal revenue offices. 

Some city administrations, too, have 
taken their own initiatives to expedite 
clearances and curb corruption. 
Ahmedabad and Pune have adopted 
fast-track systems to clear building 
plans. "Plans can now be sanctioned 
within 24 hours, saving 45-90 days," says 
Kumar Gera of Gera Developers, which 


| isbasedin Pune. To staunch corruption, 


'black | 


money’ still accounts for a large part of | 
transactions, especially for resales. Puri | 
of Chesterton Meghraj says: "Till three | 
years ago, it was mandatory to register | 
property deals with the income tax de- | 
partment; now it's not so. It's feared that | 


the government has lost much of stamp 
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Bangalore, Pune and Delhi have intro- 
duced self-assessment of property tax. 
The tribe of pure investors who hold 
large real estate portfolio does not exist 
in India today. That would change in the 
years to come. Making it possible would 
be FDI, private equity and broad-based 
funds. Investors would accumulate a 
large portfolio, position it, and develop 
it. And change real estate for good. Wi 





Visit IT’s 


Biggest Exposition. 





* A unique networking and business development ^ * Opportunities for career development 


* Best market for IT products and services be won 








Conference & Exhibition 


Businessworld 
December 1-5, 2004 © Calcutta * India 





Exhibition: Salt Lake Stadium Grounds, Calcutta 
Date: 1-5 December, 2004 | 
Conference: ITC Sonar Bangla, Calcutta 
Date: |-3 December, 2004 
Time: 10am — 8pm 


Brand Sponsor NASSCON 


Play the game 











invent Microsoft APC ©® 


American Power Conversion 





@ SIEMENS TATA INFOTECH A 
Cognizant NCR Sibi m. j Cisco SYSTEMS 
Technology — Menia MÉJRTEL ^| mm 
Solutions N . 
Ce 





PAÍLAN 
ISAS EMC «xc ico 















E gy a 


The author is co-founder 


& chief operating officer of 
MindTree Consulting. 


It took 

a potent 
mix of 
volunteer- 
ism and 
economic 
theory for 
faith, and 
dignity of 
life to be 
restored 











| productive purposes. After dispelling fears of | 


UCHHU Fatima was below the 
poverty line even before her 
daughter died delivering a 
fourth child. Faced with the cri- 
sis, the son-in-law ran away. This 
was in 1998. Left to look after her three surviving 
grandchildren with no means of income, she 
lost her mind and earned the title "huchhu". In 
Kannada, the word means ‘mad’. Life went on. 
In 1999, Vinatha Reddy, a Montessori 
teacher, read a review ofthe book Give Us Credit 
by Alex Counts. It was about the now famous 
Grameen Bank movement in Bangladesh that 
has restored faith, dignity and hope among 
rural women using micro-credit. A brainchild 
of Professor Muhammad Yunus, Grameen 
Bank is now the largest NGO in the world. 
Vinatha wrote to him, and he invited her to see 
the work of Grameen Bank in Bangladesh. She 
returned to Bangalore, consumed by the desire 
to start a similar movement. The initial funding 





| 0f $35,000 came from Professor Yunus. Only 
. the poor, it seems, are blessed with the power to 
| give! Grameen Koota, which means ‘village 


gathering’ in Kannada, took wings in Avalahalli. 

The micro-credit movement works like this: 
Grameen Koota folks arrive in a village. They 
call the women folk and explain the concepts of 
self-help, saving, investing and borrowing for 


fraud, political motives and religious conver- 
sion, they are trained for a week in self-man- 
agement and learn to sign their names. A ‘hus- 


| band's workshop is conducted separately. 


By the end of the week, the women — in 


| groups of five — are ready. They get unsecured 


loans averaging about Rs 6,000. Today, 50 per 
cent of the women use the money to buy live- 
stock, 45 per cent use it to finance small busi- 
ness, and 5 per cent use it for agricultural pur- 


| poses. Members bring in more members, and 
| the unit of five becomes a support group that 


begins to learn fiscal management. Despite 
these being unsecured loans, the repayment 


. history has been near 100 per cent! 


The story of 
Huchhu Fatima 














When the Koota came to Avalahalli and 
groups were formed, no one took Huchhu Fa- 
tima. She was considered temperamental be- 
cause of the tragic incidents in her life. Her ho- 
pelessness had made her like that, fighting with 
anyone she came across. The villagers could not 
trust her to manage anything — how would she 
ever repay a loan? But Grameen Koota does not 


| interfere when members choose new mem- 


bers. During a visit by Vinatha Reddy, Huchhu 
Fatima came and gave everyone a piece of her 
mind — she was, after all, a daughter of the vil- 
lage! How could she not be allowed to join the 
movement? Everyone relented, and she was 
given a cautious entry with a credit of Rs 4,000. 

That day, Huchhu Fatima became just Fa- 
tima. She used the money to buy cloth and went 
to sell it in nearby villages. Once a week, she re- 
turned to attend the proceedings when the 
bank came to the village. In the open air, among 
a cluster of hamlets, quarry workers, vegetable 
sellers, shopkeepers and goatherds sat in a cir- 
cle. It began with a pledge the members took to 
abide by the rules, help each other and use the 
money for productive purposes. Then, pass- 
books come out, deposits are made with soiled 
notes and jingling coins. Those who need a loan 
state the purpose. The villagers and the bank 
folks decide and disburse the loan. At 8 a.m., 
they read out minutes of the meeting and, with 
the same pledge, the bank closes. 

Fatima Mohammed will never make it in 
the list of any international magazine's Top 500; 
she will not receive an 'Entrepreneur of the 
Year award. But she does not care. What mat- 
ters is that the dignity of life, once denied to her, 
has been restored — not by a government or 
charity but by a movement that uses a potent 
mix of volunteerism and economic theory. In it 
is the key to eradicate the poverty for one in 
every four Indians languishing below the 
poverty line. Grameen Koota has delivered the 
proof of concept. Now, government and big 
business need to come and meet Fatima to 
know how her spirit can be replicated. " 
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With formal retail on the 
rise, training needs some 
serious examination. But 
MoMart is faced with only 
template trainers... 


MEERA SETH 


MIT Swamy felt he had created more com- 
plications than was good for him. A simple 
request for training the ground staff at 


cascaded into new debates which were 
wonderful from an academic viewpoint; 





the architect of the debate — had no answers or direction! 


Amit was not a home-grown Morro resource. He had been 
the head of customer service at a white goods company from | 


where he had made this leap to Morro, an FMCG company, to 
head and run its new extension into retailing. Earlier in his ca- 
reer, Amit had designed the retailing efforts of an American 


sports goods company in India, which justified his new ap- | 


pointment as GM (operations) at MoMart, as the retail busi- 
ness was being called. 

One ofthe first things that Amit had stressed on was train- 
ing. Morros HR head, Rupen Baid, however, felt too much was 
being made out of specialised training. He said: "We have 


been managing the growth of this company for years, we can — 


pull a few leaves from our BPO division and create a training 
module for you," he said. Surprised, Amit asked: "And how will 
you measure customer satisfaction? Besides, the businesses 
cater to completely different consumer sets. For example, the 
Morro Groups focus has always been on a B2B area. There- 


fore, while entering a direct end consumer business like retail, | 


we need to have someone to handhold us." 

Vittal Morro, the MD, leading the debate, said: "But then, 
what is the quality of trainers we have in the market today? 
And retail in India is not all that old for there to be a depend- 


Morro Groups new retail operation had | 


but at another and more real level, he — | 
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| able community of trainers... nor am | going to spend on some 

| flashy foreign company with pretty business cards. So you, 
Amit, go find the right people. And later, also tell me why they 
are right for us!” 

On the other side, Baid felt that people were people and 
they could be trained if HR put its head to it. "Look, our BPO 
division is running well," he said. "We did many workshops 
with them on attitude and behaviour, and they've managed." 

Amit agreed, but he said: "Each new business in retail ser- 
vices is facing unusual situations which call for unusual train- 
ing, Rupen. Take call centres. After cashing in on the initial 

_ rash of business without training, they are now either faced 
_ with attrition or angry customers, and even the law is unable 
to help. Take what happened to me. My cellphone was not 
working well, so I called the help service. The call centre (CC) 
lady went through the steps by the book, but the problem was 
technical and she couldn't get it working. 1 was shuttled back 
and forth between CC executives and supervisors in vain. | 
was in Mumbai, the CC was in Mumbai, the direct sellings as- 
sociate who was trying to help out was in Baroda and the tech- 
nical centre is in Ahmedabad. 

"This went on for a whole frustrating week! Is this a prob- 
lem with process or training? I think a well-trained customer 
service person could have helped me, maybe not technically, 
| but certainly emotionally — because customer service is an 

attitude, not a set of steps in a book, which is what they under- 
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stood. For no sooner was my problem resolved with a new 
SIM card, than I receive an SMS asking: "Were you satisfied 
with the interaction with the customer service centre? If yes, 
reply with A. If no, reply with B!" Are customers just data 
points? Is our sensitivity to customer service (CS) geared by 
processes that throw up mere statistics? 

"Equally, take a look at the new mountain of issues that 
have come up. Apparently, the number of problems with mo- 
bile customer service have gone up tremendously, and so a 
group of lawyers have formed a forum to help subscribers. 
Why? Because courts in India have ruled that they will not take 
up 'poor service' as a complaint given by an individual. A 
group of individuals must represent and fight the corporate! 
Now tell me, do we even have an idea of what kind of Pandora's 
Box retailing will throw open?" 

Morro agreed. He said to Baid: "Let Amit find external 
trainers. If they turn out lemons, we will have to spend a few 
months and develop a good programme in-house." And thus, 
Amit identified three training firms. 

The first, Firm A, was a joint venture between an Indian 
consulting firm and a foreign one. The Indian firm had started 
off with recruitment and HR consulting businesses and then, 
on seeing the market trends, diversified into training. It tied 
up with an international training organisation that brought 
with it an assortment of models, including some for sales and 
customer service, that had served it well worldwide. 


RESENTING its model, Firm A said: "Customers are 

typically the same everywhere — not that we doubt 

individuality, but having tested this scientifically and 

psychologically researched model across thousands 
of customers and seen how it works identically across coun- 
tries, we have been able to validate our position." Further, 
Firm A did not think there was need to incorporate client spe- 
cific variables into the model and customise it to some extent, 
because "people are more or less the same everywhere and, 
hence, the way to deal with them is also fairly common. These 
models are based on the principles of psychology and, hence, 
the confidence," averred Firm A. 

"So are the skills for running a coffee shop, a fitness centre, 
atravel agency anda call centre all the same?" wondered Amit. 
“No it's not... this company is shooting in the dark; besides 
people, businesses are not the same everywhere as well. India 
is different... you are asking East to build a bridge with West, 
and it requires a whole new approach... we cannot have tem- 
plate training...." And as he took in the slides flowing out of 
the overhead projector, Amit mused: "All these models are 
high on jargon. Besides, he is not even talking about the appli- 
cation of these models to MoMart's scenario!’ 

For example, Firm A used a basic sales training model 
which it was going to adapt to a retail environment. Amit 
didn't think it could be as easily adapted, since retail sales was 
more like a transaction itself that did not necessarily result in a 
sale. Moreover, it had to be combined with customer service 
as the more important area in retail experience. When he ex- 
plained this to Firm A, it said: "We offer a comprehensive 
training module for retail sales and customer service. The 
model is based on our observation of the retail process, such 
as offering assistance in the buying process, keeping an eye as 

















the customer wanders, using interaction opportunity to offer 
more choices in buying and even trying to cross-sell, and fi- 
nally, handling customer complaints through customer em- 
pathy. The actual training will incorporate theory relating to 
buying behaviour using audio/visual aids of various scenarios 
and how, ideally, one must behave, plus case studies, role 
playing and reading material." 

Amit wondered if that was adequate. He said: "But that is 
not how a customer buys, isn't it? This model is more about 
how to sell, but what I am looking for is a method that looks at 
buying behaviours and selling behaviours, as I feel both are 
critical to a sale!" 

Amit was not yet concerned with the model of training, 
but what his staff really needed, i.e., training need identifica- 
tion (TNI). Firm A said nothing about identifying his needs, 
because Firm A probably did not believe his needs were any 
different from its other clients. If customers were the same 
everywhere then sellers are the same too, by default, he 
rued. Besides, had the impact of training been mea- 
sured earlier by Firm A? How was he, as client, to 
know if their model worked? Even if it gave ex- 
amples of other organisations where it 
worked, weren't business strategies differ- 
ent? Amit's own experience had shown 
that training method and content 
changed depending on the business 
objective, which could be either to get 
a maximum number of customers or 
to get maximum revenue per sale, or 
to get maximum revenue per cus- 
tomer per year, or to get maximum 
cross-selling across different depart- 
ments. So how was Firm A planning to 
approach his business objective? 

"The entire exercise of training is to 
result in change, isn't it?" he thought. "I 
have always defined training as ‘changing to 
learn and learning to change. But this seems 
to be more a game of packaging and marketing 
the product rather than creating change. Which is 
what the model confirms." Yet to be fair, Amit asked: 
"When we have discussed my specific context and needs, can 
we incorporate that into this model?" But Firm A said: "This is 
a model that is derived from our JV partner, and they do not al- 
low any customisation regardless of the country it is used in." 

The following day Amit met Firm B. This was a pure train- 
ing firm, specialising in sales and customer training. Firm B 
was an Indian company that had been in business for more 
than a decade and had an impressive list of clients. “Our USB” 
said Firm B, "is that our training is customised to about 30 per 
cent. The other 70 per cent are proven steps in sales and cus- 
tomer service which are common across companies. But we 
have experienced trainers — subject matter experts (SMEs) — 

















| people who have spent at least 15 years in the industry across 


marketing, sales and even supply chain." Amit was marginally 
relieved, but that relief was short-lived when Firm B clarified 
its definition of customisation: "Only the case studies and 
simulation exercises done are modified to a live problem 
taken from the organisation's context. The approach to the 
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problem does not change, but the way you practise in the con- 
trolled environment (training room) changes.” 

And Amit thought: “So in effect, Firm B is not very different 
from Firm A. I mean, A won't change anything, B will change 
30 per cent but that, too, in a manner that does not reflect the 
organisation's contextual needs. OK, so they use simulation 
exercises that will incorporate the client's specifics, but that is 
only to exemplify, not to modify the actual training process. 
Am | cribbing?” he wondered. 

The training of sales and service staff was just evolving. All 
these new entrants in the trade of training were confident that 
their prescriptions were right, having been tried and tested 
before. Yet, Amit couldn't help wondering: “Wherever it may 
have been tried and tested, can one size fit all? India has 29 
states, 30 languages, an equal number of cuisines and reli- 
gious practices and belief systems; it's virtually like the Euro- 
pean Union. Each state in India has completely different eco- 
nomics at play. Have these guys validated their processes 
against such formidable diversity? How can I be 
sure that Firm B's approach is right?" 

That evening, CEO Vittal Morro met 
Amit, "My good man, did I scare you with 
my pre-conclusions about training 
firms?" he asked amicably. "Do allow 
this old man his rigid ways. Young 

men are so quickly changing every- 

thing around, the pace is a bit over- 
whelming for my 72 years! Yet do 
tell me, you met Firm B today, so 
two firms so far; is the sun shin- 
ing?" Amit always felt a certain 
closeness to the senior Morro, and 
thus, he spoke with confidence: "Sir, 
this is a young industry, younger 
even than retail in India. I have come 
out of both meetings with a lot of ques- 
tions. Before I meet Firm C, I want to be 
sure my head is clear. What is training? Is it 
essentially an outside influence to bring 
change in skills, behaviour and attitudes of the 
employees? Can a two-to three-day workshop do this? 
It's sufficient if you want to train an assembly line to tighten a 
nut or bolt. But in sales and customer service, every situation 
is about feelings sent and unpredictable responses received. 
Evenin the best training programme, only a set of instructions 
can be provided in two to three days, through simulation. 

"Does this create the necessary change? The learners are 
adults with 25 years of conditioned experiences. Will they un- 
learn and re-learn in three days?" And Amit quoted from the 
second principle of adult learning as given by Malcolm 
Knowles, widely regarded as the father of andragogy. It 
pleased Morro, but he simply nodded, eyes closed, taking in 
Amit's confusion, superimposing it on his experience. 

And Amit continued: "Who decides what skills the front- 
end customer service people need? We, as MoMart, are still ex- 
ploring, we do not have the expertise yet to decide. Will these 
firms help with a proper process of training-need identifica- 
tion (TNI), or will they give their model and try to force-fit it by 
just customising the phrases and case studies for the industry? 
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Nothing wrong in this from the training firm's perspective; the 
various models have been developed from their experience. 
And if they start customising everything, they cannot grow as 
a training firm. 

"Fair, but who will decide what has to be customised with- 
out knowing what changes are needed? Can our 250 staff be 
renewed and ‘fitted’ in three days? Is it better to first train our 
senior managers with the firm's SMEs, and then let these se- 
nior marketing people carry it forward to the front-line staff? 
That is what I am grappling with. And mind you sir, there is no 
one yet in India today who can tell us the answer, because re- 
tail is just evolving and behaviours are all random right now. 

"Then again, I have some concerns about SMEs. At B- 
school we had vice-presidents of marketing as visiting faculty; 
yet three years later when I faced the market with his teach- 
ings, the world had changed! I feel SMEs should be used spar- — 
ingly to give new, different and larger perspectives, not teach 
what has to be immediately implemented. Can we assume 
that an ex-GM (marketing), who has dealt with customers but 
not end-consumers, will be in sync with the demands of to- 
day's direct marketing needs? Plus, these SMEs also train V-Ps. 
Don't we need someone who can come down to the level of 
the front-end staff? If they can train all levels, as they claim, 
then it is the model again that trains, not the trainer, isn't it? 
Back to square one then? I feel we need people who can go to 
the level of the learner. To create change, the learner must ac- 
cept the trainer and not be alienated by him.” 


ORRO nodded, then asked: “Answer this. Do 
you mean we are putting people into templates 
and simply teaching theory... is that your 
point? If not, explain.” Amit replied: " My belief 
is that for learning, it is essential that the trainer comes to the 
level of the learner and is accepted as a coach and is able to 
change the behaviour of his trainee. This has nothing to do 
with theoretic expertise but is more about having experienced 
an environment with the end-consumer as a key variable, 
knowing a little more than the trainee (in the area where the 
change is expected), and teaching that knowledge using good 
communication and psychology. The basis for all these beliefs 
is that training should create a change in behaviour or atti- 
tude. Otherwise, the best SME and content are useless. 

“Which is why, the best type of training is apprenticeship. 
During the industrial revolution, apprentices learned from 
SMEs — by working alongside them hands on, for months 
and years, not through an executive summary! Today's train- 
ing firms are offering to change skill sets in three days using 
SMEs. Is that tenable? Direct consumer interaction training 
requires different processes, a focus on very different skills — 
not teach everything in that subject area. Retail staff are going 
to be in a completely different and dynamic operating situa- 
tion. So, these SMEs can bring in a perspective, but the real 
learning will come from, say, area sales managers and other 
direct sales people who walk the talk, who meet distributors, 
kiranas and end consumers. Maybe I am alone in this think- 
ing. Pardon me for getting carried away." 

This time, Morro opened his eyes and smiled. “You may be 
alone just now, but not for too long; we don't know who else 
believes this theory... 1 do for one. Now come back after you 
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DP rave met Firm C,” he said, patting Amit on the back. 
Firm C did not offer any training models or customised 


training. It offered a training process that was linked to the | 


client's objectives. Presenting its strategy, Firm C insisted that 
training, whether internal or external, is only a small part of 
the learning. It cannot make any changes by itself. Hence, its 
process included helping the client identify the training need, 
then developing the content and delivering it. "Training is no 
longer part of the trainer's job," said Firm C, “but the onus is on 
the line manager — just like any other resources that he pro- 
vides his team." 

Amit scratched his jaw. So this looked like consultative 
training... not bad, he thought. Therefore, would it be more of 
customisation and more tailored to his context? Firm C was 
essentially a firm of generalists who studied the client's con- 
text, its business objectives, its environment and what pitfalls 
arise. Firm C comprised of MBAs with assorted consulting ex- 
perience. They had done consulting assignments where they 
had diagnosed problems and the solutions had been 'train- 
ing. Add to that, Firm C was saying that no one can be trained 
100 per cent... itis for line management to develop the training 
need and methods. 

Seeing Amit's confusion, Firm C said: "What we do is bring 
in outside skills and perspective — but also force line manage- 
ment to take responsibility for the change instead of us simply 
saying 'give us amount X and we will change your people in 








CASE STUDY 


two days. More and more companies are now realising that 
this is not possible. Change is an ongoing concept — and 
trainers are change agents, not magicians. So they are more 
like consultants who watch your process and tell you what you 
can do to bring about change. We see change as an ongoing 
process. There is no perfect state of being trained, because 
every variable in your system is also changing everyday — the 
market, the consumers, the environment, technology. 

"Everybody wants to be a change agent. Consultants at- 
tempt to change work culture or business strategy. Marketing, 
advertising and brand managers work at changing consumer 
behaviour. Trainers work with HR to change employee behav- 
iour. In short, all ofthem are trying to change behaviour of em- 
ployees or consumers! But somewhere, the purpose of train- 
ing is getting lost, with focus on the trainers and models. So 
this is not about us, not about you, not about the consumer, 
but about the process. What we will be doing is teaching the 
organisation to fish, rather than giving them the fish!” 

Amit called Sohail Durrani, his ex-colleague from Axel. In 
fact, Axel was also grappling with training programmes — 
which they had chosen to develop in-house — and not suc- 
ceeding too well. “I have met three firms,” said Amit, "but how 
do I know what I am getting is what I need? Because I feel the 
starting point is to identify MoMarts training needs." 


XACTLY!” said Sohail. “That was my feeling too. The 
firms I met went straight to four stages in customer 
complaint handling. I found that those were only be- 
havioural changes; they were not getting into atti- 
tude change! They got back with role play scenarios between 
customer and salesperson in four industries: airlines, call cen- 


. tres, hospitals and hotels. Firm B will change the airline model 


to retail, but the script, situation and training remain the 
same! This is not customising. I feel the situation, degree and 
frequency of complaints vary across industries, and have their 
genesis in completely different levels of quality and competi- 
tion in the given industry. Each industry has different needs, 
even if the end objective is profit and customer satisfaction. 


. For example, the business intent of Max Medical Services 


could be to increase sales through a large customer base, 
whereas a hospital may want to increase average customer 
revenue per visit. What customisation are they really doing?" 
When Amit met Morro the next day, the wise man grinned. 
"Who ever told you the learning curve is a bed of roses? If the 
industry is at its infancy, its problems are worse off! Didn't you 


| tell me about courts refusing to take up the complaints of indi- 


vidual mobile phone users? Now if the problems are worse 
than that, then what should I say about the solutions and 
where they lie? But you are on the right track, Amit. The more 
you question and flounder, the more likely you are to get to the 
right answer. So where are we on this?" 

"Sir, my feel is, what we need is training consultancy, not 


| just training. That means, the entire process should be ad- 


dressed: from training need identification to content develop- 
ment, to follow-up after training and ensuring implementa- 
tion of learning, to measuring the effectiveness. No doubt a 
very time consuming process, but then, we are entering a new 
industry! Yes, it will be more expensive compared to a stan- 
dard product from Firm A or B. So, isthe choice Firm C?” M 
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attitude of ‘I will do it. 

Every business situation is different. 
This does not mean that proven stan- 
dard models will not work. However, if 
the business head feels that the avail- 
able options will not address his needs, 
then it calls for customisation. Amit is 
voicing the need of many line managers 
for customisation of training. In re- 
search done worldwide, customisation 
has consistently come out as the top 
need of corporates from training firms. 

But how is MoMart deciding its 
training needs in the first place? 









Options Before MoMart 
| Firm A offers a training module that has 
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across the world. However, Amit is right 





tomers usually are very hesitant to say 
‘no’ to the sales person, and delaying is 
one technique they often use. Overcom- 
ing this requires an understanding of In- 
dian culture. Hence, a trainer should 
have a deep understanding of MoMart's 
_ business to modify the training inter- 
vention accordingly. Without this, the 
benefits will be marginal. 

Firm B offers the expertise of its peo- 
ple, rather than fixed content. MoMart 





OMART has certain busi- 

ness objectives that it 

wishes to accomplish. And 

in this context, it wants its 
employees to adapt a certain behaviour 
that is consistent with its commitment 
to customers. 

But change in behaviour requires a 
change in both will and skill. ‘Will’ usu- 
ally takes longer to change than ‘skill’. 
Amit expresses this in his statement: 
"Customer service is an attitude, not a 
set of rules in a book." Changing behav- 
iour requires a practical knowledge of 
how adults learn, not just how to train 
them. Though training is given exter- 
nally, learning happens internally 
within the individual, often as a re- 
sult of various initiatives on the 
part of the individual and organi- 
sation, besides training. Some of 
these include the right work cul- 
ture, motivation, follow-up on the 
imparted training and support 
through processes. There are also 
individual traits like internal moti- 
vation and emotional intelligence 
that make a difference. Change is a 
slow process of first acquiring the 
knowledge of ‘what to do and why’ then 
the skill of 'how to do' and finally the 


needs to verify whether they can train 
fresh graduates. Many SMEs are very 
flexible and can come to the level of 
trainees of all experiences. Another is- 
| sue MoMart will face is that each SME 
will have his or her own method of train- 
ing. Will this be a feasible long-term so- 
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| lution for 250 trainees, each requiring 


worked in various business situations 


in doubting that "people are the same | 
| everywhere”. An example: Indian cus- | 








can benefit from these experts, But Amit | 


periodic refresher training? 

Firm C is a training consultant. At 
first glance, it may seem that Firm C is 
giving a generic solution to a specific 
problem. But further discussion reveals 
that it will help MoMart understand its 
own needs better, then devise the con- 
tent and deliver it, finally hand-holding 
them to take over. One can call this con- 
cept BOT: build-operate-transfer. This 
is, ideally, what training firms should do. 
Trainers should keep adding value to 
their customers by bringing new learn- 
ingas soon as the previous one has been 
absorbed by the client. 

If MoMart chooses Firm C, it should 
be prepared for the fact that it cannot 
‘hand over’ the training task and remain 
hands-off. Sales and customer service in 
retailing are too integral a part of Mo- 
Mart to ‘outsource’ it! Amit and his team 
will have to be as involved in the entire 
process as the trainer. 

To briefly compare the three, Firm A 


, asks for minimum resources and gives a 


partial solution, if at all. Firm B is mod- 
erate in both. Firm C requires MoMart 
to invest considerably, both time and 
money, but also offers a complete long- 


term solution that is sustainable, au- 


ditable and measurable. 
As Amit realises, the effectiveness of 


. FirmA, B or C will depend upon the first 


step of training need identification 
(TNI). This will define the training ob- 


| jective and, hence, the measurement 


framework. MoMart cannot measure 
effectiveness unless it knows the train- 
ing objectives and the methods and 
time frame in which to measure them. 
If one ofthe training needs is to re- 
solve customer complaints, the training 
objective could be: "Three months after 
the training programme, 75 per cent 
of front desk employees will be able 
to resolve a customer complaint 
satisfactorily (define 'complain' 
and ‘satisfactorily’) within 30 
minutes, 90 per cent of the time if 
we give them authority to im- 
mediately accept products re- 
turns up to à value of Rs 2,500." 
MoMart now knows what the train- 
ing should accomplish and how to 
measure it. The more crystallised this 
is, the easier it is to measure. Regardless 


ofthefirmit chooses, measuring the im- 
pact of training is critical. 
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make several critical business decisions 
in terms of product categories, location 
and positioning of the stores in light 
of the larger business vision and strat- 
egy. Overall business vision and strategy 
determines what the 'customer experi- 
ence’ should be in the store. 





very high staff turnover. People are con- 
stantly in flux. Retailers, therefore, focus 
more on ensuring that processes and 
systems to deliver consistent customer 
experiences are present. 

Amit is right in saying that training 
method and content will depend upon 
'business objective' of his retail outlets. 
. Heisalsoright that for customer service, 
‘right attitude’ is very critical — itis nota 


Clear 
goals 


The author is president (corporate devel- 
opment and HR), RPG Group, and a 
management board member. Earlier, he 
worked in marketing, HR and leadership 
positions at Modi Xerox and Escorts 


grained in a person and cannot be 
changed easily. Successful corporations 


conventional wisdom of hiring for atti- 
tude and training for skills. 

Amit needs to redefine the problem 
from ‘selecting a right training agency’ 
to ‘delivering appropriate customer ex- 
perience’. He needs to determine the 
holistic ‘business template’ for MoMart 
first, which would include things like 
staff profile, dynamic processes and 
policies, good recruitment and recogni- 
tion and award programmes. 

Once this business template is de- 
veloped, Amit can consider following 
criteria for selecting the right training 
firm. The firm should help develop ‘be- 
haviour’ which fully aligns with the over- 
all business template, yet is flexible to 
adapt to changes in the business envi- 


USTOMER expectations are 

very different in each retail 

store, depending upon the 

product category and posi- 
tioning of the store. In a garment store, 
customers almost always need high in- 
volvement of sales staff to be shown the 
right sizes, colours and fittings. The 
same may be true in a cosmetic, music 
or electrical appliances stores. 

By comparison, grocery stores are 
considerably low in the need for assis- 
tance from sales staff. However, this can 
vary wildly based on the positioning of 
the store. In a high-end grocery store, 
customers typically want to be left 
alone, to wander around, touch 
and feel, and decide what they 
want. Assistance by sales staff 
may be seen as somewhat intru- 
sive. In a local grocery store, by 
contrast, the customers have a 
high need to be recognised and as- 
sisted. In some pockets of Banga- 
lore, we have seen customers expect 
even shopping baskets to be carried 
by the sales staff. 

So, even before embarking upon de- 
ciding on training vendors, Amit has to 
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Also, retail businesses suffer from | 
| Mart's business and learning should 
. continue on-the-job' over a long period. 








set of steps in a book. Attitude is in- | 


in most businesses, therefore, follow the | 





ronment. It should reinforce the ch- 
ange by giving frequent inputs rather 


| than just a one-time short programme, 
| andallofits training should be delivered 


by people who come to the same level as 
the trainees. The content of training 
such as case studies, role plays and sim- 
ulations should be drawn from Mo- 


In light of these criteria, let's evaluate 
the training options available to Amit. 
In-house efforts: Developing a training 
module in-house by adapting the 'BPO 
training pack is fraught with many dan- 
gers. It fails to recognise fundamental 
differences in the business template of 
the BPO branch and MoMart. Business 
requirements and the profile of people 
are so different that any such hurried 
'cut and paste' approach of developing 
training modules is bound to fall short 


| of requirements. 


Firm A: Its recommendation of a 'stan- 


. dard product as a training solution is 
. totally inadequate. It does not recognise 
_ that a behaviour change is required to 


complement the other elements of the 
business. It also overlooks the fact that 
behaviour change will require consis- 
tent reinforcement. One time training, 
no matter how great it is, cannot pro- 
duce a permanent behaviour change. 
Firm B: It makes adaptation only at a 
cosmetic level. It customises the con- 
tent, but the core of its training in terms 
of behaviour remains inflexible. The 
training methodology of Firm B is struc- 
tured to produce a set pattern of behav- 
iour, irrespective of MoMart's needs. 
Further, like Firm A, it also gives only 
'one time training inputs. 

Firm C: The ‘consultative training’ 
approach of Firm C will help identify 
the training needs specific to Mo- 
Mart. It encourages the line man- 

agers to take ownership of the 
training and be responsible for 
ongoing adaptation and rein- 
forcement. This approach has the 
greatest possibility of success. To 
ensure accountability, Firm C and 
Amit must establish clear mile- 
stones of accomplishment. 

With an appropriate approach 

to recruitment and training, MoMart 


will get the right kind of staff who are 
fully adjusted to the complex and ever- 
changing nature of retail. H 
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Get the new 
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the silence. 


Cuts out the noise. 











NYBODY expect- 
ing fresh fire- 
works in the feud 
between the Am- 
bani brothers last 
week was bound 
to have been disappointed. 
Mukesh maintained a studied si- 
lence. And Anil's statements were 
models of self-restraint. 

Behind the lull was a simple re- 
alisation in both camps: that a 
hasty step, no matter who took it, 
would end up hurting both 
equally. And that was why any fur- 
ther move had to be thought out in 
extreme detail, for all the possible 
consequences. 

To understand why, consider 
how the cards are stacked cur- 
rently. As things stand at the mo- 
ment, Mukesh has undisputed 
control over Reliance Industries 
(RIL) — the board has provided 
him with complete powers, and 
there is precious little that Anil can 
do about it. The only way to oust 
Mukesh would be long drawn out 
and messy. It would involve legal 
— battles to get control of enough 
Z2 4 * shares and voting rights to change 

the board of RIL itself. 
But, for Anil, embarking on 
such a course of action would be 
an . self-destructive — any legal battle 

É Reliance Energy  thatbroughtout the details of how 
E A Dhirubhai Ambani Enterprise $5 the trusts and investment funds 
are structured and how they hold 
shares would end up hurting him 
as much as Mukesh, apart from 
taking its toll on Reliance Indus- 
tries and Dhirubhai' legacy. 


Meanwhile, since RIL also 
holds the controlling stake in Re- S 
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drastic step of ousting Anil from the 
chairmanship of REL, the company he 
plans to use to carve out his own identity. 

On the other hand, it was not as if 
Mukesh was invulnerable either. A pro- 
tracted battle fought through courts and 
the media that would sully his reputa- 
tion and affect the functioning of RIL 
was hardly in his interests. 

That was the context in which much 
of the moves took place last week. 

First, lets consider Mukesh's moves. 
Last week, says one source, Mukesh sent 
word to Anil through mother Kokilaben 
that they should meet and talk. His key 
lieutenants also made sure that nothing 
was said that could be construed as of- 
fensive or humiliating by Anil. 

At the same time, Anil's cards too 
were played after a lot of thought and af- 
ter immense deliberation. First, there 
was his email to the Reliance Energy 
staff where he positioned himself as a 
professional chairman, not an owner. 
That was his way of acknowledging that 
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he did not own or control the company 
absolutely — at least not yet. It was also 
largely a public relations exercise de- 
signed to win sympathy. 

Then came his two-page letter to the 
Reliance Industries staff. This move was 
considerably more complex. By the very 
act of sending such an email, Anil was 
defying Mukesh. At the same time, the 
letter was worded carefully, so that there 
was no overt challenge to Mukesh's po- 
sition. Finally, the contents made this 
not-so-subtle point — that Anil had a 
significant role in building up RIL to its 
current position, no matter what 
Mukeshs key lieutenants might be say 
ing about his lack of operational experi 
ence. He also asked the staff to beware of 
chamchas and to continue giving their 
support to Mukesh and him. This last bit 
was again designed to anger Mukesh's 
hand-picked lieutenants. 

That letter apart, Anil continued to 
make sure that he didn't disturb the 
functioning of Reliance Industries man- 
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THE AMBANIS 


Indrajit Gupta & Rajeev Dubey 
analyse last week's 
developments in the 
feud between the 
Ambani brothers 


agers in any way. There were no orders 
from his office that could in any way 
place any of the RIL staff in any embai 
rassing position. He made sure that the 
spat didnt spill over to affect operations 
in the group in any way 

Finally, there was the Reliance En 
ergy board meeting. A week earlier, six 
directors of REI all nominated by 
RIL, but most considered to be close 
friends of Anil Ambani — had put in 
their papers in a sudden, surprise move. 
[hose resignations were largely a pre 
emptive move to prevent RIL from re 
calling them 
embarrass Mukesh Ambani. It was, as 
several observers put it, Anil's brand of 


and a move designed to 


sabre-rattling. 
[he board meeting that followed 
was, in many ways, a considerably softer 


approach. The resignations had already 
forced the Mukesh camp into the back 
foot and made them proclaim that they 
didn't ask the RIL nominees in the REI 
board to resign. The board meeting, 








depth 


AN Anil Ambani assert the extent of his “ownership” in 

Reliance Industries or the group companies easily? 

The answers to this question are far from easy. Some 
20-30 trusts and investment companies control the 
ownership of the Reliance group of companies. Many of these 
trusts have invested in private investment companies which, 
in tum, have invested in Reliance Industries. 
Mukesh Ambani is the managing trustee of almost all the | 
trusts. That explains his comment: “My father had settled all 


ownership issues during his lifetime.” 


As managing trustee, does Mukesh have total contro! of all 
these trusts? Or, is the managing trustee a mere 
administrative post? The answer lies in the trust deeds. 

The person who forms the trust — legally known as the 
'settlor' — is required to specify all aspects of the ownership 
and management of the trust in the trust deed. And the 
trustees are required by law to abide by the trust deed. 

It also names the various trustees and their tenure of 
appointment, which might be either permanent or for a fixed 
tenure. Ideally, the powers of the managing trustee should 


also be specified in the trust deed. 


Unless Dhirubhai has specified otherwise in the trust deeds, it 
would be fair to say that Mukesh being the managing trustee 
of most of the trusts has the upper hand — but not arbitrary 





trustee). 


THE AMBANIS 


compulsorily required to be registered. 

Meanwhile, section 153 of the Companies Act does not 
recognise a trust as a member in the company's ‘register of 
members' (list of shareholders). It says that if a trust owns the 
company, the register of members must mention the name of 
only one of the members of the trust (typically, the managing 


With Mukesh being the managing trustee of most of the 
trusts, it is likely that his name has been entered on the 


register of members. His stated position as reflected in his 


' moment. 
Unless there is clear 


trusts could end up 


powers. He would have a certain upper hand over Anil when 


ít comes to the ownership battle but certainly no 


sweeping powers to do 
as he pleases. 

To complicate matters, 
trust deeds are not 


therefore, simply requested the six di- 
rectors to stay back. It reposed full confi- 
dence in Anil Ambani's leadership. But 
most interestingly, it passed a resolution 
that REL would consult the RIL board 
for clarity on its future plans. 

In essence, Anil was sending out sev- 
eral signals simultaneously. One, he ac- 
knowledged that Mukesh, by virtue of 
controlling RIL, also held Reliance En- 
ergys fate in his hands. From gas sup- 
plies to additional funds, it would need 
RIL backing for all its future plans. At the 
same time, Anil also made sure that nei- 
ther Mukesh nor the RIL board could re- 
call any of the directors without gener- 
ating any adverse publicity. Meanwhile, 
the resolution was also worded carefully 
to open à door for settlement talks in 
case Mukesh wanted to make a concrete 
offer. Finally, there was also the subtle 
point — he could use the media as well 
as anyone, if he so chose. 

So now, with both brothers seeming 
at least half-way ready to talk, will nego- 
tiations start soon? That would be diffi- 





taking years to settle. 
SAMAR SRIVASTAVA 


documentation, any battle to 
, unravel the holdings of the 


cult, point out most observers. For one, | 


there is still the mutual suspicion about 
how far the other brother would be 
willing to go. The Mukesh camp feels 
that talks can only happen once Anil 
clearly acknowledges the elder brother's 
position as the undisputed leader of the 
group. The Anil camp says that the 
younger Ambani has never disputed the 


fact that Mukesh is the number one. | 


What he wants is clarity on the owner- 
ship issue. Mukesh might have a greater 
say in the running of the group — but as 
a co-owner, Anil should get to enjoy the 
fruits of ownership. 

Despite all the media speculation 
last week, it was fairly clear that none of 
the names being bandied about as 
possible mediators — Rahul Bajaj, 
Rameshbhai Oza, et al — had any real 
role to play. 

The other complication was that 
even if Mukesh and the RIL board 
wanted to, providing Anil with full con- 
trol (ownership) of Reliance Energy was 
hardly easy. There are three possible 
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email to RIL employees could suggest 
that he feels he will have no real 


problems in showing that he 
controls the trusts — and 
hence Reliance Industries. 
What evidence Anil has, if 
any, to mount a challenge is 
not particularly clear at the 


















ways in which the such a deal could be 
structured, though none of them would 
satisfactorily settle the issue: 

Bi A rights issue: That REL comes up 
with a rights issue. As 51 per cent share- 
holder, RIL will get its share of the rights 
issue. RIL can either decide not to sub- 
scribe to its share of the rights or 
renounce those rights in favour of an 
Anil group company. That would need 
shareholders' approval though, and 
would also require providing Anil with 
funds to pick up that stake. 

Bl ^ preferential allotment: The second 
option is to have REL make a preferen- 
tial allotment in favour of an Anil group 
company. 

W The third option is to have a man- 
agement buy-out (MBO) under which 
RIL sells its shares in REL to an MBO 
outfit floated by Anil. 

To do any of those, Anil would need 
funds — funds which Mukesh or RIL 
would need to provide. And that would 
raise its own set of complications. 


Watch this space. a 


_ HEMANT MISHRA 
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Postgraduate degree (with 60% and above) in 
Management, Engineering, Science, Commerce 
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RAPT 2004 on January 09, 2005, 
(Sunday) at 94 Test Centers all over India 
Classes from August 1, 2005. 


« Certain categories of applicants are exempted from 
RAPT. For details please visit www.icfai.org/iimt 


LAST DATE 
Last date for Submission of Application: 
December 18, 2004. 





For Prospectus & Application: Please send Rs.400 by Demand Draft in favor of “ICFAI University A/c IMT" 
payable at Hyderabad (Kindly write your complete name & address at the back of the DD) to: 


he Admissions Officer (MTP), Campus Programs Admissions Department (CPAD), 45, Nagarjuna Hills, 


EL" 


Punjagutta, Hyderabad - 500 082. Ph: 040-23435328-30,45. Fax: 040-23435347/48. Email: cpadhq @icfai.org 








E 


— WLGES iun. SR 


Institute for | 





cb 
c. 






The author is a director 

of PSi's strategic | 
consulting and private 
equity activities. He can 
be contacted at 
psi@psi-world.com. 





The 


power 
should be 
distributed | 
among 
members 
of a board 
with a 
voice 


y ranjit shastri — 


Getting it right 
on the board 





HE power play at Reliance Indus- 
tries, one of India’s most admired 
companies in Businessworld's re- 
cent survey, reminds us that overly 
indulgent parenting can result in 
egregious behaviour. I'm not referring to Dhi- 
rubhai Ambani's parenting, but the guidance of 
the board of Reliance. Clearly, its board must ei- 
ther be too passive or just plain ignorant about 
what goes on around them. An independent 
board would not tolerate this kind of fighting at 
the top. Unfortunately, the shareholders have 
had to suffer losses as a result. 

The succession game is not new to India — 
one cannot forget the story of Aurangzeb and 
Dara Shikoh. The succession game is played in 
afog, so perceptions are key and the outcome is 
hard to predict. The game is characterised by 
tactics — the shaping of perceptions. You have 
a cloaking of objectives, moral arguments, in- 
ternal family alliances, and the criticality of 
communication, or the lack thereof. Even the 
player with inferior forces can win through au- 
dacity, a perception of invincibility and a bit of 
luck. In the Mughal example, Daras final tacti- 
cal error was dismounting his elephant, where 
he was visible, and mounting a horse (for better 
manoeuvrability), leading to the perception 
that he had fled or fallen. His army, the larger of 
the two, lost the will to fight. 

Democracies solved the problem of succes- 
sion by de-emphasising the role of families, 
reigning in the power of the executive, and 
making the smooth transition to new leaders a 
routine event. The stability of an emperor's 
long reign was replaced by the stability of the 
democratic process itself. Corporate gover- 
nance seeks to achieve the same democratic re- 
sult within corporations. It is the CEO who re- 
ports to the board. The chairman manages the 
agenda of the board, while the CEO focuses on 
managing the company. By changing the rules 
ofthe game, corporate governance seeks to cre- 
ate a strong, high performance board and reign 
in the power of imperial CEOs. 











Building a high performance board, like 
building any high performance team, is not 
easy. Most companies don't know where to be- 
gin. However, it is well known that a board, 
mostly comprising truly independent direc- 
tors, is more likely to avoid problems of succes- 
sion and imperial CEOs. In well-governed com- 
panies, the board ensures that CEOs must 
perform or step down. Power is not concen- 
trated in the hands of the CEO, but is distrib- 
uted among members of the board. A cursory 
glance at Reliance's board of directors indicates 
a heavy dependence on family members and 
those loyal to the family. The problem is that di- 
rectors who are associated with the Ambani 
family may find it difficult to choose sides or 
may fear the repercussions of their actions. 

Another key to the success of a board is its 
regular self-assessment. Building an effective 
board is a process of continuous improvement, 
which means regularly questioning its goals 
and performance. In practice, however, many 
boards fail to assess their performance — even 
in companies where every other group of em- 
ployees assess themselves. Self-assessment can 
require substantial investment of time and ef- 
fort, involving surveys, interviews and group 
discussions. It seems that Reliances board ei- 
ther does not practise self-assessment, or does- 
n't practise it well. 

Whatever the outcome of the current power 
play within Reliance Industries, one thing is 
clear: Dhirubhai Ambani's fame as an astute 
businessman will come down a peg. Despite 
excellent strategy and execution, his lack of em- 
phasis on corporate governance has led to asit- 
uation which he would never have desired. 
This high-profile spat has diminished the cred- 
ibility and image of Reliance, and impacted the 
market capitalisation of the company. With the 
eye of the management off the ball, competi- 
tors can take advantage in several ways, includ- 
ing poaching customers and talented employ- 
ees. Now it's time for members of the board to 
rise and take charge. E 
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Opportunities in 
Revenue and Yield Management 
with India’s favourite airline. 


Revenue Management at Jet Airways 
takes a highly quantitative and strategic 
approach to decision making. 

The complexity of marketing a service 
product in this fiercely competitive 
environment requires shrewd strategic 
discipline and analysis. Managing the 
traditional distribution channel and 
emerging ones like Internet requires 
investment in people and technology, 
and Jet Airways is committed to investing 
in sophisticated technology and 
developing human capital to identify 
revenue enhancement opportunities. 


Flight Analysts 

Responsibility: To analyse individual 
flight performance daily, highlighting 
flights with high demand. Tactically 
manipulate capacity and optimize 
inventory under various fares offered 

to maximize revenue per flight. 

Predict periods of high demand and 
group movements during major events 
and holidays, and implement inventory 
control while ensuring that schedule 
integrity is maintained and 

the Operating Plan is not disrupted. 
Eligibility: Minimum 2 years of 
demonstrated work experience in pricing, 
inventory management, planning, 
marketing or sales function or related 
field with strong analytical skills and 
proficiency in MS Excel. Candidates with 
graduate degree in Business, Economics, 
Statistics or related field, can apply. 


Market Analysts 

Responsibility: You will be responsible 

for analysing and understanding the 
complexities of airline consumer behaviour 





and devising strategies for capturing 
additional revenue in domestic or 
international markets, These strategies 
will be implemented through varying 
the supply of our “product” 


Understand trends and anticipate 
fluctuations in market demand. 

Identify revenue opportunities in 
assigned markets, conduct competitive 
appraisals, and plan strategic inventory 
actions. Assess impact of various 
promotional activities and provide input 
to the Pricing and Scheduling areas in 
devising system changes to capture 
additional revenue. Interact with Sales 
Managers to track and optimally manage 
market activity. As a Market Analyst, you 
will work towards setting up process 
within your team and configuring the 
RM system to implement the optimum 
inventory control. 


Eligibility: MBA or bachelor's degree in 
Science, Business, Marketing, Economics, 
Statistics with minimum 2-3 years of 
demonstrated work experience in pricing, 
inventory management, planning, 
marketing or sales function. Knowledge 
of spreadsheets, database querying tools, 
MS Access, combined with excellent oral, 
written and presentation skills. 


Proficiency in analytic techniques and 
team management. Operations research 
skills, though not essential, would be 
an added advantage. 


Sales & Marketing Analysts 
Responsibility: Provide analytical 
support to the Revenue Management 
Unit, analyse and understand the 
complexities of airline consumer 
behaviour. Coordinate with sales team 
to support them on sales analysis 

and route performance. Provide 
business analyses to implement 
complex marketing, pricing and 
product promotions. Task also includes 
generation of Management Reports and 
Traffic, Yield and Revenue Forecasts and 
circulating the same for budget planning 
and sales forecasting. 

Eligibility: Bachelor's degree in 
Marketing, Finance or other related 
field, with minimum 2-3 years of 
demonstrated work experience in 


planning, marketing or sales function 
Ability to logically structure quantitative 
analyses of complex issues with 

strong analytical, presentation and 
communication (verbal and written) 
skills. Competency in computer systems 
and database applications, with 
proficiency in Excel is essential 


Sr Analysts - Market Strategy & 
Revenue Management 
Responsibility: Lead a talented team 
of Market & Flight Analysts. Perform 
quantitative and qualitative analyses 

on the overall performance, identifying 
trends develop and execute action plans 
to enhance revenue opportunities 
Develop and implement pricing & 
inventory strategy based on on-going 
operating plan for Revenue & Yield 
improvement in coordination with 
Marketing, Sales, Commercial Planning, 
Pricing, Operations, Customer Services, 
Airports, and Revenue Accounts to 
achieve the revenue objectives 


Eligibility: MBA or Master's degree 

in Business, Economics, Statistics, 
Mathematics, or related business field 

or equivalent work experience, can apply 
Minimum 4-5 years of demonstrated 
work experience in Inventory 
Management, Planning, Marketing, 
Business Analysis or sales function 

(or related field). Qualified candidates 
must have excellent interpersonal and 
communication skills with proficiency in 
MS Office and database tools such as 
MS Excel, Access SQL or Oracle Discoverer 


Qualified candidates must have proven 
quantitative analytical skills, business 
acumen, with minimum 1-2 years 

of experience in analysing business 
trends, forecasting or market analysis 
Candidates must have proven leadership 
and team management skills. 


Please forward your applications within 
7 days to: hrd@jetairways.com 
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year back, India was besotted 
with the so-called ‘feel good’ 
factor gorging through its 
economic system. But India, 
seemingly, is no longer ‘shin- 
ing’. The patina of a year has 
dulled some of the sheen — but, as we 
shall see, not all of it. 

Consider the fundamentals that 
were staring at us this time last year. The 
gross domestic product was growing at 
a scorching 8.2 per cent, interest rates 
were at record lows, and agriculture had 
rebounded after a drought-ridden 
2002-03. Cut to the present. We are now 
staring at slower GDP growth, higher in- 
terest rates, and ever-higher oil prices. 
Surely, 2005 is going to put your purse 
through the wringer. Or is it? Holding up 
the other end are well-grounded hopes 
of a corporate resurgence — in manu- 
facturing as well as in services, which to- 
gether account for more than three- 
fourths of the GDP The policy 
environment is stable, now that the new 





government has settled in. Indias sover- _ 


eign rating has been raised to invest- 
ment grade after seven years. 

Where does that leave you as an in- 
vestor, saver and consumer? Well, that 
depends on which slice ofthe economic 
pie you are interested in. In the follow- 


ing sections, we give you a taste of the | 


whole pie, slice by slice. 


Economic growth: Year 2003-04 was 
characterised by adequate monsoons, 
strong growth in the manufacturing and 
services sectors, stable interest rates, and 


low inflation. In the current fiscal, three | 
of those factors are not going to help the : 


growth story to the same extent: the 
monsoon has been below normal, inter- 
est rates have risen almost ] percentage 
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1. THE ECONOMY: Last year's 8.2 ia in 
real GDP was aided by strong agricultural growth. This year, 
the bet is on manufacturing and services growth "c 


12 Sectoral and overall real GDP growth (96) 
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| point, and inflation is ata four-year high. | 
All this has prompted the Reserve Bank | 


of India (RBI) to lower its GDP growth 
projection for 2004-05 from 6.5-7 per 
cent to 6-6.5 per cent. The central bank 
has also made it clear that the projected 
agricultural growth rate of 3 per cent 
would not materialise. The Centre for 
Monitoring Indian Economy (CMIE) ex- 
pects it to crash from last year's 9.1 per 
cent to 1.1 per cent this year. 

The onus of steering growth, thus, 
falls on the manufacturing and services 
sectors. Many economists BW spoke to 
are sanguine that the two sectors would 
do the job commendably. The Index of 


Industrial Production has grown by | 


more than 7 per cent every month (over 
the year-ago period) this financial year, 
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with production of capital goods, ma- 
chinery and equipment registering 
double-digit growth. A report from a for- 
eign brokerage house estimated that the 
capital expenditure for automobiles, 
capital goods, metals and petrochemi- 
cal companies would rise by about 
40 per cent in 2005-06. 

The silver lining is visible only in the 


| larger picture: even after this slowdown, 
. India will be the second fastest growing 


country, after China. 

Interest rates: The party for borrowers 
and spenders ended in 2004; it's the 
savers who will have a ball now, as inter- 
est rates rise in tandem with global 
moves. Home loan borrowers have 
started feeling the heat — both floating 


| and fixed rates have risen by 0.25-0.50 
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2. NEW PROJECTS: An82 per cent rise in 


project sanctions in 2003-04 presages an indus- 
trial resurgence. Infrastructure will be a gainer 


Sanctioned projects (Rs crore) 
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4. CASH: Corporates are now sitting on a 
bigger pile of cash than ever before. This may 
cushion the higher borrowing costs to an extent 


3. INDIA INC.: The top companies still 
rake in most of the sales and profits, casting 
doubts on the broadness of the recovery 
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5. INTEREST RATES: Rise in the govern- 


ment's cost of borrowing over the past year has 
been shadowed by a similar rise for corporates 
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per cent. On the other hand, term de- | in the past 4-5 years allowed them to 
posit rates have gone up 0.25-0.50 per | shave 40 per cent off their interest costs 


cent, mostly for the shorter tenures. 
The most severe casualties of the 
rates rise are the debt-based mutual 
funds — they are facing their worst year 
yet. Though short-term debt and float- 


ing rate funds are slightly better off than | 


medium-term debt funds and 
medium-term gilt funds, the returns 
don't look compelling in front of that 
from fixed deposits (See Figure 6). 
Companies will have to borrow at a 
higher cost. A triple-A-rated company, 
that could have floated a three-month 
commercial paper by paying 4.6 per 
cent in April, will now have to pay 5.1 per 
cent or more, The softer rate regime that 
the top 500 corporates had been used to 


| 


since 2000. The latest hike hasn't yet 
started to pinch, but it may get reflected 
in the next quarter. (In the September 
quarter, aggregate interest costs actually 
dipped marginally.) 

Will the rising rates spoil the invest- 
ment boom? “Any persistent rise can put 


| 


pressure on profitability, but it's unlikely | 


to cause a slowdown in investment. In 


fact, it's the higher demand for credit | 
which is partially responsible for the rise | 


in interest rates,” says Ajit Ranade, chief 





economist, Aditya Birla group. Foreign | 


brokerage house CLSA’s August Chart- 
book echoes a similar concern: it says 
the diminishing gains from interest sav- 
ings are likely to crunch margins. 
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What can cushion the effect is the 

huge cash pile India Inc. is sitting on 
(See Figure 4). The cash position for the 
top 436 listed companies (except the fi- 
nancial sector) has almost doubled 
since March 1999. If the companies use 
internal accruals to fund expansion and 
investment, the upward pressure on in- 
terest rates would ease to an extent. 
Oil prices: Global crude oil prices 
zoomed 70 per cent in 2004 to breach 
the $50-a-barrel mark. Though the rise 
has been stymied of late, its effect has al- 
ready been wrought on the global econ- 
omy. It has pushed up freight costs, con- 
tributed to the rise in inflation, and 
shrunk the profits of the oil majors. 

The last will have the largest direct 
impact. Thanks to the controlled pricing 
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6. MUTUAL FUNDS: After a glorious 
performance in 2003, debt funds suffered the 
most in 2004 due to the rising interest rates 


Monthly income plan 
Short-term debt 
Floating rate income 
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environment at home, absorbing the 
impact of the global price rise are the oil 
refining and marketing companies — 
HPCL, BPCL and Indian Oil (IOC). 
Mind you, not all the oil companies are 
affected adversely. Companies like 
ONGC, which are into exploration and 
production, stand to benefit. 

The other things that will hurt more 

in 2005 are the cross-subsidies on polit- 
ically sensitive products like LPG and 
kerosene. According to Motilal Oswal 
Securities, in 2005, losses on LPG and 
kerosene will more than double for 
HPCL and BPCL, and will zoom by 247 
per cent for IOC. 
Corporate earnings: The quarterly re- 
sults in September show a sharp 
rebound in both sales and profits. For 
the 50 stocks on the Nifty, the pulse of 
the NSE, aggregate sales grew 8 per cent 
over the previous quarter, as compared 
to a fall of 4 per cent in the June quarter. 
Gross profits, which grew a mere 2 per 
cent in the June quarter, strode ahead 
by 16 per cent in September. The trend 
is similar for a broader universe of com- 
panies. The 1,800 actively traded com- 
panies on the BSE have improved their 
aggregate sales by 7 per cent and profits 
by 12 percent. 

The strong growth momentum in 
industrial production and services 
should lead to volume-driven growth. 
The Indian Railways have raised the 
freight rates for coal, iron ore and ce- 
ment. Besides, steel and aluminium 
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7. STOCKMARKETS: Mid-cap stocks 


outperformed others by far. They were the 
flavour of the season in the second half of 2004 
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8. INSTITUTIONS: Foreign institutional investors were the 
most influential group on the bourses last year. Mutual funds 
remained small players during the same period 
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9. OIL PRICES: Their sharp rise will probably be the single 
largest factor affecting global economies in 2005. Indian refiners 
stand to lose in the controlled price regime 
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BIGGER. STRONGER. FASTER. 


At IDBI, we've helped build modern India over the last forty years. By financing basic and core infrastructure sectors like fertilisers 
power and telecom that have unimaginably improved the quality of Indian life. We've also lent sizeable fund support to key industria! 
inputs like cement and steel to help build a robust industrial foundation for modern India. But we haven't stopped there. Through thi 
years, we ve also supported the dreams of corporate India in every conceivable industrial sector. Disbursing over Rs. 2,23,500 cror: 
across four eventful decades. In that time, we have also distributed smiles and earned the lasting trust of four million depositors and 
investors. Through interest and dividend payouts of over Rs. 70,000 crore and dedicated service. Today, we are one of India’s largest 


financial institutions. With an asset base of Rs. 63.850 crore 


We're getting bigger, stronger and faster. And we're ready to give you a whole new world of opportunities 





Industrial Development Bank of India Limited, IDBI Tower, WTC Complex, Cuffe Parade, Mumbai - 400 00 
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10. EMERGING MAR- 


KETS: Though higher than the 
Asian average, Indian bourses trail 
most emerging markets in returns 


Emerging markets 
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11. ASIAN MARKETS: India 
will remain the second-fastest 
growing economy in the region, but 
its markets may not remain cheap 
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prices in India have risen in line with the 
global trends. Sooner or later, the rise in 
raw material and operating costs will 
have an impact on the bottomlines of a 
variety of industries. 

Stock market valuations: We are at 
6,000 again! The domestic stockmarkets 


have crossed this key psychological | 


level again, but past records show that it 
usually drifts away from the level soon 
after touching it. So it's time for a health- 
check. Since the plunge on 17 May, the 
Sensex has recovered 38 per cent. And 
the biggest wealth creators in this rise 
have been the non-Sensex, mid-cap 
stocks (See Figure 7). 

Where does the market go from 
here?Will the Sensex stay above 6,000? 

Based on the previous year's earn- 
ings, the Sensex stocks are at a price- 
earnings (PE) multiple of over 18. But 
their average PE for the past 12 years is 
21, indicating that possibly there is still 
some wind left behind the markets sail. 
The picture doesn't change much when 
we take the earnings growth in the view. 
In 2002-03, with earnings growth of 
around 30 per cent and a PE of 13, the 
markets were undoubtedly underval- 
ued. But in 2004-05, the earnings are ex- 
pected to grow 20 per cent, and in 2005- 
06, the growth is expected to be at 15-16 





per cent. If we factor these in, the Sensex 
PE would be at about 15 — again, far be- 
low the historical average. 

So, this rally is likely to have more 
limbs. There is another large factor 


Forecasts for 2t 
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holding up the rally: foreign institu- | 


tional investors. FIIs invested a massive 
Rs 18,000 crore in the first quarter of 
2004, but dumped shares when the BJP 
was voted out in May. As the new gov- 
ernment's agenda became clear they re- 
posed their faith in the markets, and 
have poured in Rs 16,250 crore since 
August. Indian institutions remained 
small players. 

Initial public offerings: In 2004, 
29 companies raised around Rs 30,000 


. crore of capital; of the total, about 


65 per cent came from PSU disinvest- 
ments. In 2005, more than 60 compa- 
nies are in a queue to raise a total of 
Rs 39,000 crore. The maximum demand 
for capital will come from telecom com- 
panies, for expanding networks. While 
Reliance Infocomm plans to raise Rs 
10,000 crore, its peers Tata Teleservices, 
Idea Cellular and Hutchison Essar plan 
to raise Rs 4,000 crore. 

The Union government seems to 
have revived plans for PSU divestment 
and mergers. The merger of BSNL with 
MTNL, if it goes through, will give it one 
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of the largest market 
caps, at an estimated 
Rs 14,000 crore. Besides, 
11 public sector banks 
and one private sector 
bank plan to raise 
Rs 3,500 crore to meet 
their capital adequacy re- 
quirements. Going by the 
performance of the com- 
panies approaching the 
primary markets this sea- 
son, this IPO boom is 
going to be qualitatively 
as good asthe one we saw 
in 2004. 

Asian emerging mar- 
kets: Asian emerging 
markets, which attract 
more than 80 per cent of 
foreign portfolio invest- 
ments, will be the lag- 
gards of 2004. In the year 
to 25 November 2004, the 
widely-quoted MSCI Emerging Market 
Asia Index gained just 2 per cent, while 
some other emerging markets grew 
faster. This is despite the fact that Asian 
economies grew faster than other 
emerging economies in 2004. Yet, for- 
eign portfolio investments in the Asian 
markets are expected to shrink in 2004. 
The International Institute of Finance 
expects the region's equity inflow for 
2004 to be at $23 billion, down from $35 
billion in 2003. In 2005, it is projected to 
be just $24 billion. 

It must be noted that India stands 
out among the emerging markets from 
the valuations perspective. Most emerg- 
ing markets sport lower PEs than the In- 
dian one (See Figure 11). So slower 
growth in equity investments in Asia in 
general could lead to an even slower 
growth in India. 

And that's the whole pie. Note that 
over the past few weeks, interest rates 
have stabilised, oil prices are taking a 
breather from their rise, and India con- 
tinues to be one of the hottest destina- 
tions for FIIs. Given that, should we put 
the cherry on top of the pie? * 


For sharing your comments 
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A XCONCONM 








I work at a bank in Bangalore, and 
need clarifications on these issues... 
1) Can an assessee file his income 
tax return (ITR) without paying self- 
assessment tax U/S 140A? For exam- 
ple, if his ITR shows a tax liability of 
Rs 20,000, out of which he has paid 
Rs 2,500 as advance tax/ TDS/ self- 
assessment tax, can he show the ba- 
lance as tax payable in his IT-return? 
2) As per the IT Act, the ITR should be 
filed within one year from the end of 
the assessment year. | work in the 
home loans department, and have 
been getting applications where ITR 
for the last 4-5 years are filed to- 
gether. Are such returns valid? 


— Abhishek Saraf 


1) As per Section 140A of the IT Act, 
self-assessment tax has to be paid be- 
fore filing the return, and the proof of 
payment has to be attached with the re- 
turn. If the assessee fails to pay the 
whole/ part of the self-assessment tax 
before filing the return, he is deemed to 
be an ‘assessee in default’. He is then li- 
able to pay interest and penalty. 
The interest is payable at 1 per cent 
per month on the shortfall. The 
period for which interest is 
charged in such cases commences 
from the date next to the date of 
filing return and ends on the date 
of payment of tax. Apart from the 
interest, the assessing officer can 
levy a penalty up to the amount 
not paid. 


NCOL 


DIA 
E 


Personal finance 


Timing the return 


2) Areturn of income can be filed up 
to one year from the end of the assess- 
ment year (AY). For accounting year end- 
ing 31 March 2003, the assessment year 
is 2003-04; the return must be filed by 31 
March 2005. Returns filed after 31 March 
2005 for AY 2003-04 has no legal validity. 


I'm a retired person with an annual in- 
come of Rs 25,000 from dividends, in- 
terest, etc. I owned a flat in Kolkata, 
bought for Rs 2.5 lakh in 1990, which I 
sold in June 2003. I plan to buy a flat in 
Gurgaon with my son for Rs 30 lakh in 
six months. I want to put the Rs 12 lakh, 
from the sale of my flat in Kolkata, for 
this. I have these queries: 
-Will I be taxed for capital gains if I buy 
the property jointly with my son? 
-Am I already liable to capital gains? 
-What options do I have to avoid this? 
— S.B. Bhatnagar 
The flat purchased by you in 1990 
was sold in June 2003. I assume it was 
purchased in the year ending 31 March 
1990. Accordingly, the indexed cost is 
derived after multiplying Rs 250,000 by 
463, and dividing the product by 172, 
which is Rs 672,965. Since you sold the 
property for Rs 12 lakh, the long-term 
capital gains works out to Rs 527,035. 
Out ofthe dividend and interest income 
of Rs 25,000, you are entitled to an ex- 
emption of Rs 12,000 under Section 80L. 
So, your taxable income is Rs 527,035 + 
Rs 13,000 = 540,035. The tax works out to 
20 per cent of Rs 540,035 — 50,000 = 
98,008. Being a senior citizen, you are 
also entitled to an IT rebate of Rs 20,000. 


A return on 
income must be 
filed one year 


from the end of 
the relevant 
assessment year 
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Hence, your tax liability is Rs 78,008. 

You can save the above tax if you buy 
the property in Gurgaon within two 
years from June 2003, i.e., the date on 
which you sold the property in Kolkata. 
You need to invest Rs 527,035 to claim 
total exemption from capital gains. You 
are investing Rs 30 lakh in the new flat, 
so the capital gains shall be totally ex- 
empt. If you haven't bought the flat at 
Gurgaon by 31 October 2004 (due date 
for filing return), you have to deposit Rs 
527,035 with a bank under the capital 
gains account scheme. 

Alternatively, you can invest Rs 
527,035 in bonds notified U/S 54EC. You 
will have to subscribe to such bonds 
within six months from the date of tran- 
sfer of flat on which capital gains arise. 


I receive interest subsidy from my em- 
ployer for a housing loan I have taken. 
This subsidy is on a fixed amount.What 
will the valuation of this perk be as per 
tax laws? If I have taken a loan of Rs 10 
lakh at 8 per cent and my employer gi- 
ves me subsidy of 7.5 per cent on Rs 5 
lakh, what is the taxable part? 
Ravindra Pisal 
It is not clear if you have taken the hous- 
ing loan from your employer or from 
outside. If you have taken it from a 
source other than your employer, then 
the entire interest subsidy shall be 
treated as a perquisite in your hands. 
Say, you have taken the loan from 
the employer — Rs 10 lakh at 8 per cent. 
In this case, 1 per cent of the Rs 10 lakh is 
taxable as perquisite if the loan is for a 
period up to 10 years; and 1.5 per 
cent of Rs 10 lakh is taxable as 
perquisite if the loan is for a period 
above 10 years. Further, the inter- 
est subsidy of 7.5 per cent given by 
the employer on Rs 5 lakh is also 
taxable as a perquisite. Ni 
The author is a practising charte- 
red accountant and a tax expert. Send 
your queries to tax@bworldmail.com. 





PROMOTIONS 


How much should | invest in life insurance ? 


(Q. How much should I invest in a life insurance policy? 
What are the factors that would, determine my invest- 
ment? 


Many experts recommend that you purchase 5 to10 times 
your current annual income. This is a general rule of 
thumb that does not take into consideration current as- 
sets and any special needs you and your family may 
have. We at Aviva would recommend that it would be 
best to undergo a "Financial Health Check" (FHC) which 
is a need based analysis of your long-term savings and 
insurance needs. The "Financial Health Check" is a free 
service administered by Aviva's expert Financial Plan- 
ning Advisers. The FHC assesses your earnings and life 
stage and recommends the right insurance product for 
you. I will advise you to go through a Financial Health 
Check before deciding on insurance and savings require- 
ments. 

You may want to start by determining the amount of 
income that you would like to replace and the number of 
years you need to replace this income. In addition, you 
may want to consider funding future expenses such as 
college education, retirement, and any special needs a 
child or family member may have. Unfortunately no one 
can waive a magic wand to determine how much protec- 
tion you will need. Only you can determine what you 
would want your family to have. For this reason, and 
because life insurance is very affordable when pur- 
chased intelligently, many individuals choose to invest 
generous amounts. 


(). Does it make sense to replace a policy? 

Think twice before you do, because in many situations it 
may not be to your advantage. 

Before dropping any in-force policy, consider: 

(a) If your health status has changed over the 
years, you may no longer be insurable at 
standard rates. 

(b) Your present policy may have a lower premium 
rate than is required on a new policy of the same 
type (if, for no other reason, that you have grown 
older). 





(c) If you replace 
one cash-value 
policy with an 
other, the cash 
value of the new 
policy may be 
relatively small 
for several years 
and may never 
be as large as 
that of the origi 
nal one. 

(d) You should ask 
your 
agent for a de 
tailed listing of cost breakdowns of both policies, 





adviser/ 


Stuart Purdy, MD, Aviva Life Insurance, India 


including premiums, cash surrender value, and 
death benefits. Compare these as well as the fea 
tures offered by both policies. 
If you decide to surrender or reduce the value of the 
policy you now own and replace it with other insurance, 
be sure that: 
(a) the agent making the proposal puts it in writing; 
(b) you pass any required medical examination, and 
(c) your new policy is in force before you cancel the 


old one. 


Q. What are Riders? How do they work? 


A rider on the insurance contract provides additional 
protection against risk. You can buy a basic insurance 
policy and add riders to the policy to include extra pro- 
tection such as additional accidental death cover, dis- 
ability cover, critical illness cover, hospitalisation ben- 
efits etc. 

However you need to pay an additional charge (pre- 
mium) towards rider coverage but these additional 
charges are normally lower than individual polices that 
provide the same benefits. If the event that has been 
insured against through rider coverage occurs, you or 
your beneficiaries will be paid rider benefits in addition 
to the basic benefits under the insurance contract. 








AVIVA 


Life Insurance 
KAL PAR CONTRO! 
Insurance is the subject matter of solicitat 


z 


S ONE WAY TO KEEP YOUR FUTURE INTACT 






Personal finance 











BI Life Insurance has raised the up- 

per limit of the sum assured under 

its Scholar plan from Rs 10 lakh to 
Rs 1 crore. Parents can now finance their 
child’s education and get life cover un- 
der Scholar II for a sum assured ranging 
between Rs 50,000 and Rs 1 crore. 

The latest policy from the SBI Life In- 
surance stable targets parents in the age 
group up to 60 years with children aged 
up to 15 years. When the child attains 18 
years of age, the parent will receive the 
sum assured in four annual instalments. 
“One has to consider the rising cost of 
education. Scholar II is designed to en- 
sure that the guaranteed benefits are re- 


Scholar’s second coming 





ceived when the child attains the 
age of 18 years up to 21 years,” 
said S. Krishnamurthy, CEO, SBI 
Life Insurance, at the launch of 
Scholar II. The policy comes ata 
time when leading B-schools cha- 
rge as much as Rs 10 lakh a year. 

The premium payment term 
depends on the age of the child, 
and ends when the child attains 
18 years of age. The cover is valid 
till the child attains 21 years of age. 
Further, premium payments 
need not be paid in the event ofa 
death claim during the term of the plan. 
In such a case, the guaranteed benefits, 
along with the sum assured and the 
bonus declared, will be paid to the nom- 
inee. The contingencies covered by the 
scheme are critical illness, accidental 
death and accidental total permanent 
disability, which can be included in the 
policy as riders. 

Under Scholar Il, premiums can 
be paid either regularly or at a single 
instance. Other life insurance compa- 
nies which have similar products inclu- 
de Birla Sun Life (My Child ) and HDFC 
Standard Life (Childrens Plan). H 
SAMAR SRIVASTAVA 


ASHISH SAMI 


IRDA streamlines IPO route 


HE Insurance Regulatory and De- 

velopment Authority (IRDA) has 

categorised investments by insur- 
ance companies in initial public offer- 
ings (IPOs) as ‘approved investments. 
This means that companies can now in- 
vest up to 35 per cent of their invest- 
ments in IPOs — up from 15 per cent. 
Earlier, IPOs were classified under the 
‘other than approved investments, 
hence the 15 per cent limit. 

However, several strict criteria have 
been laid down. The size ofthe IPO must 
not be less than Rs 500 crore and a 
minimum of 5 million shares must be 
offered for sale. 

The company issuing shares shall 
belong to a strong financial group for 


which the Insurers’ Board shall lay 
down the criteria. The company must 
have a good track record for the last 
seven years, in case the shares are sub- 
scribed to by a life insurance company, 
and for three years in case they are sub- 
scribed to by a general insurance com- 
pany. All other investments in initial 
public offerings fall under the 'other 

than approved investments category. 
The IRDA’s move comes at a time 
when interest rates are hardening. As a 
result, there is greater pressure on 
insurance companies to provide higher 
rates of return and thus increase their 
exposure in IPOs of established and fi- 
nancially sound corporates. 5 
SAMAR SRIVASTAVA 
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FLY FOR FREE ON IA 

Children can travel aboard Indian 
Airlines (IA) for free with their par- 
ents, under a new scheme called 
Family Fare. Two children aged 
below 12 years can travel free with 
two full-fare paying adults. 
Children aged between 12 and 18 
can travel on paying half the fare. 
This is valid on all one-way or 
round trip travel on any IA or Alli- 
ance Air flight till 31 Jan 2005. Lil 


ALR. CATEGORIES REDUCED 

The I-T department has reduced 
the categories for which sellers 
will need to file annual information 
returns (A.LR.). Sellers will have to 
file A.I.Rs for certain high-value 
purchases, which will be matched 
with the buyers' tax returns to 
check for evasion. Car purchases 
and phone bills have been exclu- 
ded, while credit card bills totalling 
over Rs 2 lakh a year, investments 





ICICI Bank is offering 
5 per cent cash back on 
purchases above Rs 2,000. The 
maximum cash-back benefit has 
been limited to Rs 5,000 percard. — . 
The offer is valid only if the card is 
swiped at ICICI Bank terminals. A 

list of over 20,000 outlets is avail- 
able on the bank's website. Citi- 

bank has gone a step ahead, and 
introduced a cash-back card. It will 
credit 1-5 per cent of the 
transaction value, depending on 

the purchase category. Cash is 

also credited on the outstanding 
balance. The categories will be 
reviewed after 31 May 2005. E 





Makes us Good people to bank with. 
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Technology is the backbone of a good banking experience. Reason why our customers can transact anywhere and 
know their account details anytime. With a large number of branches networked, our customers can conduct business 
beyond boundaries. Our Core Banking Solution enable quick transactions, greater efficiency and an overall positive 
banking experience. Constant technology upgradation further enhances that experience. Enabling us to continually 
live up to our promise of being good people to bank with. 
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For further details walk into our branches or log on to our website: www.unionbankofindia.com 
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LL major markets, metros and 
Class A cities across India are 
witnessing extremely high 
rates and degrees of subur- 
banisation. Following a lag in 
infrastructure development, 
there has been greater infusion of capi- 
tal in most suburban areas to upgrade 
critical factors — like road connectivity, 
public transport networks and business 
promotion zones being set up by state 
governments — thereby increasing the 
appeal of residing in such locations. So- 
cial infrastructure, in terms of schools 
and medical facilities, is also fast catch- 
ing up to cater to these increasingly 
profitable captive suburban audiences. 
Its been a dream run for property 
markets this year across all property 
segments and most locations. Office 
Space vacancy rates are lower in most 
suburbs; net absorption figures in sub- 
urbs are up; leasing price continues to 
be stable for commercial/IT-specific 
space and promises to be the case for 
the next 12-18 months as the region 
breaks away from its supply constraints. 
Suburbs across India (National Capital 
Region, Mumbai, Bangalore and Chen- 
nai) are favoured by many large corpo- 
rations for their IT-related operations. 
The future growth is likely to be more 
volume- than price-led in major mar- 
kets. While volumes in the commercial 
office space segment are up 20-25 per 
cent year-on-year, prices are stable bar- 
ring some micro-markets where rentals 





have firmed up. Historic yields in most 
markets have taken a downturn by al- 
most 75-200 bps in the last 12-15 mon- 
ths. However, with the expected mar- 
ginal strengthening of the interest rate 
regime, the band of yields is likely to vary. 

According to broad trends from sec- 
ondary sources in the market, about 30- 
40 per cent of net purchases in under- 
construction projects in India are still 
accounted for by short-term investors 
(with a time horizon of 6-12 months). 
Hence, atleastin the initial phases of the 
stock release from such projects, price 
movements are influenced to a large ex- 
tent by investor groups. But, 60-70 per 
cent of absorption is accounted for by 
end users/ long-term investors, which 
has been a great stabilising factor in the 
price movements in the mar- 
ket. According to our esti- 
mates, 60-70 per cent of such 
buyers prefer to commit to 
long-term mortgages to fina- 
nce these purchases, sig- 
nalling long-term commit- 
ments to the asset at current 
price levels. In the next 12-18 
months, one expects the resi- 
dential price escalation to be 
more subdued as investors 
will feel the pressure to offload stock to 
end users at more realistic prices than 
current ones. 

Residential property has been safer 
from an end-use perspective with atten- 
dant tax exemptions, rather than that of 
a pure investment vehicle. There have 
been few exceptions to this general 
trend in some markets. However, the sit- 
uation is fast changing to a low yield, 
higher long-term capital appreciation 
scenario even in new markets. Tradi- 
tionally, short-term investors in real es- 
tate have been speculative, profiting 
from information usually not available 
in the public domain. Such an approach 
with short time frames by end-use in- 
vestors can be highly risky. It has, there- 
fore, been more profitable for investors 
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ume-led growth 


in residential real estate to hold their as- 
sets for medium- to long-term periods 
(5-9 years) and reap benefits out of capi- 
tal appreciation, especially if the chosen 
asset's intrinsic benefits are backed by 
rapid infrastructure development. 
Given the factors affecting real estate 
pricing and alternate investment vehi- 
cles, one should be cautious about the 
product, location and buy price, as 
compared to the emerging capital value 
pattern in a location, to minimise risk of 
capital erosion and for it to hold poten- 
tial for significant long-term gains. The 
suburban areas offer unique opportuni- 
ties which should be carefully explored. 
On the commercial demand side, 
come 2005, we expect growth in vol- 
umes by at least 15-20 per cent to con- 


One should be cautious 
about the product, location 
and purchase price — to 


minimise risk of capital 
erosion and for it to hold 
potential for long-term gains 





tinue, led by price stability. Cities like 
Pune, Hyderabad, Chennai and Kolkata 
are expected to increase share in the na- 
tional leasing market as they overcome 
supply and choice constraints. Subur- 
ban residential supply should continue 
to accelerate, though prices are expec- 
ted to slowly plateau. Existing up-mar- 
ket residential prices in metros should 
harden given supply constraints. Amu- 
sement, shopping, tourism and allied 
sectors are also expected to witness a 
boost, especially in NCR which will host 
the Commonwealth Games in 2010. B 


Sanjay Verma is joint managing direc- 

tor, Cushman & Wakefield India, a leading 
real estate consultant, Send your queries 

to pf@bworldmail.com. 


Bank/HFI name 20 years (%) Upfront fees + service tax (%) 
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HSBC &0* 725  80* 7.25 80* 7,25 8.0* 7.25 Rs5,000+10.2 

Standard Chartered | 80 02580 80 7680) 80! 7580 8.0 7.5-8.0 0.5-1.0 + 10.2 

IDBI Bank 8-8.25* 7.75-8^ 8-8.25* 7.75-8^ 8-8.25* 7.75-8^ 8-8.25* 7.75-8^ 0.5+10.2 z 
HDFC (entire tenor) 8.5-8.75 755825 8.5-8.75 7.5-8.25 858.75 7.5-8.25 8.5-8.75 7.5-8.25 054102 

Citibank ; 8.0 075 8.0 7735 8.0 7.75 8.0 7.75 0.25 file booking+10.2 service tax 
ICICI Home Finance : 85 3 85 800 £85 8.0 8.5 8.0 0,5-10.2 A 
E P mes — 8.25 7.7585 7.5-8.25 - E = 7.75-8.5 7.5-8.25 1.0+10.2 A Ha 
Corporation Bank |88 80 85 80 875 825 875 825 Legal chargeuptoRs2,000 ae 
PNB Housing Finance ERN ame — > 99 MER eee — 825 0.5 processing + 10.2 s vice "m 
LIC Housing Finance (— 80 "35 80 75 10968 | 25 85 75 1 PF^ 0.5 stamp duty «10.2 ser, tax 
Kotak Mahindra Bank 7.5-7.75* 72575 7.5-7.75* 7.25-7.5 15-L.15* 725-18 7.5-7.75* 7125-5 0.5 +10.2 - uum 
“for 1st three years “for a loan above Rs 15 lakh; Note: IDBI Bank also gives loans at a fixed rate of 8.5% (for 1st five Source: apnaloan.com 


years). Interest rates as on 23 Nov 2004; actual rates may vary from person to person. 


Term life insurance 


Maximum age Tenures possible Maximum age Minimum sum For a life cover of Rs 10 lakh 





Policy/Insurer 
d of entry (years) at expiry assured (Rs) Premium in Rs (Entry age/coverage period in years) 








(30/25) (40/20) (50/10) (55/10) 

vo c So yrs 525 ieee N.A. | 38,52 |5,26 8631 12,031 

paran aned € 0 yrs A 5-30 65 NA. | 3,050 |5,110 8,320 12,600 
UE Da — 

a 60 yrs 10-30 70 — 1,000000 | 2,800 4,900 8330 12,335 

— linm Sys 5,10,15,20,25 n 200,000 3,160 | 5,150 8,790 13,100 

Met Suraksha Gold 60yrs 5,10,15,20,25 | 65 À 50,000 3,300 5,700 9,700 14,700 


——— 4 — —. 





Note: Minimum premium for the ICICI Prudential and HDFC insurance policies are Rs 2,400 and Rs 1,500 respectively. Source: Bajaj Capital 





Insurance is the subject matter of solicitation. MetLife India Insurance Co. Pvt. Ltd., Regd. Office: ‘Brigade Seshamahal', 5 Vani Vilas Road, Basavanagudi, Bangalore 560 004. www.metlife co.in LOOT0B4 
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The answer will be known at India's Premier Corporate Design Awards. Awarded across 
18 categories to those who use ingenuity to transform a simple concept into a marvel of design. 
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Y filmi standards, Manmo- 
han Shetty is pretty colour- 
less. He is cussedly conserva- 
tive, doesn't party and hardly 
gives interviews. When he 
does talk, he is laconic, even 
surly at times. Unlike his garrulous, rel- 
ishing-their-fame contemporaries like 
Yash Chopra or Subhash Ghai, Shetty 
prefers to potter about in his office, read 
film scripts and watch films. The only re- 
laxation that the 56-year-old managing 
director of the Rs 79-crore Adlabs Films 
permits himself is the odd whisky in the 
evenings. Even his sartorial tastes (dull 
blue or white shirts) would suit an in- 
vestment banker, not the showman 
whose company co-produced last year's 
big hit, Munnabliai MBBS. 

How on earth did he build what is ar- 
guably Indias largest film company? 

By leading a double life. On the back 
of his boring, annuity income earning, 
film processing business, Shetty has 
taken risks no one was willing to. In the 
eighties, along with NFDC, Shetty al- 
most single-handedly financed the par- 


The film 
industry's most 
conservative 





allel cinema movement in India. 
Remember Chakra, Ardh Satya, Hip Hip 
Hurray and Split Wide Open? Well, he 
put the money behind them, much of 
it in his personal capacity. Adlabs has a 
long list of firsts to its name. It was one of 
the first film companies to go public, the 
first to bring IMAX into India and to set 
up a multiplex. 

Last year, he did something riskier. 
In association with Mukta Arts, Shetty 
began seeding small-town theatres with 
digital equipment, even as analysts 
were pulling their hair out in dismay at 
what they thought was a hare-brained 
scheme. He proved them wrong — on 
almost every count. Today, thanks in 
large measure to Shetty, India has the 
largest number of digital theatres in the 
world. More importantly, these have 
helped revive the film-going habit in 
what was a moribund market so far. For 


years, the revenues from B- and C-class 
India, about 50 per cent of the total, 
were written off. They are now coming 
back to be counted at the national box 
office. Remember, digital exhibition is 


BUSINI 


anarea that Hollywood has been dither- 
ing on for years now. In India, Shetty's 
leap of faith has created many other dig- 
ital cinema evangelists. Last heard, a 
Singapore-based fund was eager for a 
stake in PVR's 100-theatre digital project 
which is still on the planning board. Just 
two years back, no foreign fund would 
have touched a digital cinema project — 
that too in India — with a barge pole. 
So, who is Manmohan Shetty — a 
swashbuckling visionary or an old-fash- 
ioned businessman who dabbles in 
other ‘things’? The question holds more 
than academic interest. How Shetty 
thinks and what happens to Adlabs de- 
termines, in many ways, how the stock- 
market will treat other film firms looking 
for public money. This is because he 
owns one of the few film firms with a ro- 
bust, well thought-out (look the other 
way, analysts) business plan. In the 
chaotic world of Indian films, which is 
trying really hard to shape up, that is 
saying a lot. So far, its record has been 
dismal. None of the talked-about film 
companies, UTV or Mukta Arts, are as 









big as Adlabs is in the film business. Nei- 
ther do they have a finger in as good a 
mix — from the steady processing busi- 
ness to the cash-spewing tax-free multi- 
plex one, the revenues-for-the-future 


. digital cinema one and the turnover- 


boosting film production and financing 
one. Most other film companies are into 
production and distribution, risky 
stand-alone businesses. 

If it seems like Shetty is on a good 
wicket, he is. It is the fact that he is con- 
servative and, yet, takes risks — many of 
which are impulsive — that somehow 
tempers his decisions. It makes him in 
some ways a better showman than, say, 
a Ghai who goes purely by impulse. Or 
Yash Chopra, who is incapable of taking 
any financial risks. Even the creative 
risks Chopra takes are very calculated. 
One failure and he is back to the for- 
mula. (Remember Kala Pathar and 
Lamhe.) Shetty, on the other hand, has 
taken both creative and business risks 


that belie his upbringing as a conserva- 











tive Mangalorean farmer's son. How did 
he pick up the courage to finance an 
Ardh Satya in the formula-laden eight- 
ies, or invest Rs 10 lakh a piece in the- 
atres in small towns with names which 
he cannot pronounce? 

To understand his ability to take 
risks, you must figure out the processing 
business. The average Hindi film relea- 
ses with 150-200 prints, each costing Rs 
55,000 or so. That is over Rs 1 crore for a 
regular film. But by the time the film is 
ready for processing, most producers 
run out of money. So, Adlabs gives them 
‘working capital’. It doesn't charge them 
for the prints till the film is released and 
the money starts pouring in. For more 
than 25 years now, Shetty has given the 
nod fora film's prints to leave the lab. For 


over 25 years now, he has held the fate of 


almost every Hindi film producer in his 
hands. It is a position that could have 
corrupted a lot of people and compa- 
nies. Not Adlabs. It has remained a con- 
servatively-run company, albeit with 
huge outstandings and humongous 
goodwill from a generation of produc- 
ers, distributors and theatre owners. It is 
a fact that works in Shetty's favour every 
time he attempts something ‘visionary’. 

Did he not in the midst of all the 
glamour, the hope and hype of releasing 
two-thirds of Hindi cinemas films, want 
to jump in himself? No, says Shetty. He 
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claims he was never tempted to pro- 
duce or direct a film, something he 
could do anytime he wanted. In fact, he 
always wondered why all these produc 
ers, who were deep in debt to him, kept 
making loss-making films. "They always 
told me they did not know how to do 
anything else but produce films. But the 
fact is that they said so even if they had 
made just one film,” laughs Shetty. 

In some ways, he found producers 
foolish for their love of the medium and 
in others he probably envied them. That 
explains why he started dipping his 
hands into film financing. Shetty claims 
he did it only because the films he back- 
ed were made by friends, like Govind Ni- 
halani. Sure. That is why he continued to 
finance them even when he lost money 
on most of them. It was probably his 
way of experimenting with the creative 
part of filmmaking, satiating that urge 
which finally led to Entertainment One. 

Adlabss production subsidiary is 
now a creative hotspot in Mumbai with 
partners like Ram Gopal Varma'5 The 
Factory and K. Sera Sera. Some of its 
more interesting films in recent times 
include Main Madhuri Dikshit Banna 
Chahti Hoon, Dev and The Rising (of 
which Adlabs is no longer part). What 
Shetty would like to see is Indian films 
which string global audiences (not just 
NRIs) to their tune. So he spends a lot of 
time on whetting film proposals these 
days. But at times, he finds his 'public 
limited company status limiting. “From 
the day we went public, I have been on a 
treadmill,” says Shetty. The constant 
questions from analysts, even when 
competitors have made a mistake, not 
him, irritate him. So when Subhash 
Ghai's Yaadein fails or Bharat Shah gets 
arrested and the market downgrades his 
stock, it bugs him no end. He reckons 
that with multiplexes and digital cin- 
ema the IPO did make sense, so he does- 
n't regret it. For a pure film production 
play, it wouldn't. "Just for production, it 
makes sense to raise debt. It is easier to 
recover," says he. That is because there is 
no scale in the entertainment business 
as of now, he says. "It is good only for 
drawing room conversation." To scale 
up he believes "an entertainment com- 
pany needs to be in everything. The next 
big thing for us will be TV,” Shetty says. 

Now, that is one business analysts 
will love him for. * 





BROWSING 


Ganesh Mandalam 
CEO, Xerago 


[am reading THE TIPPING POINT by 
Malcom Gladwell. It is the kind of 
book I normally read. I enjoy reading 
about new concepts, technologies, 
change, management, leadership 
and emerging marketing concepts 
and insights. 

The premise of the book is that 
sometimes, when diverse pieces 
come together, small changes make a 
big impact. That is a wonderful con- 
cept when applied to marketing the- 
ory. While the pieces may not quite 
come together in real life in the man- 
ner the book suggests, the book did 
manage to leave behind some power- 
ful thoughts. And there are some out- 
standing case studies that demon- 
strate this point. It is an eye-opener 
on new-age, viral marketing. Li 


ALERT 
Economic Policy In Sri Lanka 


Edited by Saman Kelegama 
(Sage Publications) 


THIS festschrift hon- 

ours Gamani Corea, 

one of Sri Lanka's top 
economists, and gives 

a thorough look at the 
state's development 
and political ideology. | 
Its 522 pages are sim- | 
ply crammed with information. | 
Yet, it ignores the violent ethnic 
conflict — which is, in fact, its i 
most remarkable aspect. Despite i 
the troubles, Sri Lanka's eco- 
nomic reform has continued, | 
putting it streets ahead of its | 
South Asian neighbours. a 





The PM of 


ERICA LEE NELSON 





E is viewed with scepticism by 
the world at large. Yet, he still 
enjoys popularity at home 
despite championing the war 
in Iraq, a dismal economic 
performance, huge business 
scandals and a sympathetic view tow- 
ards fascism. 

And no, he’s not from Texas; he's the 
Italian Prime Minister. 

Though not fully comparable — Sil- 
vio Berlusconi uses religion when polit- 
ically convenient, while George W. Bush 
is a true believer — the similarities 
are significant. Both know 
how to play the fool effec- 
tively, and more impor- 
tantly, both know how to 
use spin, opinion polls, 
and television cameras to 
garner votes. But while 
Bush had the privilege of 
being born rich, the Italian 
prime minister had hum- 
ble beginnings as the son 








of a clerk in a tiny bank in Milan. How- 
ever, Berlusconi now owns most of 
Italy's TV stations, and he's a better busi- 
nessman and showman as well. 

Berlusconi's beginnings were, ulti- 
mately, to prove the key to his extraordi- 
nary success. After graduating from col- 
lege he managed to get a loan from his 
father's old boss and started building a 
real estate empire. 

Oddly enough, this is where his tele- 
vision empire also began. When he built 
Italy's first suburban, gated housing 
colony of 10,000 units outside Milan, 


| he started a small television station for 





the residents. When 


SILVIO 
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and Patrimony 
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By Paul Ginsborg 
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Selling to the 


CHETAN PARIKH 





TART-UP firms, owners of small 
businesses, rapidly growing mid- 
size firms and even large firms in 
trouble need capital. Capital 
markets, however, have undergone im- 
mense changes and investors need to 
understand the trends behind them. 
The most important of these 
changes are globalisation, technologi- 
cal advances, financial innovations, 
changes in savings and investments and 
the dominance of institutional inves- 
tors. The range of prospective financing 
sources is extensive and capital prov- 
iders have different objectives, capabili- 
ties and constraints, 
Philip Kotler believes (naturally) that 


BUSINESSWORLD 90 13 DECEMBER 2004 








marketing concepts can help these 
types of firms do a better job of attract- 
ing the funds they need. Along with Her- 
mawan Kartajaya and S. David Young, 
he shows how marketing theory and 
practice translates into a highly disci- 
plined approach to identify the best 
sources of capital. Whilst the book gives 
an overview of the capital markets, in- 
cluding private equity, and how it oper- 
ates, the novelty is in how marketing 
concepts and tools can aid in the 
process of attracting capital. 

The book takes the reader through 
an exhaustive discussion on the various 
sources of financing, including angel fi- 
nancing, how venture capitalists assess 
proposals, points to consider when 
choosing venture capitalists and factors 


BOOKMARK 


prime time drama 


PAUL GINSBORG teaches history at 
the University of Florence and is the 
author of A History of Contemporary 
Italy and Italy and Its Discontents 
which analyse post-war Italian history 
and society 


broadcasting licences opened up in the | 


1980s, he found the medium for his real 
message: himself. 

In Silvio Berlusconi, Paul Ginsborg 
sets out to evaluate Berlusconi in the 
context of power and media consolida- 
tion. He also examines the tension be- 
tween patrimonial political systems 
which freely reward supporters, harshly 
constrict opponents and largely ignore 
cooked books, but at the same time 
preach the gospel of unfettered mar- 
kets. This is a debate that the entire cap- 
italist world must face up to, and con- 
sidering the tragedy of Parmalat (Italy) 
and the unstoppable New York attorney 
general Elliot Spitzer (the US), Gins- 
borg’s analysis is important. 





Ginsborg is a skilled and concise | 


writer, and he does an excellent job of 
detailing Berlusconi's calculated cre- 








ation of his own personality cult. The 
cult is now, of course, a success: it has 
many ferverent believers and the man 
and his cronies are powerful. It's this sort 
of determination that makes Ginsborg 
hold both a reverent and irreverent view 
of Berlusconi; though he is clearly criti- 
cal of the Italian leader, he admires the 
mans skill and pluck. 

Even though the book is scrupu- 
lously footnoted, it is tight and finishes 
in just 183 pages. At times it is also quite 
funny. An example: when discussing the 
fallout of Berlusconi's pro-American 
policies and support for the Iraq war, he 
writes: "Such a stance flew in the face of 
very strong Catholic feeling, and, sin of 
all sins, the opinion polls registered a 
nearly 90 per cent opposition to war." 

Unfortunately, the astounding im- 
potency of Italy's former government to 
keep Berlusconi from owning all the TV 
stations (although having years to put a 
stop to it) is never fully explained. This is 
the one failure of this book. The author 
gives no concrete explanation and does 
not spend enough time on the subject. 





money men 


to consider when looking at debt fi- 
nancing. In the final part of the book, the 
authors apply the nine core marketing 
elements — segmentation, targeting, 


positioning, differentiation, marketing | 


mix, selling, brand, service and process 
— in putting together a creative ap- 
proach to seeking funds. 

Considering the great diversity in 
capital providers' preferences, a com- 
pany will do better by segmenting the 
investor market. This focuses a com- 
pany' resources precisely where its 
value proposition matches investors' 
criteria. Targeting involves the decision 
of which segments to pursue. Further- 
more, the company must position itself 
in potential investors minds to gain 
their interest and commitment. In- 





vestors need to have a clear picture in 
their minds of the capital-seeking com- 
pany's 'being' so that it appears attrac- 
tive and credible. 

In the second stage, the company 
develops tactics for engaging the capital 
market. It utilises differentiation, mar- 
keting mix, and selling. Differentiation 
is the core tactic, as it holds the key to 


ATTRACTING 
INVESTORS 
By Philip Kotler, 


Hermawan Kartajaya, 
and S. David Young 


ATTRACTING 
INVESTORS 


John Wiley 


Pages: 246; 
price: $29.95 
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Considering that Berlsuconi's mix of po- 
litical and media power is unprece- 
dented, it deserves a closer look. 

However, the effectiveness of Berlu- 
sconi's hold over the media is clearly 
shown. After his long television and po- 
litical campaign against the judiciary 
(mostly to escape prosecution himself), 
the Italian public had clearly been influ- 
enced. In 2003, a survey found that 
60 per cent opposed any sort of judicial 
immunity law for people holding the 
highest offices of state, and yet, conflict- 
ingly, only a third of the Italians ex- 
pressed faith in the judiciary. 

Berlusconi still hasn't gained very 
much from his risky alliance with Bush 
and still cannot play politics correctly in 
the larger European scene, as illustrated 
by his comment to a German European 
parliamentarian that his talents could 
be best used to play a Nazi concen- 
tration camp guard in a film! 

However, Ginsborg is wise — per- 
haps more so since Bush was re-elected 
— not to doubt Berlusconis treme- 
ndous power. e 


standing out from competitors. The 
company then creates a marketing mix 
that meaningfully combines the com- 
pany's offers and access. To implement 
the tactics, selling is now required. Sell- 
ing is intended to convince investors o! 
the benefits stemming from a mutually 
beneficial, long-term relationship 
Finally, the fund-seeker must ensure 
that it obtains its desired value in the 
capital market. The three elements re- 
quired for this are brand, service, and 
process. To avoid the commodity trap, a 
company must develop a strong brand. 
Next, it must meet or even exceed 
investor's expectations by delivering 
good service. The last element, process, 
allows a company to deliver value to 
its investors through various activities 
such as delivering information and 
performance metrics. " 
Chetan Parikh is director, Jeetay 
Investments, an investment advisory firm 
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HIRTY million people work in the organised 
sector in India. Twenty million people work 
for the government, including in the public 
sector. The adult labour force is estimated to 
be 400-million strong. The numbers for child 
labour are just guesses, but at the higher end they touch 
100 million. So the actual labour force is close to 500 mil- 
lion, or just 50 per cent of the population. Indeed, em- 
ployment generation is a huge problem and the National 
Sample Survey's (NSS) large samples show slackening 
employment growth and lower employment elasticity of 
growth between 1993-94 and 1999-2000. 

What is the government's role in ensuring employ- 
ment? No more than facilitating a growth environment 
and ensuring appropriate poli- 
cies, with public investments 
in some areas of physical and 
social infrastructure. The gov- 
ernment cannot, and should 
not, hope to provide employ- 
ment for 500 million people. 
That's the job of the private 
sector. And remember, accord- 
ing to NSS, more than 55 per 
cent of the Indian labour force 
reports itself as self-employed. 

Then there is unemploy- 
ment insurance, which should 
be there, although it is debat- 
able whether the government 
can best deliver this. Unempl- 
oyment insurance is a subset of 
the broader social security is- 
sue and the key is in offering 
choice. There is no dearth of government anti-poverty or 
employment generation programmes. Some of these 
have implicit unemployment insurance. 

Had government programmes ensured poverty eradi- 
cation, poverty would have disappeared. It hasn't, be- 
cause implementation has been unsatisfactory. Witness 
how the states, which have to implement these pro- 
grammes, have repeatedly flouted Supreme Court in- 
structions on the mid-day meal scheme. 

So is the National Rural Employment Act proposed by 
the UPA government a solution? Had the Act concen- 
trated on unemployment insurance, one would have un- 
derstood. The legislation does have such a component, 
with one-third of national minimum wages to be paid to 
those who cannot be given jobs. And unlike costs of em- 





guaranteed disaster 


of bearing costs, wanting these to come from the Centre. 
However, unemployment insurance is a small sub- 


. component of what is proposed. Instead, we will have an 


If the right to education has not 
put all children in school, will 
employment guarantees ensure 
full employment? 





employment guarantee. But if a Constitutional right to 
education has not managed to put all children in school, 
will employment guarantees ensure full employment? 
But then how can one go against the National Common 
Minimum Programme (NCMP), the acid test against 
which all policies must be gauged? Didn't the NCMP 
promise: “The UPA government will immediately enact a 
National Employment Guarantee Act. This will provide a 
legal guarantee for at least 100 days of employment to be- 
gin with on asset-creating public works programmes 
every year at minimum wages for at least one able-bodied 
person in every rural, urban 
poor and lower middle-class 
household?” 

It is doubtful if drafters of 
NCMP had the foresight to 
guess that its chickens would 
come home to roost. Or that 
the National Advisory Council, 
driven by NGO participation, 
would push this issue so hard. 
Over-riding the labour min- 
istry's draft, the NAC draft is 
now likely to be okayed by Cab- 
inet and presented in the win- 
ter session of Parliament. Who 
is ever going to object to such a 
bleeding heart idea in Parlia- 
ment? So we will have legisla- 
tion. Notice the NCMP idea 
has already been diluted be- 
cause employment guarantee is only in rural areas. 

Costs aren't the issue. Based on the Central minimum 
wages, and adding material costs, it works out to Rs 200 
per day per person. Depending on how many people seek 


DINESH KRISHNAN 


|. work, costs will be between Rs 25,000 crore and Rs 40,000 


crore a year. Left-minded economists, who had earlier 
questioned drop in poverty ratios between 1993-94 and 
1999-2000, now use those same figures to argue there 
aren't many poor people who will seek work. That apart, 1 
per cent of GDP isn't a lot of money for a worthwhile 
cause. After all, we spend double that amount on rural de- 
velopment, without, of course, having anything to show 
for it. Similarly, here too, there will be no employment 


| generation or rural assets to show, Which state govern- 
ment has the requisite programmes that can be imple- 


ployment guarantee, the dole costs must be borne by the | 


states. No wonder the states, especially West Bengal, are 
objecting. They know they can't implement it, neither can 
they find people jobs. And they are upset at the prospect 


mented? Money will just leak away. 

But all said and done, everyone feels good about doing 
something in the name of the poor. That's the most im- 
portant function of government. * 
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Now the only limits are those 


in your imagination. 
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The Land Cruiser Prado. SUV... ultimate. 
Powered by a 3956cc (4-litre), V6, 24 Valve WT4 
engine that's the max in its class. Inside is a Toyota 
Electronic Modulated Suspension to soak up bumps 
— (4-litre), and dips, the skid defying ABS with EBD and Torsen The mighty new 


V6, WT-i Engine Limited Slip Differential to get you out of the deepest LAND CRUISER 


Most powerful sludge. On road or off it, with so much power you i3 ADO 


in its class. = — 
iau: wonder... whether you drive the Prado or it drives you. Absolute Power. Period. 
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Thankfully, business communication is not one of them. 
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Enterprise Business Unit, we have gathered a wealth of knowledge, experience 
field. of telecommunications. For example, as VSNL, not only did we pioneer 
business communication but we also brought the Internet to India. 


-egrated player, we at the Tata Group have brought you all the latest advances in 
By, as and when they have happened. From Frame Relay, ATM networks, CDMA, 
plogies, VSATs and IP-VPNs to the latest MPLS based solutions, we have them all. 


data products give you unlimited options. You could use our managed networks, 
ic network, beam your data via satellites or commission an International Private 
-C) on any of the undersea cables that connect India with the rest of the world. 


we mysteries of the sea, if the next communication breakthrough ori inates there, 
y g g 
| you can be sure we'll be the first to bring it to you. 
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Becoming Great 


J It's nice to see that some HR 
departments are moving ahead. 
Still, in most of India, staff see 
HR only during presentations 
and picnics. Where I worked, 
employees barely even knew 
company policy because HR 


never explained it! To become a 'Great Place To 
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Work, policies must be transparent and HR must be proactive. 


Y. Joshi, via email 


COLUMNISTS IN CRISIS 
"Those Who Cant, Consult' (BW, 29 
November) was truly bizarre. Maybe 
that's the way it is these days — writers 
like Mahesh Murthy just invent stuff 
and imply it is the truth. Mahesh, it is 
too bad that in almost all cases you are 
wrong. Wrong on facts. Wrong on 
motive. Wrong on objectivity. Wrong! 
Like it or not, an organisation has a 
hierarchy. In consulting, partners and 
senior directors who have 15-20 years 
of experience typically lead the case, as 
well as the top level analysis. Fresh 
MBAs typically conduct the grunt level 
analysis. Whether it is worth their time 
or not is another topic of discussion. 
You go on to state: "In fact, few 
marketers and company owners | 
know trust consultants with anything 
important." Precisely! Few marketers 
you know trust consultants. You try to 
support this by saying "the best run 
companies rarely use consultants." 
Give me a break! Do you even realise 
that CEOs of many well-run global 
companies do find value in consulting 
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services? Gerstner, Welch and Gates 


| have all used consultants and found 
| value in them. I presume they ran 


pretty good companies. Which categ- 
ory would they fit in? Clueless or CYA? 

The root of the issue is: which con- 
sultant should a CEO use for a specific 
task? Each consulting organisation has 
its own strengths. Talk to Gerstner and 
Welch and Gates... they will all nod in 
unison. Some CEOs screw up with con- 
sultants because they hired the wrong 
guys for the wrong job. 

That said, I am not à consultant 
and I probably wouldn't be happy 
being one. But bashing consultants is 
lame. It is worn out, unoriginal and 
intellectually weak. 

Krish Seshadri, via email 


CLARIFICATION 

In ‘A Global Value System’ (BW, 6 Dec- 
ember), we incorrectly wrote that Intel 
has seven core values. It has six. 


CORRIGENDA 

In ‘Inside Indias Great Places To Work’ 
(BW, 6 December) The Anand Groups 
global sales figure should have read as 
$326 million, and not what was 
printed. Also, its correct website 
address is anandgroupindia.com. 


Bi In our contents page (BW, 13 Dec- 
ember), we inadvertently wrote that 
Mohammed Khan's stake in WPP was 
40 per cent. It should have read: Khan 
holds a majority stake in WPP We 
regret the errors. 


Write in at 
editor@bworldmail.com 
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copies, India's fastest growinc 
women's magazine is now the 
easiest way to reach Kerala 
With over 55 lac readers every 
fortnight, Vanitha Malayalam has 
always given you the largest coverage 
across Kerala. Now, as Vanitha 
Malayalam becomes the first women’s 
magazine in the country to cross the 
landmark circulation figure of 5 lacs, it 
is also the fastest way to reach Kerala. 


(gut 


India’s largest sold and read 
womens fortnightly 
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+» Asian 
Renaissance 


At last Asia is firmly on the global 
design map. Design is the tool that 
governments and companies in Asia 
are now increasingly using to 
carve out a niche in the global 
market. Singapore, China and 
South Korea are leading the 
brigade. A look at the design 
movement in Asia, and how India 


fits into the canvas. 








IN THE NEWS 


:9 The Deal on Drugs 


Voluntary health outfits 
across the world fear that 
cheap generic medicines 
from India will stop once 
product patents are 
introduced. 


4 Worried: Ellen 't Hoen of 
Medecins Sans Frontieres 





12 IBM Thecompany that invented the PC will not be 
making it anymore. Lenovo has picked up Big Blue's PC busi- 
ness. For India, this could mean cheaper PCs. 





42 Designer Of The Year Meet Michael Foley 
who designs Titan watches and much more. 


44 Category Winners The hottest picks of 2004 
— from best transportation and office equipment to craft. 


64 Making Of The Trophy Behind the scenes. 
66 BPO In Design Companies worldwide turn to 


India again — this time to outsource engineering-design. 


70 A Sense Of Identity How corporates and 
even nations are using design to create a distinct identity 
for themselves, 


72 Colour Trends What direction the palette is 
taking and how companies are using it to sell better. 


14 UTI-l Forthe old UTI investors, the problems are far 
from over yet. 


16 The Beijing Show Cirs Made In India event not 


only fails to wow, but actually disappoints. 


20 TVS The family comes together again to give the 
group a concerted push for growth. 


IN DEPTH 


24 On The RIL Stake Trail 


Why is Reliance mum on the exact nature of its investments 
in Infocomm? BW investigates. 
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28 Handsets 
For The World 


Your next mobile could 
be a Made-in-India one 
with global players set- 

ting up manufacturing 

shops here. 


78 VSNL Tyco Global Network was a great deal, but is it 
a good buy? A look at how VSNL can leverage this asset. 


IN VOGUE 


ss US Polls Revisited 


Karti Chidambaram, the FM's son, witnessed the US polls at 
close quarters. His eyewitness account. 


90 Bookmark C.K. Prahalad has a different take on 
poverty. Marketers should listen. 


COMMENT 


36 Omkar Goswami Why the Employ- 
ment Guarantee Scheme is actually dangerous 
for India’s economy. 


ON THE CONTRARY 
76 Mahesh Murthy The nature ofa 


business changes as it grows — in an oddly 
predictable way. 


THAT’S IT 
85 Mala Bhargava The best-made 


computer games today also happen to be the 
most gory and violent ones. 








6 FEEDBACK 
92 BW OPINION 





Cover Design: Jyoti Thapa Mani 
Photograph: Corbis; Dinesh Krishnan 





Web Exclusives 


StockSense: FIIs are buying into Indian equities like 
there is no tomorrow. What's driving the need for a 
renewed courtship? 


Survey: About 70 per cent of advertisements on 
television are avoided, finds the Initiative-BBC 
Ad-avoidance study. 


Log on to 

















Businessworld 
Designs on the future 


OBODY has done as much harm to the Indian 
design movement as the Page 3 crowd. The 
air-kissing airheads of vapidity have turned 
design into just a gossip column — the reason 
why a serious magazine like Businessworld 
finds it difficult to focus on the fashion business. 





But outside the sorry mess that is fashion, serious work has 
been happening in product design. Groups like the Tatas and 
designers like the Foley brothers, who walked away with 
many of the awards this year, are proving to a large: 

audience that good design makes great business sense 
When we instituted these awards last year, the idea was to 
increase the level of national design consciousness and to 
highlight outstanding achievements. The increasing 
participation of companies in 
the competition shows that 
design consciousness is 
spreading. 


Businessworld 


THE HOTTEST 
DESIGNS OF 


Many economically successful 
nations have consciously 
worked on a design identity for 
themselves. It is time for India 
to start the process too. A 
national design policy is in the 
works, and I hope this will spark 
the creative discussions that are 
necessary for an Indian design renaissance. The covet 
package, conceived and shaped by principal correspondent 
Gina S. Krishnan, our in-house design evangelist, gives you 
an early glimpse of what is possible. “There is a high level of 
creative energy among the young and highly talented 
professionals,” says Gina, adding, “but most businesses are 
yet to figure out how to use it”. Businessworld has learnt how 
to use it — design editor Jyoti Thapa Mani, an NID graduate, 
has put a lot of thought into crafting this issue. 





If the ongoing Ambani story has got sidelined this week, it is 
by design. It now looks like no early settlement is likely. That 
is partly because Anil Ambani, who started out with a much 
weaker hand than brother Mukesh, feels his bargaining 
position has improved. One reason — there are others as 
well — is that as more and more details come out on how 
group finances are managed (see page 24), Mukesh is likely 
to come under greater pressure. But more on that later. 





PONY JOSEPH, EDITOR 
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INDIAN PRODUCT PATENTS 


Growing global concerns 


Will the new law mark the end of low-cost life saving drugs? 


ROTESTERS outside 
the Indian embassy 
in Paris hold up plac- 
ards with pictures In- 
dias commerce and 
industry minister with the im- 
print of a bloody hand on his 
face. The captions scream: 
“Patents: Will Kamal Nath block 
the flow of cheap drugs?” 
Worried public health ac- 
tivists were laying siege to the 
embassy last Monday before 
handing a memorandum to an 
official. Similar scenes were 
seen outside the Indian em- 
bassy in Washington, while one 
is planned for later in London. 
These are about the crucial 
Patent Amendment Bill (See 
‘Patently Unprepared’, BW, 13 
December 2004) to be intro- 
duced in Parliament any time 
now. It will usher in product 
patents in India, which many 
fear could put a clamp on the 
generics industry. Voluntary 
health organisations say it will 
ring out the era of low-cost 
generic drugs that have kept HIV/AIDS 
victims across the world alive and en- 
sured that large numbers of Indians 
have access to medicines in a country 
where public healthcare is practically 
non-existent. And President A.PJ. Abdul 
Kalam and the Prime Minister Manmo- 
han Singh are getting a stream of peti- 
tions about the implications of the new 
patent regime from 1 January 2005. 
Last week, a group of NGOs, health 
workers and lawyers from countries as 
scattered as China, Papua New Guinea, 
South Korea, Indonesia, Bangladesh, 
France, Malaysia, Laos, Vietnam and Sri 
Lanka, among others, made a simple 
appeal to Indian leaders: ensure that the 
amendments do not kill the Indian 
generics industry. 
Led by Martin Khor, director of the 
Third World Network, a leading Asian 
advocacy, they said that India as 


AIDS patients: 
Living on hope 








the champion of the Doha Declaration | 


of TRIPs and Public Health should take 
“full advantage of the rights and flexibil- 
ities in the TRIPs agreement” to “guar- 
antee access to affordable medicines 
to not only the citizens of India but to 
hundreds of millions of children, 






women and men in the devel- 
oping world”. 
AIDS, of course, is the top 
worry. Medecins Sans Fron- 
tieres (MSF), the Nobel Prize 
winning humanitarian medical 
relief organisation, sent two of 
its executives to Delhi last week 
to gauge the situation. MSF is 
treating around 20,000 AIDS pa- 
tients in Africa and director 
Ellen 't Hoen says quite starkly: 
“The future of these people de- 
pends on what the new law 
says. Will India allow these peo- 
ple to live?" 
Why is India’s patents law of 
such widespread concern 
across the world? As R.A. 
Mashelkar, director-general of 
the Council for Scientific and 
Industrial Research, told a sem- 
inar recently: “The world's ex- 
pectations from India to pro- 
vide cheaper and better 
medicines is rising, and India 
has to live up to it." 
E For health volunteers, the 

worries are more pressing. MSF 
says it sources more than a third of the 
antiretroviral (ARV) AIDS drugs from In- 
dia. Indian makers of combination 
drugs have been instrumental in crash- 
ing the price from about $10,500 per pa- 
tient per month to just $350 in a year. "It 
revolutionised the treatment and care of 


How generics brought down antiretroviral prices 
May 2000-April 2004 
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A delegation from Medecins Sans 
Frontieres, the humanitarian medical 
relief organisation, was in Delhi last 
week because of worries that India’s 
patents law that is being amended to 
make it TRIPs compliant will affect 
availability of low-priced drugs. At the 
end of two days the were more worried. 
In an interview to BW's Latha Jishnu, 
MSF director Ellen 't Hoen says why. 


m What are your concerns? 

MSF works with around 20,000 HIV/ 
AIDS victims in Africa alone, and we 
source a third of antiretroviral (ARV) 
drugs from India. It is the cheapest 
source. Whether these people live or 


die will depend on what India does | 


with its patents law. Any measures 
taken by India will have conse- 
quences across the world. 


m India has to have product patents by - 


| the few countries with a 


1 January 2005 under the TRIPs pact. 
Sure, but we are keen India abides by 
the Doha Declaration on TRIPs and 
Public Health. It gives some breathing 
space, some relief, for poor countries 
and their peoples suffering from a 
host of diseases. Wed like India to em- 
brace all the flexibilities available in 
the TRIPs pact in its patents law. 


AIDS across the world," says Hoen (See | 


"Will India allow them to live?"). 

MSF is backed by a host of domestic 
organisations. Anand Grover from the 
Affordable Medicine & Treatment Cam- 
paign says the Bill, introduced last year 
seriously compromises the accessibility 
and availability of medicines, the two 
major components of the right to health. 


As cheap as they can get (The prices of some 


generic drugs in India and what they cost elsewhere) 


Drugs 


Ciprofloxacin HCL 
500 mg 10 tabs 


Diclofenac Sodium 
50 mg 10 tabs 


Ranitidine 

150 mg 10 tabs 
Ziduvudine 
Simuvestatin 


All prices in Indian rupees 














m Why have you come to Delhi at this 
juncture? 

India has been a strong, vocal leader 
on public health issues in the WTO. It 
gives the impression that from Janu- 
ary 1 it would be handing out com- 
pulsory licences. But there is a huge 
gap between this perception and the 
feedback we get from within. The 
world is watching India now as it was 
watching South Africa a few years ago. 
There is a huge public debate going 
on and there people out on the streets 
everywhere and their fo- 
cus is on India. 


m Why haven't countries 
like South Africa issued 
compulsory licences? You 
cannot expect only India to 
take on the brunt of this 
campaign. 


India is unique. It's among 


developed, innovative ge- 
nerics industry. Brazil too. 
Its state-owned drug firms 
provide sizable amounts of 
generic AIDS drugs to its 
people as a basic 


right. 


& What is your major concern right 
now? 

The first generation AIDS drugs may 
be off- patent, but our patients need 
the newer [second-generation] drugs 
[to combat the debilitating effects of 
AIDS]. Indian companies have not 
put a great deal of effort into this. 

We are dreading what is in the 
mailbox and what happens to them. It 
would be an catastrophe for poor 
people across the world if patents are 
granted on essential drugs. 





= N 


Activists and Indian drugmakers are 
nervous on two fronts. While they are 
afraid the Bill might leave the scope of 
patentability vague, or, perhaps, not re- 
strict it to totally new drugs, there is 
trepidation over the 4,800 applications 
in the mailbox, the transitional facility 
offered to drug companies pending the 
implementation of a product patent 
law. These apart, exclu- 
sive marketing rights 
(EMR) have been given 
to 300 drugs. 

Legal experts see a 
flood of litigation once 
the mailbox applica- 
tions are approved. Says 
Leena Menghaney of 
the Lawyers Collective 
which is lobbying 
against the creation of 
drug monopolies under 
the new regime: "There 
will be many more 


Source: Industry 
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cases like Gleevec." Apart from the cor- 
porate battle against Swiss drug multi- 
national Novartis, which was given an 
EMR for Gleevec, its cancer drug, a pub- 
lic interest litigation has been filed by 
the Cancer Patients Aid Association. It 
alleges that the EMR violates the right to 
health and equality of leukaemia pa- 
tients as it has given Novartis monopoly 
power over the compound Imatinib 
mesylate, resulting in an approximately 
10-fold rise of the price to about Rs 1.2 
lakh per month for a patient from 
Rs 9,000-12,000 earlier. 

Representatives of pharmaceutical 
multinationals are of the opinion that 
pricing should not be mixed with intel- 
lectual property issues. 

As D-day nears, the lobbying is be- 
coming more patent. Among the more 
high-profile teams that met Kamal Nath 
last week was a Swiss delegation seeking 
a stronger IPR regime. s 

LATHA JISHNU 
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N his first trip to India, 
Richard Gelfond looked tho- 
roughly bewildered. He was 
surrounded by hundreds of 
media persons at Prasad IMAX in Hy- 
derabad, had a teeka on his forehead 
and looked worriedly at the packed the- 
atre. But once he started talking, you 
knew that the co-CEO of the Canadian 
IMAX Corporation knew what he 
wanted to do in India, and how. Gelfond 
wants to make Indian audiences take to 
the IMAX experience, and fast. He was 
here closing deals in some of the five 
cities IMAX plans to go to. This will take 
the total IMAX screens to seven in three 
years. The Prasad IMAX, the largest in 
the world with 650 seats, was also the 
largest grosser for Spiderman in 3D any- 
where in the world. Besides Spidey, it's 
the recently launched IMAX MPX, a 
smaller projector that gave Gelfond the 
confidence to push for expansion in 
small cities like Kanpur and Surat. 
IMAX is an almost 40-year old for- 


mat. It is about watching really large- | 


size films on eight-foot tall screens. But 
because the entire filming requires spe- 
cial cameras, the format was limited to 
documentaries and educational films. 


This has limited IMAX to about 235 | 





IBM'S PC BUSINESS SELLOFF 
A leg-up for China's Lenovo 


AST week's purchase of IBM's 

PC division by China's Lenovo 

Group is set to dent the market 
shares of the branded and assembled 
PCs in India. In the short term, how- 
ever, branded leaders like Hewlett- 
Packard (HP) and Dell could benefit as 
the unknown Lenovo draws up its 
blueprint for the global markets. 

IBM was not present in the con- 
sumer desktop market and this is the 
area that low-cost Lenovo PCs will in- 
vade. With margins in PCs as low as 5- 
6 per cent, Lenovo will be leveraging 
its mass manufacturing capability to 
offer prices lower than the local and 
other multinational brands. 

Says a Gartner analyst: "It gives 
Lenovo immediate access to the In- 
dian market. Lenovo will leverage 





. sold in India in the 





| position with 14.3 


FILM INDUSTRY 


TheIMAX express 





screens globally. Two years back the 
company cracked a better way to con- 
vert regular 35 mm film to 10 times its 
size so that they can be shown on IMAX 
screens without being specially made 
for them. Now, IMAX can license its 








IBM's ThinkPad brand in the corporate | 


| segment. It will also introduce its own 


low-cost model in the consumer seg- 


. ment." The $1.25-billion deal could 


also give AMD a better reach, as 
Lenovo, the leader in the Chinese PC 
market, started using AMD's Athlon 
range from Janu- 
ary this year. 
Out of the 
8.85 lakh PCs 


third quarter of 
2004, HP main- 
tained its leading 
per cent, followed 
Lenovo's R&D 
centre in Beijing 
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technology on a wider scale because it 
could convert any regular feature film 
and useit foran IMAX release. However, 
whether or not a film makes money in 
IMAX 3D (DMR) format depends on 
one crucial fact. Each $25,000 print of 
Tom Hanks' The Polar Express , to be re- 
leased in IMAX this month, needs at 
least 25 IMAX screens playing the film 
against the two right now. The faster 
IMAX screens roll out in India, the faster 
Hollywood and even Indian releases 
can use it for a 3D release. 

Gelfond reckons the smaller MPX 
would bring down the costs for small- 
town theatres, though he doesn't talk 
numbers. Prasad IMAX paid $2.3 mil- 
lion in licensee fees and also pays a roy- 
alty for use. Gelfond is mum, too, on the 
cost of MPX. But it is safe to assume it 
will be much less than half what Prasad 
paid assuming a 200-300-seater. It really 
would be fun to see the Big B film or 
Aamir Khan's The Rising on 3D. a 

VANITA KOHLI-KHANDEKAR 


by HCL's 12.1 per cent, IBM's 8.3 per 
cent, Acer's 3.4 per cent and the as- 
sembled segment at 58.2 per cent. 
The Indian laptop market is growing at 
110 per cent and the desktop market 
at about 30 per cent per year. World- 


. wide the deal puts Lenovo at the third 


spot behind Dell and HP. 

For Lenovo, which planned to build 
its brand globally through sponsoring 
the Bejing 2008 Olympics, the buyout 
gives a leg-up. 

It, however, re- 
mains to be seen 
whether a new 
ThinkPad laptop 
becomes a cheap 
clunker from 
China or a brand 
that catapults 
Lenovo into the 
big league of com- 
puter makers. E 
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Public Issue Now Üpen 


Þe a part of 
tomorrows 
success stor 


This is your opportunity to invest in stocks that 
have the potential to be the success stories of tomorrow. 


SAHARA MID-CAP FUND 


(An open-ended Growth Fund) 


Unit at Rs. 10/- 
For Cash at Par 


No Load Offer E 


SAHARA 


Hurry! Offer Closes on 22nd December, 2004 MUTUAL FUND 


Sahara Asset Management Company Private Limited, Corporate Office: Express Towers, 12th Floor, Nariman Point, 
Mumbai - 400 021. er: 022-30957153, 56547855. Fax: 022-56547856. Registered Office: Unit A&B, 8th Floor, Riaz Garden, 29, Kodambakkam High 
Road, Chennai - 600034. tr: 044-2831 1045) 46/ 47. E-mail: customercare@saharamutual.com Website: www.saharamutual.com Bangalore: tr: 080. 
25327891 /93. Kolkata:tr: 033-24858515/16. New Delhi : t7: 011-23358878, 23356013. Pune: tr: 98502 13252. € CAMS Collection Centres - 
Ahmedabad: tr: 079-26424940. Bangalore: tr: 080-22259491/93, 22203157. Bhubaneshwar: tr: 0674-2534909. Chandigarh: z: 0172- 
706651. Chennai: tr: 044-28295402, 28295163. Cochin: tr: 0484-2380443. Coimbatore: tr: 0422-2525353. Goa: tr: 0832-2424527. 
Hyderabad: tr: 040-55321531/32. Indore: tr: 0731-2528609. Jaipur: tr: 0141-2220948. Kanpur: tr: 0512-2306668. Kolkata: tr: 033- 
22171474/75/76. Lucknow: tr: 0522-237309. Ludhiana: er: 0161-5017502.Mangalore: tr: 0824-2436567. Mumbai: tr: 022-22702414/15/18. 
Nagpur: tr: 0712-2532447. New Delhi: tr: 011-23353831/32/33. Patna: tr: 0612-2322206. Pune: tr: 020-25459439/40. Surat: tr: 0261- 
2464887. Vadodara: tr: 0265-2225 146. Vizag: tr: 0891-2598875. For further details, please contact your nearest AMFI Certified Distributor | 
Financial Advisor. Application forms for various schemes of the fund may be obtained from | deposited at any of the offices of the company or 
CAMS collection centres. 


Scheme Classification & Objective: Sahara Mid-Cap Fund is an open-ended growth scheme with an investment objective to achieve long term capital 
growth at medium level of risk by investing primarily in Mid-Cap stocks. Asset Allocation: Equity and Equity Related Instruments (65-100% ) and Debt & 
Money Market Instruments (0-35%).The investment manager will have the discretion to invest upto 100% of the assets in the portfolio in Equity market 
Equity Related Instruments at a given point of time. Risk Factors: Mutual Funds and securities investments are subject to market risks and the NAV of the 
scheme may go up or down depending upon the factors affecting the securities market. There can be no assurance or guarantee that the Scheme 
objectives will be achieved. The past performance of the previous schemes, Sponsor or its group affiliates is not indicative of and does not guarantee future 
performance of the Scheme. The Sponsor is not responsible or liable for any loss or shortfall resulting from the operations of the Scheme beyond the initial 
contribution of Rs. 1 lakh made by him towards setting up of the Mutual Fund. Sahara Mid-Cap Fund is only the name of the Scheme and does not in any 
manner indicate either the quality of the Scheme, its future prospects or the returns. Please read the Offer Document or Key Information Memorandum- 
cum-Application Form which are available at the AMC offices/ ISC/ Distributors before investing. Load Structure: Entry & Exit Load - Nil during IPO 
(Ongoing basis Entry load: 2.00%, Exit load: Nil) Statutory Details: Sahara Mutual Fund has been set up as a trust under the India Trust Act 1882 (liability 
restricted to the corpus of Rs.1 lakh) with M/s. Sahara India Financial Corporation Limited as Sponsor and Board of Trustees as Trustee and Sahara Asset 
Management Company Private Limited as the Investment Manager to Sahara Mutual Fund 

















UTI-I 


The profiting erandchild 


Repurchasing UTI bonds from investors proves to be a bonanza for UTI Securities 


Price in Rs 


She ge | 
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ARS Bonds were listed on NSE in April 2004 


3 item WR was ZAR 


IN 1999, Aman Srivastava purchased 


Childrens Gift Growth Fund units worth | 
Rs 12,000. He planned to build a nest egg | 


for his then six-year-old son. In March 
2004, he learned that this investment 


would not continue to yield similar | 


returns as it had been for all these years. 
He received a letter from SUUTI (Speci- 
fied Undertaking of the Unit Trust of 
India), which gave him the option to 
redeem his units or convert them 
into bonds. On a friend's advice he 
decided to opt for the bonds. But it 
has been eight months since the 
bonds were issued; Srivastava still 
hasn't received them. His half-yearly 
interest is also due. Interestingly, his 
address has not changed since he 
first invested. 


RIVASTAVA is not alone. 
There are a number of old 
Unit Trust of India (UTI) 
investors whose  dis- 
gruntlement has only 
grown in the past two vears. Of 
course, one part of UTI was rechris- 
tened as UTI MF and has a com- 
pletely new identity. However, UTI- 
I, also known as SUUTI, which 
housed the 30 problem kids (read: 
assured return schemes) of the erst- 
while UTI is a different story. The 





— What UTI Securities is paying investors 


2% — Umm. t? 


| — 


Source: NSE 
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ordeal that began in July 2001, when US- 
64 sale and repurchases were restricted, 
has not ended, even though US-64 died 
an unnatural death in May 2003. In May 
2003, US-64 investors were given two 
options — either to redeem their units 
at Rs 10 or Rs 12 (the latter for 5,000 
units), or to convert their units into 6.75 
per cent tax-free bonds. Reportedly, 


“| don't see Whats 
wrong if the grandchild of the Government 
of India makes money,” says Damodaran 
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around Rs 10,000 crore worth of US-64 
units were converted into US-64 bonds 
in May 2003. Ditto is the case with the 
other schemes that had to be foreclosed 
due to unsustainable promises. But for 
many investors like Srivastava, asudden 
foreclosure has led to financial plans go- 
ing haywire. There are investors who 
had planned to finance their daughter's 
wedding, or children's higher education 
through these investments. 

Indeed, all investors were also given 
an option to either convert their invest- 
ments into 6.60 per cent ARS bonds or 
take the cash and walk. But exercising 
the two options has been a Herculean 
task. BWlearns that there were investors 
who received the conversion letter long 
after the due date for exercising the op- 
tion. So even if they wanted to redeem 
their units, they were left with no choice 
but to take the bond. 

Some of the investors who had in- 
formed their agents or UTI offices about 
the change in addresses etc., continued 
to receive all communications at the old 
addresses. However, a UTI spo- 

kesperson claims that there was 
no delay in the issuance of ARS 
bonds and all requests for change 
of addresses were effected by UTI 
Investor Services. 

Investors like Bhanu Ma- 
halingam would completely dis- 
agree. Despite applying for 
changed address in April, bonds 
were sent to her old address in 
September. She had to go back 
and ask them to change it again 
and has got the bonds only in No- 
vember. Dealing with the lack of 
empathy of the staff at Gulab 
Bhawan, the UTI centre in Delhi, 
didn't make the experience pleas- 
ant. The plight of investors in 
places like Hoshiarpur or Ka- 
purthala could be worse. 

M. Damodaran, chairman, 

; UTI Mutual Fund, and adminis- 
€ trator, SUUTI, explains: "In a US 
$ court case, an insurance company 


was asked why they didn't inform all 
policyholders about a certain develop- 
ment. The company pleaded, ‘We have 
2.6 million holders and it is not feasible 
to inform them individually. Our num- 
bers are slightly higher, but we do not 
take that as an excuse. When you deal 
with such high numbers, there would be 
afew people who havent received it (the 
bonds). But for the few who haven't got 
it, there are also some who call to thank 
me as their UTI agent tracked their new 
address down even if they hadn't in- 
formed UTI of the change.” 

Once investors get the physical 
bonds, selling them is not easy. Listed 
on the National Stock Exchange, they 
can be traded only in dematerialised 
form. Since its listing in May 2003, the 
market price of the US-64 bond has 
gone as high as Rs 125. The 6.60 per cent 
ARS bond, that listed in April 2004, has 
touched a high of Rs 117. In fact, the 
price has always been higher than the 
face value of Rs 100. But few investors 
have got those prices — most have got 
the par value from UTI. 

Here's how. The bonds can be sold 
through any debt broker (he may or 
may not dematerialise the bonds for 
you); he charges a nominal commission 
and pays you close to the market price. 
But most old UTI investors do not even 
know that debt brokers exist. So they 


eventually land up at UTI offices for | 


help. UTI officials, like those in the Gu- 
lab Bhawan office in Delhi, which BW 
visited, suggest investors hunt for a debt 
broker and warns that it will take at least 
a month for the dematerialisation 
process and to get the money back. 

As an alternative, investors are told 
to fill up a transfer form. According to an 
internal UTI circular in BW's posses- 








sion, all branches were told to transfer 
the bonds in the name of UTI Securities 
Limited. Once UTI Securities receives 
the bonds duly transferred in its name, it 
makes the payments to bondholders. 
UTI Securities sells these bonds in the 
market at a higher price but pays in- 
vestors only Rs 100. Debt market bro- 
kers say that even though investors may 
not get the exact market price if they sell 
their bonds through these brokers, 
there will not be a difference of more 


Confused? Here’s help 


@ Demat your bonds, even if it takes a 
little time. Debt markets are not as 
volatile as the stockmarket, so you can 
wait for a bit. 


@ Check the market price of the bonds 
in the daily newspaper listings or on the 
National Stock Exchange website. 


@ Get quotes from a few debt market 
brokers for your bonds. 


@ Ensure that they do not vary too 
much from the market price. 


@ Sell to the highest bidder. 





than a couple of rupees. 

Damodaran says: “We've closed the 
scheme and made the payments in cash 
or bonds — it is not that SUUTI is legally 
required to offer a repurchase option. 
The bonds are listed and volumes have 


been high. But as a gesture towards a | 


category of investors for whom demate- 
rialising and disposal will be difficult or 
time-consuming, we've asked UTI Se- 
curities, a 100 per cent subsidiary of 
SUUTI, to accept these bonds." 


But if the gesture were to be genuine, | 


then UTI Securities should pay back in- 
vestors whatever their bonds fetched in 
the market minus the charges it incurs 
for demat conversion, handling and 
brokerage. But investors only get Rs 100 
(and, of course, the interest accrued to 
them, if any), and that too after a month 
or two after transferring the bonds. 
Bond market watchers are quite shoc- 
ked that investors who have already 
been hurt are being taken advantage of 
in this way. 

Damodaran sees nothing wrong 
with it. “Yes, we will make some money; 
we are in business, Making money is not 
a bad thing. SUUTI is owned by the gov- 
ernment. Thus, in effect, UTI Securities 
is a grandchild of the government. 1 
don't think taxpayers should complain if 
the government's grandchild makes 
money. If they had to write cheques to 
save a unit, that would be a problem." 

All this confusion has also given rise 
to a new genre of UTI agents who spe- 
cialise in brokering 'UTI bonds. Usually 
found outside UTI offices, these agents 
offer a short and a convenient solution 
to harried investors who are approach- 
ing the UTI office. If you are carrying the 
brown envelope, this agent, knowing 
that you are his prospect, will humbly 
request you to avail his services. He will 
not pay you the actual market price of 
the bond and will deduct the interest ac- 
crued to you as his commission. He may 
promise quick cash, but like railway 
touts, may never come back with it. 

With three more schemes to be clo- 
sed by UTI-I soon, BW suggests you skip 
the touts and even UTI Securities to get 
maximum residual value for your faith 
in UTI. (See'Confused? Here's help’). Bi 
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The last edition of this book was acknowledged as the final word on consumer insights, analysis and expert opinior 
2005 edition. Coming soo! 
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Play the gami 
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OTH the hur- 
dles and op- 
portunities 
faced by In- 
dian busi- 
nesses seeking to pene- 
trate the Chinese market 
were exemplified during 
the 'Made in India show 
held in Beijing last week. 

The show itself, the 
second of its kind organ- 
ised by the Confederation 
of Indian Industry (CII), was a flop. The 
timing (start of winter), location (faded 
government exhibition hall), concept 
(or lack thereof), and dearth of market- 
ing— all combined to result in poor par- 
ticipation by Indian companies and the 
Chinese business community alike. But 
despite these troubles, the mere pres- 
ence of Indian companies here, and the 
growing awareness of the business po- 
tential between the two countries, did 
raise Indias profile in China. 

But the jury is still out on how 
quickly India, Inc. will be able to make a 
transition from talking the talk to walk- 
ing the walk. The experience of the awk- 
wardly named Agricultural and 
Processed Food Products Export Devel- 
opment Authority (Apeda) is the case in 
point. Its booth was entirely dedicated 
to mangos, and the organisation must 





have been expecting to do a fair bit of 


business at the show. For, no less a per- 
son than its chairman, K.S. Money, was 





THE 'MADE IN INDIA SHOW 


hequered 


in China 


manning its booth. But at the show, the 
Apeda booth was deserted. Money tried 
to put a positive spin on things. "We 
have enquires and, last year, we got or- 
ders," he said. But sources say the first 
Indian mango is vet to arrive in China, 
and Money said he had got no firm or- 
ders this year. "I wouldnt say it's a big in- 
ternational event,” he said. "I don't think 
it was adequately publicised... I think we 
would be better off participating in an 
international food show." 

lhe ‘Made in India shows were con- 
ceived by CII under previous director- 
general Tarun Das as a way of helping 
Indian businesses expand overseas. But 
in the eerie silence of the hall in Beijing, 
there was consensus that the idea, while 
good, needed a new approach. A com- 
mon complaint was that the show 
lacked focus and, at between Rs 3 lakh 
and Rs 1 crore a booth, was too expen- 
sive fora mere public relations exercise. 

"We always support CII and its ef- 
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VIDURA JANG BAHADU 


The Beijing exposition not only fails to 
wow the Chinese, it actually disappoints 


345b 


A lone visitor at the Tata Motors 
exhibit at the 'Made In India' show 


forts to help Indian business, but I think 
we'd be better off if CII helped coordi- 
nate our participation in different in- 
dustry shows instead of doing its own 
large show,” said Shernavaz Colah, Cor- 
porate Communicator for Tata Interna- 
tional, which had the flagship booth at 
the show. "Right now this is a real 
hodge-podge show, with everyone from 
us to agarbatti sellers participating." 

While the mix of companies was be- 
wildering to visitors, more upsetting for 
them was the absence of Indian IT soft- 
ware or outsourcing firms. "When I 
think India, I think IT," said Robert 
Huang, 23, who said he had come to the 
show looking for IT solutions for his 
company. He also expressed his disap- 
pointment at the grungy 
and faded look of the 
booths. With the notable 
exception the Tatas and 
ACC, the booths of the 
other exhibitors were not 
much more than alu- 
minum posts with posters 
pinned to cork boards. 

What it all came down 
to was poor planning and 
strategy, and lack of com- 
mitment. In China, that's 
death. The market is com- 
petitive, image conscious, and difficult 
to navigate. It doesn't deliver quick prof- 
its and companies need to build scale 
over a number of years before the bene- 
fits of China can really accrue to them. “I 
don't think India needs this kind of an 
image show,” said Kai Jun, a trader in 
metals who attended the show. "We al- 
ready know India is an expert in IT and 
other things. Chinese people are very 
product-focused and we want to see 
how thev do their business." 

The one bright spot in the "Made in 
India" event was a fashion show by Ritu 
Beri and her team of Indian models pro- 
duced by veteran choreographer 
Vidyun Singh and lighting designer Vi- 
raaf Pocha. The audience was suitably 
wowed by the event, but as a participant 
from the show rueing the Rs 5 lakh hed 
spent on coming here said, once again it 
was a case of Indian style overshadow- 
ing Indian substance. u 
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AFTER ALL, CORPORATE PSYCHOLOGY 
DOES SUGGEST, 
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Attendance Systems-Interfaces with 
Barcode, Proximity or Biometrics 


Somehow when you feel safe and secure you do tend to work a little more relaxed. 
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HERE are two stories about 

foreign investments in India. 
Portfolio investors have happily 
poured billions of dollars in our 
equity market. However, foreign 
direct investment (FDI) has not 


followed with the same enthusiasm. 


Most of that money has gone to 
arch-rival China. 

Is this about to change? A new 
report by management consulting 
firm A.T. Kearney says that India is 
the third most preferred destination 
for FDI. China and the US still lead 
the tables, but the current ranking 
is a significant improvement for 
India; it was several notches below 
in previous surveys. (Interestingly, 
India is seen as a better destination 
for FDI in the manufacturing sector 
than the US.) In fact, the A T. 
Kearney report says that foreign 
investors are more likely to invest in 
China and India now than at any 
other time since 1998. 

Other countries at our end of 
the globe, too, made large leaps up 


€ the ladder: Hong Kong, Malaysia, 
- Australia, Singapore and New 
© Zealand. And Japan, for the first 


time in years, has made it to the 


> top 10. 


So is this the inflexion point that 
all of us have been waiting for? 


BS 


NE would have thought that 

the millions of dollars that 
have been flowing into India every 
day would have pushed interest 
rates down. Instead, the cost of 
money is resolutely going up: bond 
yields as well as bank deposit and 
mortgage lending rates. Why? 

The recent weekly numbers 
released by the Reserve Bank of 
India (RBI) offer us a clue. The 
central bank says that the 
incremental credit-deposit ratio of 
banks has been climbing for many 
months now. It was an eye-popping 


© 167.82 per cent for the week 


below the OECD average.” mw 


eec IDEAS 


by Niranjan Rajadhyaksha 


ended 12 November. This means 
that if banks collected Rs 100 of 
fresh deposits that week, they lent 
out Rs 167.82. 

Banks can do this because they 
had become pathologically risk- 
averse over the past five years, 
piling their money into government 
securities rather than lending it out 
to companies. The revival in growth 
and investment will reduce the fear 
of lending to a large extent. It is 
likely that banks will first sell their 
excess holdings of government 
paper and then use the money for 
lending. But at some point they 
would have to start chasing new 
deposits by offering better interest 
rates to depositors. 


BS 


HE government seems to have 

gone quiet on its plans to 
double spending on education (as a 
percentage of GDP). This column 
has, over the past few months, 
quoted various studies that show 
how merely throwing more money 
does not mean better educational 
outcomes. A new study by the 
Organisation For Economic Co- 
operation and Development 
(OECD), the global rich boys’ club, 
throws light on this harsh reality 
once again. “Overall, wealthier 
countries tend to do better in 
educational terms than poor 
nations, but there are exceptions: 
Korea's national income, for 
example, is 30 per cent below the 
OECD average, but its students are 
among the best performers in 
OECD countries. Nor is high 
expenditure necessarily a key to 
success: a number of countries do 
well in terms of ‘value for money’ in 
their education systems, including 
Australia, Belgium, Canada, the 
Czech Republic, Finland, Japan, 
Korea and the Netherlands, while 
some of the ‘big spenders’ perform 
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INFRASTRUCTURE 
The new buzz 


UST as IT, pharma and media funds 

surfaced when these sectors gath- 

ered steam, the launch of the first 
dedicated infrastructure mutual fund 
by Tata Mutual is an omen. 

The corpus from the open-ended 
equity scheme will be invested in power, 
aviation, telecom and roads. The fund 
wont be investing in projects directly as 
equity investors, but will do so in com- 
panies listed on the stock exchanges, 
like L&T, BHEL, Siemens, etc. 

However, one hopes that unlike 
other sectoral funds, this fund and with 
it the hopes of better infrastructure in 


the country don't go below par. Ld 
VIKAS DHOOT & SUPRIYA KURANE 
GLOBAL RANKING 


Lone ranger 





University Rankings by The 

Times Higher newspaper 
paint a sad picture for Indian uni- 
versities. Only one Indian institu- 
tion, the Indian Institute of Tech- 
nology, figures in the top 200 at 
Rank 41. The top slots are domi- 
nated by the usual suspects — 
Harvard, Cambridge, Oxford, Stan- 
ford. Among other Asian countries, 
Japan has six, China three and Sin- 
gapore has two entries. The as- 
sessment was based on peer re- 
view, research impact, 
faculty-to-student ratio and inter- 
national orientation. IIT has done 
well on peer review, but scored 
poorly on citations and attracting 
international staff and students. W 

NEELIMA MAHAJAN 
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TVS GROUP 


New businesses in overdrive 


The four families join hands to give diversification and growth a concerted push 


T'S action at all stations at the 
Chennai-based TVS group. The 
$2-billion group has rolled out 
no fewer than five new busi- 
nesses in the last 2-3 
years and all of them have 
managed to get off to 
good starts. Together, 
the groups new busi- 
nesses already ac- 
count for over Rs 200 
crore in revenues. 
Though that is still less 
than3 per cent of the overall 
group revenues, TVS expects 
the new lines to make substantial 
progress in coming years. 

The groups new businesses 
are logistics (TVS Logistics), 
automotive engineering and 
design services (Harita Infos- 
erve), used car sales and car 
service (MY TVS), business 
processes outsourcing 
(Sundaram Business Ser- 
vices) and IT Services (Sundaram In- 
fotech Solutions). 

There are two highlights in these di- 
versifications. First, all the new business 
initiatives are in related areas of busi- 
ness and seek to leverage the groups ex- 
isting expertise. The families seem to be 
thinking cohesively and are pooling the 
resources of the group. 

The second one is an interesting de- 
velopment. Almost 30 companies come 
under the TVS umbrella. They are 
owned by four families (all heirs of 
founder T.V. Sundram Iyengar). Ever 
since some differences cropped up in 
the early-1990s, each family has been 
running the companies under its con- 
trol on a fairly independent basis. But 
now, it seems, the diversifications have 
been planned together. 

For example, last week, when the 
group took the veils off its latest busi- 
ness, TVS Logistics, representatives 
from the four families — (seated L-R) 
Viji Santhanam, Suresh Krishna, R. Di- 
nesh, Venu Srinivasan — were present. 
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The four are directors on the board of TV 
Sundram Iyengar and Sons (TVS & 
Sons), the group holding company. 
Incidentally, TVS Logistics is likely to 
notch up a turnover of Rs 100 crore in 
2004-05. The company provides end- 
to-end logistic services to the automo- 
tive sector and is run more as a knowl- 
edge-based company and less as a 
transportation provider. The business is 
a natural extension of the group's $450- 
million business in the distribution of 
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Sundaram Sundaram 


Business Infotech 
Services Solutions 
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*Estimate 
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automobiles and components. Mean- 
while, MY TVS, launched a year ago, is 
now worth about Rs 80 crore. 


Similarly, when Sundaram Finance 
launched its BPO business, it was only 


seeking to leverage its experience of 


handling 3.5 million financial transac- 
tions every year. Sundaram Finance, a 
non-banking finance company rou- 
tinely handles such high volume trans- 
actions with its fixed-deposit holders, 
borrowers of vehicle loans, etc. Its BPO 
wing provides financial BPO services in- 
cluding accounting, auto finance credit 
processing, fixed instrument securities 
processing and insurance processing. 
Likewise, Harita Infoserve's automotive 
engineering and design services out- 
sourcing business seeks to leverage the 
groups engineering services and re- 
sources. Expect these new businesses to 
change the contours of the group in the 
next few years. E 

M. ANAND 
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INDIAGAMES 


Chinese whispers 


LL seems well at 

the $6-million In- 
diagames, India's 

first and largest 

Internet gaming firm. Foun- 
der and CEO Vishal Gondal, 
28, is busy etching out a new 
brand identity for it: "We 
think it's time to get a global 
identity. Were opening an 
office in Europe... [and] will 
be known as IG Entertain- 
ment abroad." But specula- 
tion is rife about the company being ac- 
quired by a Nasdaq-listed Chinese firm. 
Indiagames' investors, Infinity Tech- 
nology Investments (40 per cent equity) 
and IL&FS Investment Managers (30 
per cent) could be selling out. Sources 
say the all-cash deal, which values Indi- 
agames at $18 million, will include the 
management' 30 per cent stake. "Indi- 
agames will become a subsidiary of the 
Chinese firm. The details are being 
worked out," says a senior executive at 
IL&FS Investment. IL&FS might retain a 
small stake. An email sent by BW to In- 
finity chairman Saurabh Srivastava 





about the deal went unanswered. 
Gondal, though, denies he is selling 
out. "We've been looking to raise funds 
and have been in talks with potential in- 
vestors for some time. We might bring in 
a strategic investor or another set of ven- 
ture capitalists. But the management 
will retain its stake,” he says. Gondal 
says the Chinese firm will be a strategic 
investor and will help Indiagames to 
move into new areas. Currently, 40 per 
cent of its revenues are from Europe, 35 
per cent is from the US and the rest from 
the Asia-Pacific. a 
SNIGDHA SENGUPTA 


Sahara sharpens cost edge 


IR Sahara has embarked on an 
exercise to bring costs down to 
around 8 cents (Rs 3.60) per ava- 

ilable seat mile (asm), comparable to 7.5 
for low-cost carriers. For full-service 
carriers, cost is 11.5 cents. Sahara's costs 
are between eight and 11.5 per asm now. 
Sahara president Rono Dutta told 
BW Sahara will try and remain a high- 
quality service provider at the lower 





DINESH KRISHNAN 


cost. He says budget airlines will have a 
difficult time in India as labour costs 
here are already low at 15-20 per cent of 
total costs, as against 45 per cent in UK 
and the US. “We don't want to take away 
from our product as then we will attract 
lower-paying customers, which means 
lower revenues as well,” he explained. 

Instead, Sahara will replace older 
aircraft (1988-89) with new ones (1995 
or later). “By bringing down our average 
age, we will cut maintenance costs sub- 
stantially,” explained Dutta. 

The airline is also trying to promote 
bookings through its website. The ap- 
peal of Net sales to the airline is appar- 
ent since the site can operate 24/7 and 
there will be no agent commissions. US 
airlines have reported that bookings on 
the Net cost a sixth of those via agents.@ 

ANJULI BHARGAVA 
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BPO-MANAGING PENSIONS 
Old (age) money 


HE National Institute of Pen- 

sion Administrators (NIPA), 

US, may have opened up a 
$6-billion market by allowing per- 
sons outside the US to take the 
Accredited Pension Administrator 
(APA) qualifying examinations. Per- 
sons clearing these exams would 
be better equipped to administer 
and manage pension plans in the 
US like the popular 401K scheme. 
This opens the doors for Indian 
BPO firms to train pension admin- 
istrators to handle these schemes 
out of offshore centres here. 

Assets worth about $2.6 trillion 
are being managed under the 
401K schemes. About 4,000 com- 
panies offer this to their employ- 
ees. About 1.2 lakh administrators 
are employed in the US at a cost of 
about $6 billion in order to admin- 
ister these schemes. 

"There is a possibility that 
15,000-20,000 pension adminis- 
trator jobs could move to India 
over 3-5 years," says Robert Thur- 
low, former president, NIPA, and 
the president of Associates in Ex- 
cellence, an employment benefit 
consultancy. "This could mean a 
revenue opportunity of $300 mil- 
lion for Indian companies." 

Thurlow says five pension ad- 
ministrators could be hired in India 
at the cost of one in the US. Third 
party administrators (TPAs) may 
spend over $40,000 a year on a 
pension administrator in the US. 
Offshoring the work to India could 
bring a 35 per cent cost reduction 
and let TPAs pass on a 10-15 per 
cent cut in fees to employees. 

The first NIPA tests in India 
were held at Congruent Solutions 
in Chennai. Associates in Excel- 
lence, which services about 750 
firms that offer 401K schemes, 
too, will outsource some work to 
Congruent, whose president and 
co-founder, Bala J. Raman, hopes 
to grab first-mover advantage. Wi 

M. ANAND 


INALLY all foreign operators 

and Rajeev Chandrasekhar 

part ways. First it was AT&T 

and now France Telecom (FT), 
whose decade-long tenure in India has 
been marked with dormancy. Now, fi- 
nally, it has sold its 26 per cent stake in 
BPL Mobile, which owns the licence in 
the Mumbai circle. Essar Teleholdings, 
the investment arm of the Essar group, 
has picked up a 9.9 per cent stake and 
the rest has been sold to a Mauritius- 
based offshore fund. Essar Teleholdings 
also holds over 30 per cent stake in 
Hutchison Essar. 

The exit is very welcome for BPL, 
since FT's lack of interest and indeci- 
siveness was holding back infusion of 
fresh funds into the company. A 26 per 
cent stake gave FT two representatives 
on the board and a considerable say in 
any equity sell-off. Therefore, now the 
road is clear for a public offering and a 
strategic investor coming into the com- 
pany. Chandrasekhar is still very clear 
that he is going to bring in a strategic in- 


fusion of funds. 

But the road ahead is not 
bump-free yet. Chandrasekhar's 
telecom ambitions have been 
mired in problems, including the 
recent public spat with his father- 
in-law, T.2G Nambiar. Till all issues 
between the two are settled, in- 
vestors would shy away from the 
company. A company spokesper- 
son has denied that there are any 
pending issues with Nambiar. 

Meanwhile, BPL is showing 
great interest in the Mumbai telecom li- 
cence. To build up numbers, it intro- 
duced one-second billing and, for the 
first time in two years, got a higher share 
of net additions than Hutch in Septem- 
ber 2004. Then it introduced a pre-paid 
package targetted at the youth. It offers a 
rate of 2 paise per minute for calls to any 


PROFILE 
Bangalore's loss, Mumbai's gain? 


2" p" 
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AMOUSLY called 'Simply Marvel- 
lous Krishna' by ex-Nortel COO 
Clarence J. Chandran, the for- 
mer chief minister of Karnataka and 
recently appointed governor of Ma- 
harshtra has probably lived up to the 


As Kamataka CM, Somanahalli 
Mallaiah Krishna changed the face of 
the state capital. In his hope to pitch 
Bangalore as the best city in Asia, Kr- 
ishna gave a major push to the IT and 





the biotech industries, 
tried to fix the city's 
crumbling infrastructure 
through a public-private 
partnership called Ban- 
galore Agenda Task 
Force. Accounting re- 
forms within the munici- 
pality and rejuvenation 
of the Bangalore Devel- 
opment Authority figure 
in the long list of his ac- 
complishments. And 
now the man is in Mumbai. Reason for 


_ Mumbaikars to cheer? It's probably 
. too early to say. What Krishna can do 


for Mumbai depends on the kind of 
political support he gets. Already, his 
appointment has met with major op- 
position from the Shiv Sena and the 
NCP Their gripe: as an ex-Kamataka 
CM, he might not help the states 
causes in the ongoing border dispute 
with Kamataka. 

Maybe it's time politicians rose 
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BPL 


The last one out 





phone within the city made from within 
the 15 CampusZones it has marked out. 
Local SMS is 50 paise per message and 
free SMS is allowed to any one local 
number. This product is targetted pri 
marily at the 15-24 age group, said a re 


lease from the company. 


above petty political issues. For the 
first time, people who matter — the 
prime minister, the Planning Commis- 
sion and the corporate leaders head- 
ing the newly-constituted Citizen Ac- 


_ tion Group — are talking about 


Mumbai's development. That's some 
beginning. The state government 


, plans an investment of Rs 31,823 
| crore into the city's facelift. It expects 


the Centre to contribute Rs 9,659 
crore of the total investment. 
Transforming Mumbai should be 
easier than doing up the country's 
other cities since it already has fairly 
robust water, power and public trans- 
port systems. Though, as a govemor, 
there is precious little Krishna can do. 
His powers end with making sure that 
the state machinery functions within 


| the constitutional framework. But he 


can be an example for Mumbai's de- 
velopment planners. They could draw 


| on his experience and work out à way 


to make the various parastatals in the 
city more accountable, and even get 
inputs for citizens' involvement, rather 
than snub him as an outsider. " 
SUPRIYA KURANE 


ILEEP PRAKASH 


8 
RADHIKA DHAWAN 


OGENDRA Trivedi is a 
harried man. Ever since 
the news of the feud be- 
tween the Ambani 
brothers broke out 
three weeks ago, the tax 
expert and former president of Indian 
Merchants Chamber has had to face a 
barrage of questions from the media. 
[he independent director on the Re- 
liance Industries (RIL) board was hop- 
ing that the attention would peter out 
soon. But last week, the news surround- 
ing RILs investments in Reliance Info- 
comm really set the cat among the pi- 
geons. "I can only tell you that all will be 
well in the next 2-3 months," Trivedi told 
BW this week. 

But will it? Even if the Ambani broth- 
ers decide to bury the hatchet, the new 
media disclosures will raise serious 
questions about the role of promoters 
— and more importantly, the board of 
directors — in the running of India's 
largest private sector company. 

First, the ownership of Reliance 
Infocomm. According to sources, 
Reliance Infocomm issued 4,16.3 crore 
shares (of Re 1 each), of which 271.8 








crore are with Reliance Communica- 
tions Infrastructure (RCIL) and affili- 
ates, while the promoter (Mukesh Am- 
bani) holds 50 crore, RIL holds 31.5 
crore, trusts hold 31.5 crore and other 
corporate bodies 31.5 crore shares. 

[his means RCILS shareholding is 
65.2 per cent, while RIL holds 7.5 per 
cent and Mukesh Ambani and associ- 
ates — if one assumes that the trusts are 
linked to him — have 19.57 per cent 
stake directly in Infocomm. Other cor- 
porate bodies make up the balance 7 
per cent. (See ‘How The Stakes Add Up’) 

Here comes the interesting bit: the 
net worth of Reliance Infocomm is 
about Rs 3,000 crore. Somebody should 


ow 


have subscribed at a hefty premium to 
create such a large net worth. According 
to a senior banker, earlier this vear Re- 
liance Infocomm had tried to raise 
around $1 billion from the market in eq- 
uity. The information memorandum 
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Genie's 


that Infocomm showed the bankers 
shows that 50 crore shares were issued 
at Rs 52.70 per share while the rest 366.3 
crore were at Re 1. Since RIL has a low 
shareholding in Reliance Infocomm but 
has paid a lot of money, RIL must have 
paid most of this premium through 
RCIL because RILS balance sheet shows 
its direct investment in Infocomm were 
made at Re 1. 

RIL brought in more than three- 
fourth of the Rs 12,400-odd crore invest- 
ments in Reliance Infocomm through a 
complex web of equity transactions. But 
how much did Mukesh Ambani bring 
into the venture? This is where the mys- 
tery deepens. 

In RCIL, RIL holds 45 per cent stake 
while an employee trust owns 10 per 
cent and Mukesh Ambani has the bal- 
ance 45 per cent. In effect, RIL currently 
owns just 36.9 per cent stake in Reliance 
Infocomm: unless there is some other 












! Promoter + affiliates 








RELIANCE INFOCOMM 


How the 








per share. His investment in 


| | Other 
Employee Trusts — stakes 
trust 31.5 les 
— m crore | 315 add up 
o | eia 
| | shares 1* ad RILS total investments for 
= „> ares | 36.5% = Rs 2,362.5 crore 
| E d (Rs 2,331 cr + 31.5 cr) 
45% 50 cr | | TEIE 
(90 crore) shares x Mukeshs investment for 
T | Y Ax 56.51% = Rs 203 crore 
| | Y PUT, BS (Rs 113 cr + Rs 90 cr 
EH Eun | invested in RCIL) 
L4 Reliance Communications ] |  Assumptions: 
®© ——— Infrastructure | € RIL holds 45 per cent in 
2g & Subsidiaries RCIL, while Mukesh and as- 
ha | sociates hold 45 per cent 
5 — Effective Ri share ll "poo Effective share Af | and an employee trust 10 
rts) Reliance omm 271.8 cr r shares Mukesh & affiliates per cent. 
= | = 45% of 65% + 7.6% = 45% of 65% + 12% 
= 36.9% + 7.6% +. $ € RIL was issued 90 crore 
56.519% | shares in RCIL for its 45 per 
| cent stake. And Mukesh and 
| associates got their 45 per 
Reliance Infocomm «— — | cent stake at par — at Re | 
No of shares: 416.3 cr «i—— —— — | 


Net worth = Stockholders equilty = Rs 3,035 cr ~ — — — 





Our 


investment vehi- 
cle that is not known, RIL's 
holding in Reliance Infocomm cannot 
be the 45 per cent as is claimed by the 
former. And Mukesh Ambani holds 56.5 
per cent stake i n Infocomm. 

And heres the crucial question: how 
much did Mukesh put into Reliance In- 
focomm for his majority stake? BW esti- 
mates it to be in the region of Rs 200 
crore. A document available with BW 
says it is Rs 250 crore and some media 
reports claim that it is as much as 
Rs 2,000-odd crore. The official Reliance 
spokesperson did not respond to 
queries from BW. 

Why is any of this news surprising? 
Because all along, chairman Mukesh 
Ambani had maintained that Reliance 
Industries owned 45 per cent of the 
stake in Reliance Infocomm.Till now, no 


one knew enough to piece together the 
full picture of the shareholding in Re- 
liance Infocomm. RIL had never made it 
public. So how did the directors on the 
RIL board approve an investment that 


was Clearly in favour of the promoters? 


Says another RIL director, on condition 
of anonymity: “The investment in Re- 
liance Infocomm took place in tranches. 
And each time it was discussed and ap- 
proved by the board and no member ex- 
pressed his dissent.” 

Why did none of the independent 


directors raise questions about how the 


promoters walked away with so much 
stake? The two directors would not 
comment on the question. But it ap- 


pears that the board did not really know 
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RCIL was thus Rs 90 crore. 





Why is Reliance 
staying mum on 
the exact nature 
of its investments 
in Reliance 
Infocomm? 
Indrajit ( 
Shishir Pr 


[. surendar find out 


upta, 


asad and 


depth 


and was not told enough. The board 
also did not ask enough questions. 

As part of its Rs 12,400-crore invest- 
ment, RIL had put in Rs 8,100 crore of 
preference capital at a 10-year lock-in 
with no fixed conversion price. RIL has 
argued that convertible preference 
route is anormal practice and beneficial 


to it. However, senior bankers differ. | 


They say most investors prefer to make 
far more certain about how much their 
investments would yield. In fact, the 
conversion price is decided at the time 
of the deal itself. The Reliance 
spokesperson now says that indepen- 
dent valuers would decide the conver- 
sion price at the time of conversion. This 
is highly unusual. 

Preference investors normally look 
for safety provided by strong net worth. 
If, on a net worth of Rs 5,000 crore a 
company wants to raise Rs 500 crore as 
preference shares, it will sail through 


Seeking political cover 


HE recent meeting between Mukesh Ambani 





with investors. As the amount of prefer- 
ence capital increases, investors will 
feel less comfortable. But the equity 
capital at Reliance Infocomm was Rs 
3,035 crore and RIL has put in Rs 8,100 
crore of preference capital. It can be ar- 
gued that with so little equity capital 
supporting the preferential capital, the 
risk for preference capital was higher 
than the equity capital risk and price 
should have been fixed at the inception 
and not when Infocomm is being val- 
ued at Rs 45,000 crore today. Why was 
this not done? 

Theexposure of RILin telecom is not 
restricted to Reliance Infocomm. There 
is also an exposure of Rs 1,600 crore 


. through deep discount bonds to RCIL. 


RCIL has an ISP licence but does not do 
any ISP business. It has a fibre optic net- 
work that is linked throughout the 
country — this is a key asset for Re- 
liance Infocomm. RCIL has leased part 
of its assets (2 of the 4 fibre 
links) to Reliance Info- 
comm. What will happen 
to the remaining two fibre 
links is not clear? Will these 


and Congress president Sonia Gandhi was a assets also be leased to 
signal that the feud between the Ambani Reliance Infocomm, or to 
brothers had acquired a political dimension. some other venture? 
Political circles interpret Mukesh's visit to Sonia At the time of the 
as a declaration of political allegiance. They have investment(s), Reliance 


been meeting on and off for the past couple of years. 
But those were quiet affairs, the accepted corporate 


Infocomm was a start-up/ 
early stage enterprise, and 









s practice of maintaining contact with the frequent changes 
with political parties. However, in regulatory environment 
this time, the details of the meet- was operating in a very 
ing were leaked to the press. risky industry. If the Tele- 

For Mukesh, the Congress is com Appellate Tribunal 

the answer to brother Anil's had not upheld the validity 

close links to the Samajwadi of fixed-line operators of- 
Party (SP) leaders and the politi- fering CDMA mobile ser- | 

i cal clout that his Rajya Sabha vices, Reliance Infocomm 

>= membership brings. As the tus- would not have been a 

sle intensifies, Mukesh may feel successful business. All 

the need for political patronage those early stage risks were 

to counter Anil's SP armour. being funded through RIL 


For the Congress, Mukesh is the party's answer 
to the manner in which SP leaders have been 
flaunting their connection with the country's top in- 
dustrial house. The feud has come in handy for the 
Congress, which is fighting for survival in the SP's 
turf, Uttar Pradesh. Congress sources say that by 
meeting Mukesh at this juncture, Sonia has sig- 
nalled that the party is with him in the family feud. 


_ ARATI R. JERATH 





but it appears that RIL is 
getting asmaller part of the 
upside. 

Think of it this way: RIL 
paid Rs 2,331 crore for its 
45 per cent stake in RCIL, a 
company originally flo- 
ated by Mukesh Ambani 
and his associates. The 
company paid a substan- 
tial premium over Mukesh 
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for its stake in RCIL. Mukesh and his as- 
sociates, incidentally, invested Rs 90 
crore for a 45per cent stake. So what did 
RIL earn through its investment? A mere 
Rs 16 crore in dividends last year — or 
0.8 per cent yield. 

According to most brokerage re- 
ports, Reliance Infocomm is today to be 
valued between Rs 25,000 crore and Rs 
45,000 crore. If RIL owns 45 per cent of 
this, its value is Rs 11,250 crore/Rs 20,250 
crore. If it takes back its preference 
shares, it would have made 
Rs 20,000 crore-28,000 crore on its in- 
vestment of Rs 12,400 crore (1.5-2.5 
times its money). Even if it converts, its 
returns would not be as attractive as 
those of the promoters, who would be 
making between Rs 11,250 crore and 
Rs 20,250 crore on their investment of Rs 
200 crore (56 - 100 times). Even if one as- 
sumes that Mukesh Ambani brought Rs 
2,331 crore into the venture as per some 
media reports, he still makes 5-8 times 
while RIL, which invested Rs 12,400 
crore, makes just 1.5-2.5 times. Should 
the RIL shareholders accept this? 

There is another question which 
comes up regarding conversion. If RIL 
converts its preferential shares today, it 
will have to pay upwards of Rs 25,000 
crore as valuation? Why did it not con- 
vert earlier, when the valuation would 
have been lower? Should it not have 
converted its preference shares when 
the Telecom Appellate Tribunal gave a 
favourable ruling? 

Now, how did RIL get a dividend, if 
Reliance Infocomm, the operating 
company, reported net losses last year? 
This is where the rentals for the fibre 
networks it leased from RCIL come into 
play. RIL got the dividends for its invest- 
ments through RCIL. RIL can now show 
a modest return on its investments. 

However, one needs to factor in an- 
other sizeable investment made by RIL: 
it subscribed to deep discount bonds of 
Rs 1,600 crore of RCIL. Curiously, the 
maturity value of these bonds fell from 
Rs 100,000 to Rs 68,550 in the space of 
one year. Why did the value of these 
debentures fall? Either that was the way 
the interest payouts were structured (as 
a floating rate) or that the value ofthe in- 
vestment had actually eroded because 
oflosses in RCIL. 

Either way, there are too many ques- 
tions and too few answers. ile 
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India is already an extremely attractive market for mobile 
handset companies. Now they are finding that it is a 
great manufacturing base as well. Anup Jayaram reports 


OU cant find too 
many  . Indian 
manufacturers c 
who are compet- 
ing head on with 
the Chinese — 
and looking happy about it. 
Naren Shah is one of the rare 
ones. Shah makes charger cable 
assemblies for Nokia. And he is 
doing it cheaper and better than E 
the Chinese Nokia unit. Shah is 
the executive director of Molex India, 
which operates near Bangalore. 
Over the last couple of years, Molex 
India has supplied 65 million pieces of 
charger cable assemblies to Nokia Fin- 
land for its high-end phones, It has also 
supplied chargers to Finnish mobile gi- 
ant Nokia's plants in China and Brazil. 
Shah expects demand to keep increas- 
ing. But, this time round the demand is 
likely to come from mobile phones that 
will be made in India. 
Thats a sharp turnaround from 
mid-2004, when even thinking about 
making a mobile handset in India 
seemed a far-fetched dream. But, now it 
seems India is finally well on its way to 
become a big centre for mobile handset 
manufacturing. (Also See ‘Birth Of A 
New Industry’, BW, 6 September 2004). 
If the plans announced by global 
majors are anything to go by, Made-in- 
India handsets could be flooding not 
just the Indian market, but the entire 
world by 2010. 
It all started with the Finland-based 
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to 5 million handsets annually by 2010. 
Shortly afterwards, the Korean con- 
glomerate LG announced that it will 
make 20 million mobile handsets — 
GSM as well as COMA — annually, by 
2010 at Pune. It would be pumping in al- 
most $60 million as its initial invest- 
ment. The interesting part of the LG an- 
nouncement was that roughly half of 
the handsets it planned to make in Pune 
would be exported to the Middle East 
and African markets. Meanwhile, Nokia 
announced that it planned to spend 
$150 million over a four-year period to 
start making both GSM and CDMA 


handsets in India. The first of those are | 


expected to roll off by end-2005. 

BPL Telecom has already invested 
Rs 50 crore to assemble GSM phones at 
its Palakkad plant. It imports compo- 
nents from Ezze Mobile in South Korea. 
Hyderabad-based XL Telecom is assem- 
bling close to 10,000 CDMA handsets 
daily under the Kyocera brand. Others 
like Motorola are looking closely at op- 
tions to start manufacturing in India. 
And Bangalore-based Quasar Innova- 
tions has emerged as the country’s first 
virtual original design manufacturer. 

This rush by global majors to manu- 
facture handsets and components is ex- 
pected to radically change the face of 
the $10-billion Indian telecom industry. 


r 





Once all the plants are up and running, 
the handset manufacturing industry 
alone is expected to cross $7 billion in 
turnover by 2010. And over the next cou- 
ple of years, it is expected to pull in a to- 
tal investment of over $400 million. 

The most aggressive plans in India 
are those of LG. The Korean company 
projects its mobile phone business to be 
$3.5 billion in revenues by 2010 — or 
roughly half of the total Indian market. 
Look at it another way — if LG does 
reach its goals, the handsets business 
will overtake its consumer electronics 
and home appliances businesses, each 
of which are expected to be $2.5 billion 
in revenues by that year. 

So, what is driving this mad rush by 


global giants to manufacture their : 


handsets in India? The answer: the 
sheer size of the Indian market, its fre- 
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netic growth rates, and above all, the 
fact that it conforms to global standards. 

Consider each point one at a time. 
The Indian mobile market is expected to 
add around 20 million new subscribers 
in 2004. At an average price of Rs 5,000 a 
handset, the Indian mobile market is 
worth Rs 10,000 crore ($2.22 billion) 
already. That's roughly the size of the 
colour TV market. But then, the CTV 
market is 22-years old while the mobile 
market reached that figure in just nine 
years. And it is still growing very fast. 

In fact, the handset market is ex- 
pected to grow at 35 per cent year-on- 
year on an average till 2010. In 2005, 
nearly 37 million handsets worth $4.2 
billion are likely to be sold in the coun- 
try. That will make India the third largest 
mobile handset market, after China and 
the US. By 2008, handset sales are esti- 


Designs on the global market | 


WHILE LG and Elcoteq are yet man- 
ufacture their phones in India, the 
Bangalore-based Quasar Innova- 
tions is set to become the first In- 
dian player to design and make a 
mobile phone in India. By the first 
quarter of 2005, Quasar will be sup- 
plying higher mid-tier GSM / GPRS- 
based mobile phones designed and 
made in India to a European mobile 
operator. According to Ramakrishna 
Dutt, managing director, Quasar, 
these phones will have a special 
feature that has yet to be incorpo- 
rated into any mobile. But Dutt re- 
fused to reveal what exactly it is be- 
cause of the non-disclosure 
agreement with the operator. 
Quasar has lined up a series of de- 
signs for the operator. 

Quasar is what is called a virtual 
original design manufacturer 
(VODM). Nearly a quarter of the 
200 employees in the $3-million 
company are involved in design. 
Says Dutt: "We do the entire eco- 
system of a phone, from conception 
to manufacture, for anyone." 
Quasar does the hardware design, 
the product design, the radio fre- 
quency adapting and, finally, pro- 
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duces the phone through other. 
companies. Quasar does not manu- 
facture the phone. It provides the 


company 
that will assemble the phones. In 
the first phase, many of the compo- 
nents for the phone will be im- 
ported. But, that is expected to 
change over the next year. 

Quasar has just one customer 
now. That will change over the next — 
few weeks. Itistalkingtoastringof 
Indian and international companies 
to make phones for them. "The ex- 
temal looks of a phone accounts for 
just 2 per cent of the design. What 
really matters is the software design 
that is incorporated into the phone," 
saya Dutt. A 
Quasar is targeting. 

The operator to whom Quasar 
sells will decide the selling price of 
the phone, but Dutt says that it — 
would be very reasonably priced. — 
Quasar could just be the first of a 
series of mobile phone design = 
houses in India. Designing and mak- 
ing mobile phones may soon be an- — 
other feather in the cap of the 
Indian software engineer. 
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mated to touch 50 million, catapulting 
India as the second largest market. 

It is this growth that global majors 
are hoping to cash in on. But they could 
still have continued to get their hand- 
sets manufactured outside India as they 
currently do. Except that a hitherto 
ignored variable, a policy decision by 
the Chinese government, has now al- 
tered the equation wholly in India's 
favour. China has been working on its 
own 3G standard, the TD-SCDMA. The 
Chinese government, by pushing this 
standard, hopes to save the country up 
to $10 billion in import costs and expen- 
sive 3G loyalties. But this would also 
mean that the handsets sold in China 
will not work on the standards followed 
by the rest of the world. 

If handsets that cater to global stan- 
dards cannot be sold in China, it also 
does not make sense to manufacture 
them there. Which explains why the 
global handset majors are setting up 
shop in the next big mobile handset 
market. A huge domestic demand also 
means economies of scale, which can 
be leveraged for exports. 

Another advantage that India has is 


that China has imposed a 4 per cent | 
value-added tax on mobile phones. | 
Sure, that advantage will vapourise ifthe - 


Chinese withdraw the tax, but as long as 
it exists, it works in Indias favour. Also, 


almost all companies want to set up a - 


base outside China as part of a de-risk- 
ing strategy. 

Aiding that rush to invest in manu- 
facturing in India is the fact that the 
country already has the technology and 
the talent pool in place. That is because 
the handset value chain overlaps with 


other electronic items like consumer - 
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electronics, computers, network equip- 
ment and auto electronics. India al- 
ready has a reasonably strong manufac- 
turing presence in these fields. 

"We took a decision at the global 
level to make mobile phones in Korea, 
China, and now in India. Apart from the 
software skills, India also has a strong 
cadre of engineers, which is critical in 
such an operation," says K.R. Kim, man- 
aging director, LG Electronics India. LG 
makes 24 million handsets in Korea, 
while China and Brazil account for the 
balance 8 million. By 2010, LG could be 
producing the same number of hand- 
sets in India as it would in China. 

Globally, mobile phone manufac- 
turing involves seven different seg- 
ments with varying technology and 
skill-sets. These are semiconductors or 


| 





ICs, passive components, PCB fabrica- — 
tion, modular components, plastic | 
parts, box-build assembly and testing. | 


As things stand, there are companies in 
India that are already in a position to 
provide most of these components. 

The mobile handset industry is like 


Global handset- manufacturing a 
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the automobile industry. The coming of 
Elcoteq, LG and Nokia will do to the mo- 
bile manufacturing industry what the 
entry of Maruti did to automobile man- 
ufacturing and auto components in the 
early 1980s. Handset manufacturers 
usually localise production after 2-5 
years, spawning a boom in component 
manufacturing. 

In most mobile handsets, there are 
anything between 40-60 components. 
In China, almost all these are made lo- 
cally. In India, the local companies can 
provide about 30 per cent ofthe compo- 
nents initially. 

These can be supplied by the com- 
ponent suppliers to the electronic in- 
dustry, most of whom are based in Ban- 
galore. According to a study by 
international consultancy KPMG for the 
Indian Cellular Association, the tech- 
nology used to make printed circuit 
boards (PCBs) by Flextronics, D-Link, 
Jabil Circuit and Celetron in India ex- 
ceeds the requirements needed to man- 


. ufacture handset PCBs. 


Over the next couple of years, Ban- 
galore could emerge as not only the soft- 
ware hub, but also as the hardware capi- 
tal of the country All that the 
components manufacturers need to do, 
when they start getting orders, is install 
additional machines to cater to the 
higher volumes. 

"The machines are the same, but it is 
culture that has to change. That's be- 
cause it has high volumes, and so needs 
automation," says Ravindra Vashist, 
sales manager India, Nypro Forbes. The 
company does injection moulding work 
for Gillette and Kodak, and has got en- 
quiries from LG and Elcoteq for manu- 
facturing the outer casing of a handset. 
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Concurs A. Sitaramaiah, country man- 
ager (communication, computer & 
consumer electronics), Tyco Electr- 
onics: "The process for making connec- 
tors and embedded antennas is very 


similar, be it for mobile handsets or con- | 
sumer electronics." Tyco is working on a | 


battery pack that shows how many 
times the battery has been charged. 
There is a whole host of other players 
the handset majors can tap into. The ba- 
sic chipsets for the mobile phones can 
come from Texas Instruments (TT). TI is 
also working on the single-chip solution 
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India's first mobile 





At the XL Telecom plant at Cher- 
lapally on the outskirts of Hyder- 
abad, a line of 150 workers assem- 
bles, tests and packs a KX 444, a 
CDMA push-to-talk phone for Tata 
Indicom, in just under 5 minutes. 
The plant can assemble up to 
10,000 mobile phones in a day. 

But this is no swank, hi-tech op- 
eration. The unit is housed in an air- 
conditioned shed. Under the vinyl | 
flooring are copper strips to stop 
build-up of static electricity. The 
plant gets the 30-odd components 
for the phone from Japan, the US 
and Korea. 

The workers are first shown a 
video of the assembling process 
and given training for 2-3 days. Af- 
ter the training, those workers who 
pass a speed test are put on the 
production line. 

The assembling starts with the 
two sets of housing: one each for 
the front and the back covers of the 
phone. In less than 2 minutes, the 
two covers are complete. Then, a 











for phones, out of Bangalore. HiCal 
Magnetics (chargers and magnetics) 
Tyco Electronics (connectors, batter- 
ies), Interplex Electronics (shields) and 
Molex are already Tier II suppliers to 
mobile phone manufacturers, Sil-Kee 
Electronics has been supplying keypads 
for Alcatel's Mexico plant. The Mysore- 
based AT&S is doing PCB fabrication. 

"Earlier, there were no volumes in 
India. Today we are getting set to meet 
the increasing demand," says Shashiki- 
ran Mullur, managing director, HiCal 
Magnetics. Mullur already supplies con- 
nectors to Siemens and Eric- 
sson, and the Chinese sup- 
pliers of LG. 

The key to volumes man- 
ufacturing lies in shaving off 
costs to the barest mini- 
mum. This is what Molex has 
done. When Nokia wanted 
chargers at 44 cents, down 
from 80 cents at which it was 
buying them, Molex had no 


Dinesh Kumar, 
MD, XL Telecom 


y)hone assembler 





micro-chip controlled machine 
screws together the housing. The 
housing is then tested. Finally, the 
external antenna is clipped on, and 
a radio-frequency test conducted. 
Says Manoj Palod, deputy gen- 
eral manager, XL Telecom: “We load 
software based on the recommen- 
dations of the different operators." 
As things stand, there is very little 
localisation of the phone. Only the 
packing cover is being made in In- 
dia. Says managing director Dinesh 
Kumar: "We are talking to many 
people to make data cables, phone 
covers and antennas." Kumar 
hopes to source a substantial part 
of the components from vendors in 
India over the next couple of years. 
Industry experts says XL makes 
the phones at least 12-15 per cent 
cheaper than in other countries. 
One advantage is labour is cheaper 
in India than in China. It also plans 
to assemble the Kyocera 7135 
Smartphone that incorporates a 
phone, PDA and media-player. 
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problems supplying them at the beaten 
down price. Today, it supplies the charg- 
ers at a mere 24 cents per piece. 

Molex did it by increasing productiv- 
ity. An eight-hour shift of eight workers 
managed to churn out 3,500 chargers, 
as against 17 people making 2,000 
chargers earlier. The increase in pro- 
ductivity also took care of whatever 
marginal difference in labour costs 
there was vis-à-vis the Chinese. Even the 
machinery used was similar to those 
used by the Chinese. 

Molex is now getting into micro- 
phone connectors and antenna design 
and manufacture, and plans to set up a 
unit at Pune. 

So how long would it take Molex to 
start making components for the mo- 
bile industry? "Anything between four 
and 14 weeks. All that we need to do is to 
seek the equipment from its global 
compatriots," says Shah. 

But merely shaving off costs is not 
enough to compete with the Chinese. As 
K.U. Subbaiah, managing director, Tyco 
Electronics India, says: "The real issue is 
flexibility, not cost." This means being 
there when the market needs supplies. 

So, can India become a mobile man- 
ufacturing hub? That will be some time. 
For one, China is already the hub. And 
there are also some serious issues that 
need to be tackled for India to make it in 
handset manufacturing. 

The biggest problem is infrastruc- 
ture. To make 10 million handsets 
means handling 400 million compo- 
nents. These have to always reach the 
factories on time. Second, the finished 
handsets will have to be moved across 
the local market and also shipped as per 
the stringent demands of the global op- 
erators. This is where Indias poor infra- 
structure could pose problems. 

The other problem that India could 
face is that the industry is still nascent. 
China could tweak its duty structure to 
ensure that it remains the cheapest des- 
tination to make mobiles. 

But, if mobile manufacturing does 
manage to take off in India, it could be 
the precursor to a lot more industries 
shifting manufacturing to India. 

It is estimated that by 2010, India 
should be producing close to a 100 mil- 
lion mobile phones. So, the next time 
you change your mobile, it could well be 
a Made-in-India model. v 
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The author is the founder | 
of CERG Advisory that 
specialises in corporate 
consulting and economic 
advisory services. He can be 
reached at omkar. 
goswamicergindia.com. 
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EAN Dreze is a very good economist, and | 

a committed person who truly lives the 

life of a ground-level social activist. While 

he and I may occasionally differ on our 

economics, I have nothing but the great- 
est regard for his acumen and persona. 

I began with Jean because he is a major ad- 
vocate of the UPA government's idea of setting 
up a programme that gives 100 days of liveli- 
hood to everyone below the poverty line. Jean 
and other activists are pushing hard for this 
programme to come into effect, and you will 
probably see a lot more of them in the public 
eye during this winter session of Parliament. 

Most people who have criticised this have 
done so in terms ofthe havoc it will wreak upon | 
the exchequer. Columnists have come up with 
estimates of the fiscal cost of the 100-days 
programme, and these vary between a high of 
Rs 60,000 crore per year to an initial first year 
estimate of Rs 30,000 crore rising to around 
Rs 45,000 crore per year in the future. According 
to the detractors, these are killing numbers 
and, if implemented, will send the deficit for an 
everlasting toss. For Jean and his compatriots, 
the numbers are less than what the critics claim | 
and if there is political will, a non-deficit form of 
financing can always be found. 

My problem with the employment guaran- 
tee idea is not so much to do with its effect on 
the fiscal deficit, although I guess that the im- 
pact is nowhere near as trivial as its proponents 
suggest. Instead, my contention is that it is bad 
Keynesianism which, while it will flare the defi- 
cit, will do very little to invigorate demand and | 
create better purchasing power for the poor. 

Sir Alec Guinness, playing King Charles I in 
Cromwell said: “Democracy is an old fallible 
Greek idea that expects extraordinary achieve- 
ments from the most ordinary people.” Charles 
was wrong. But to twist his phrase, it could be | 
said: "The Keynesian theory of government ex- 
penditure expects extraordinary managerial | 
skills, perspicacity and honesty from the most | 
ordinary of government servants.” In Keynes’ 





Dangerous ideas 
urt the economy 





system, a very astute government decides to 
spend Rs X crore on public investment. In 
successive stages, this additional investment of 
Rs X crore multiplies to an overall extra income 
of say Rs 5X crore, the ‘5’ being the multiplier. 
This implies that each person spends 80 per 
cent of every extra rupee that he gets as addi- 
tional income on consuming. Given that the 
poor would consume at least 90 per cent of 
what they earn, it could be argued that an extra 
Rs 30,000 crore of annual investment in em- 
ployment guarantee programmes would even- 
tually lead to a ten-fold increase in income. 

The reason why one should be sceptical of 
this multiplier scenario is institutional. States 
that have the greatest concentration of people 
living below the poverty line are precisely those 
which are atrociously governed, Also, the more 
ill-governed, the greater are the leakages in the 
system. So, you can bet that over nine-tenths of 
every rupee directed to creating temporary 
100-days livelihood in the truly poor parts of In- 
dia will be siphoned away by various arms of 
the state and its myriad middle-men. 

The advocates suggest two ways of by-pass- 
ing these leakages: dealing directly either with 
the rural NGOs or the village panchayats. Even 
if we were to assume that all rural NGOs are 
honest and efficient, the fact is that there are far 
too few around to effectively intermediate in a 
task of this size. As far as the panchayats go, 
there is no mechanism whatsoever which can 
ensure that central funds will reach the villages 
without moving through the state capitals, dis- 
trict headquarters and block divisional offices. 
And once these go through this tortuous route, 
the poor would be lucky to see even a tenth of 
the original allocation. 

The 100-days livelihood programme means 
well; it has exactly the right kind of political ring 
for the UPA, but it can't work. And we cannot 
expect it to work merely by stating: “Where 
there is a will, there is a way.” You can't erase 
decades of poor governance by politically cor- 
rect sounding talk. 
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WIRES CROSSED AND DOESN'T 
MOVE AN INCH ALL DAY. 


a Lead, PhD , 
J of Global Marketing 


mee SAY HELLO TO YOUR 
FASTEST, 
| MOST COST EFFECTIVE, 


LEAD GENERATOR. 


SAY HELLO TO 
WEBINAR 





Marketing & Sales events and seminars are a frightfully expensive affair. 
Bring down the cost of conducting these global events by a 
whopping 80-90% with WebEx Webinar, the online Seminar. 

Call now & win a free trial* 





we've qot to start meetina like this" 








HAT do you do when 
you want to build a 
global brand? What do 
you do when increased 
competition from me- 
too products decimates 
your profit margins? 
What do you do when your product loses itself in the 
clutter on the display shelf? As more and more Asian 
companies are finding out, the answer to all three 
questions — at least in part — may lie in one notion: 
design-led innovation. 

As Asia is becoming the manufacturing shop of 
the world, companies are realising the need to create 
their own distinctive identity in front of the global 
consumer. They no longer want to stay at the bottom 
of the value chain and earn a pittance as contract 
manufacturers for large, established brands. Em- 
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boldened by overall export-led growth, several Asian 
original equipment manufacturers (OEMs) are now 
scaling up to be original design manufacturers — the 
highest end of the value chain. They want to nurture 
their own brands. It’s this quest that has riveted their 
attention on design. 

The rest of the world is looking at Asia because this 
is where the fastest-growing economies are. It makes 


| sense to locate design shops close to the manufactur- 


ing plants. More importantly, these economies them- 
selves are large markets for a lot of goods and services. 
“There is curiosity about Asia and design out of Asia 
because of the vibrant economic activity,” says Manoj 
Kothari, director at industrial design house Onio De- 
sign. The government of Sweden, for one, has kept 
aside Kroner 150,000 to fund Swedish firms that want 
to study Chinese design. While you read this, an exhi- 
bition in Boston, US is celebrating Chinese design. 
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While the Asian design industry 
grows up, the needs of the market are 
forcing a wedge down the middle of the 
community. As a result, it is now divided 
broadly into two schools of thought — 
universal design and personalised de- 
sign. (See ‘Universal Vs Personal’). Uni- 
versal design, which is mostly technol- 
ogy-led, bases itself on a collective 
aesthetic that is likely to work in several 
markets with just minor variations to 
suit the local palate. In this camp, func- 
tion strictly precedes form. What's 
emerging out of this camp are user- 
friendly, universal products which keep 
a group of consumers firmly in sight. 

The Center for Universal Design at 
the NCState University in the US has put 


recent work on the 
n Art in New York ts 


guchi's 
of Moder 
ace of Asian de 


Yoshio Tant 
Museum 
the new f 


sign in the West 





out a set of guidelines. On the list, top- 
most is the guideline that design should 
render a product useful and marketable 
to people with diverse abilities, It should 
also accommodate a wide range of indi- 
vidual preferences and abilities. And its 
size should be arrived at after allowing 
for ample approach and usage space. 

In contrary, personalised design 
puts the consumer at the centre of the 
universe and seeks to cater to him only. 
It takes into account the fact that peo- 
ple increasingly want their own choice 
of features. It could be ringtones, 
colour, icons, or the choice of product 
accessories. The thought behind such 
personalised products usually have a 






strong cultural influence. Japan was 
the first Asian country to use technol- 
ogy to personalise design. The most po- 
tent example of that is Sony Walkman. 
And with Aibo, a robotic assistant that 
can be personalised to fill even the 
owner's emotional needs, personalisa- 
tion of design has come a long way. 

Again, pure market needs are herd- 


| ing design shops into cross-national al- 


liances. One such Asian group is the De- 
sign Alliance, which was formed to 
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able brand presence in new markets, 

Once Asian companies entered so- 
phisticated design-driven markets of 
the West, they saw the need to conduct 
their own detailed design research. LG, 
for one, has established R&D centres in 
Korea as well as in the US and Japan. 

The brightest of the recent examples 
is the re-invention of Samsung Elec- 
tronics. Under the stewardship of chair- 
man Kun-Hee Lee, the company fo- 
cused on design as a way to create a 
global brand way back in 1993. The next 
year, Samsung hired US design consul- 
tancy IDEO to help design computer 
monitors. The company also started an 
in-house design school — the Innova- 
tive Design Lab — in 1995. Lee declared 
1996 the year of design revolution. 

By the end of that decade, the com- 
pany had spent about $126 million to 
develop its global design programme. 
Its design staff, now led by a chief design 
officer, has tripled between 1998 and 
2004. Design no more gets the short 
shrift from product engineers that it 
used to — the chief design officer now 
vets every new product. 

To consumers around the world, the 
effect of all this has been palpable in the 


| slick, user-friendly gadgets Samsung 


has brought to the market. This year, its 
products have already won more than 
30 international design awards. To Sam- 
sung, the biggest effect has been on its 


| topline, which grew from $16 billion in 


1997 to an estimated $53 billion in 2004. 
Samsungs Asian peers like LG of Ko- 


| rea, Haier of China, and BenQ of Taiwan, 


pitch for work at the Summer Olympics | 


scheduled to be held in Beijing in 2008. 
Pune-based Elephant Design is part of 
the Alliance. Recently, the Alliance was 
approached by a multinational to re- 
search graphic trends in emerging 
Asian markets. Says Elephant Design 
director Sudhir Sharma: "Cultural nu- 
ances are definitely important for tap- 


| ping these markets.” 


While independent Asian design 
shops revel in this groundswell of inter- 
est, they would do well to remember 


that the increased business is coming | 


from the new-found design focus of 
corporates. The corporates, for them- 
selves, are focusing on design to drive 
topline growth and attain recognis- 
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which were also OEM suppliers to west- 
ern brands not long ago, now manage 
their own brand portfolios. Before 
launching their own brands, however, 
each of these companies conducted ex- 
tensive market research on the markets 
it was entering. 


T's not only Asian corporates that 

have risen to the challenge. Several 
Asian governments, too, are trying to 
promote themselves as hubs of design 
excellence. As a result, we have well- 
articulated design policies from coun- 
tries like South Korea, Taiwan, Singa- 
pore and China. 

In Asia, consciousness about design 
dawned in the Land of the Rising Sun. 
Japan was the first to recognise the value 
of design-led branding. Trying to rub off 


masters of reverse en- 
gineering, the Japan- 
ese Ministry of Inter- 
national Trade and 
Industry instituted the 
Good Design award as 
early as 1957. So far, 
more than 28,000 products and projects 
have won what has come to be called 
the G-mark that is awarded for “improv- 
ing ties, fostering industrial develop- 
ment and promoting export and trade 
by enhancing the quality of products on 
the market”. The export-led boom that 
Japan experienced in the 1960s and 
1970s is now a part of economics text- 
books. But it took quite a while for the 
next Asian country to pick up the cue. 
Faced with stuttering exports from 
companies that were reaching out to the 
world for the first time, Taiwan started a 
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> Mr P, a tape 
dispenser with 
a human face 


4 A toothbrush 
holder with 
a moral 


> This lamp 
seems to be 
melting! 









4 Ap-peel, a 
bowl-knife set 
made of paper 


the image of being | campaign in the early 1990s to make the 


‘Designed in Taiwan’ logo globally 
recognised. Its OEM industry was al- 
ready becoming a significant player in 
global manufacturing, especially in 
high-technology products. The coun- 
trys future industrial development, 
however, rested on shifting to higher 
value-added products and services. And 
the government recognised design ser- 
vices as an important part of this trans- 
formation. 

Although the country has several 
programmes to promote product de- 
sign excellence, greater importance is 
now being placed on the cultivation of 
professional talent and industrial policy. 
Design is one of a dozen service indus- 
tries targeted for fast-track develop- 
ment. Within the sector itself, a number 
of segments have been identified as po- 
tential winners: industrial product de- 


a ^ ii @ 


An Asian success story in 
the world of design 


AUGH and the world laughs with 

you. That seems to be the credo 
working at Propaganda, a Thai design 
hotshop that has tickled the funny 
bone of the design world. 

This product design company, set 
up in 1996, first won worldwide ac- 
claim with Ap-peel, a fruit bowl and 
knife set. It won at the prestigious Red 
Dot awards for industrial design in 
2002 and caught the eye of the world. 

The design shops's success lies in 
its ability to give everyday objects a 
new lease of life by casting them in 
thought-provoking, new designs. The 
products exude a sense of youth and 
quirkiness in their choice of materials. 
And all the while, they communicate a 
universal sense of humour. 

Look for yourself. Propaganda has 
a toothbrush holder shaped like a 
tooth with holes in it. The simple 
moral: if you don't brush regularly you 
will have holes in your teeth. Mr P is an 
adhesive tape dispenser shaped like a 
man. The tape rolls out where Mr P's 
tongue would be and can be snipped 
at his feet. Who would have thought 
that such products could educate or 
entertain? Did you? 
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sign, computer-assisted design, pack- 
aging, contemporary fashion, industrial 
arts, corporate identity systems, brand 
visuals, graphic visuals, advertising, the 
Web and multimedia. 

The effort has paid back in spades. 
According to the 2002 industrial design 
survey by the Taipei Technology Insti- 
tute, the country's design services indus- 
try's total annual production was at New 
Taiwan $1.4 billion; there were 6,583 de- 
sign services firms and studios (includ- 
ing studios of individuals), which em- 
ployed approximately 11,290 people. In 
2002, there were 39 design-related de- 
partments or programmes running at 
colleges, which collectively turned out 
5,893 graduates every year. The ultimate 
results of the movement are becoming 
more visible now. Besides higher rev- 
enues from contract manufacturing as a 
whole, the country now boasts of one of 
the best-designed consumer product 
brands in the world — BenQ. 

Around the time Taiwan started its 
design campaign, South Korea was 
drawing up its first five-year plan to use 
design to gain a competitive edge. In this 
phase, the nation established a national 
design policy, provided support to small 
and medium enterprises for design in- 
novation, and enhanced public aware- 
ness of design through exhibitions, 
awards and publications. In the second 
plan (1997-2002), it brought design to 
the masses by creating awareness, en- 
hancing design education, and encour- 
aging industry to embrace industrial de- 
sign. The efforts have borne fruit in the 
country's industrial revival that came af- 
ter the crippling Asian crisis of the late 
1990s. No wonder the leaders in that 
transformation were global brands like 
Samsung and LG. During the latest five- 
year plan (started 2003), Korean compa- 
nies are estimated to have spent $488 
million on design already. 

With a newfound desire to make the 
‘Designed in Singapore’ tag a brand in it- 
self, the island nation produced a white 
paper on becoming the design hub of 
South Asia in 2002. It’s part of a grander 
plan to grow as a knowledge-based 
economy with a distinctive identity. 
Now, the country has despatched offi- 
cials to different corners of the world to 
invite design houses to set up studios in 
Singapore. The Indian design commu- 
nity has been invited too. “A delegation 
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Wniversal vs Personal 


There are two broad design trends blowing through the post- 
globalisation world. Labelled universal design and corporate 
design, their inspirations and consequences flow from opposite 















directions. Here is a look at the two schools of thought. 


Bes est haste DESIGN: This school deifies the Age of 
Empowerment, where individual choice supersedes 
group preferences. Historically, it flows from strong, culture- 
based industry design. Products in this category may cater to 
form before function. Some of the best examples of person- 
alised design can be found in the mobile phone handset in- 
dustry. There, manufacturers race each other to bring out 
features like personalised ringtones, colour choices, and 
wallpapers targeted at specific population segments. 

The thought comes through in several designs put out by 
the $3.7-billion BenQ, an electronic products manufacturer 
based in Taiwan. One recent example: the Joybee 102R 
range of personalised MP3 
players. The inspiration came 
from male and female lifestyle 
accessories like necklaces and 
even pocket watches. The as- 
sociations come from the use 
of futuristic materials and a 
wide colour palette. The 
tagline: “Show your creative 
side and make yourself the 

centre of attention." The 
B^ centre of the universe, 
some may Say. 












NIVERSAL 

DESIGN: Those who seek to 
serve a large number of people from 
diverse cultural influences are the 
main practitioners of this school. 
Technology, which has proven itself 
to be a great equaliser, is the main 
motivator. Products that 
follow this trend 
are consumer 
durables, office equipment, etc. — in essence. things that are 
likely to be used by a number of people. 

Under chairman Kun Hee Lee, the $40-billion Samsung 
Is one multinational that has put design up on a pedestal. It 
has established an in-house design school that works closely 
with the Art Center College of Design in Pasadena, US. One of 
the recent award-winning products to come out of this stable 
Is the HLM 437W, a digital light processing TV. It packs wide- 
Screen viewing in a stylised ultra-thin frame that helps the 
product stand out from plasma TVs, its closest competitors. It 
has a compact digital projector powered by a stamp-sized 
digital micro-mirror device that generates high-resolution im- 
ages. Its 1280 x 720 digital format converter takes in all 
kinds of inputs. Its operations are also 30 per cent quieter 
than other TVs. Target: the world at large. 








from Singapore asked us to set up a de- 
sign studio there," confirmed Sudhir 
Sharma of Elephant Design. 

Ina somewhat similar mould, China 
is positioning Hong Kong as an Asian 
economy geared for value addition. As 
part of the plan, it has given $256 million 
to the Hong Kong Design Centre for pro- 
motion. In November 2004, the Design 


Centre organised its second Business of 


Design Week. This time, 19 different 
countries were represented, including 
first-time entrant India. A competition 
and 24 concurrent exhibitions in vari- 
ous design disciplines were held to cre- 
ate excitement in and about Asia. 
Compared to all this, the design 
movement in India has been frag- 
mented at best. Although the National 
Institute of Design, set up in 1961 as the 





country’s premier design school, has for 
long advocated sustainable design and 
social consciousness, its effect hasn't 
percolated all the way down to those 
who were to implement the vision. 

Now, with outsourcing opportuni- 
ties sprouting in various industries, de- 
sign has hopped aboard the growth ex- 
press too. The first draws for western 
corporates were the cost advantage and 
the faster turnaround time. But there's 
more. “European design houses usually 
follow broad design movements. It is af- 
ter all the place where most of them [the 
movements] originate. But ironically, 
because of that reason, their ideas are 
getting staid. They are now looking else- 
where for fresh interpretations," says 
Onios Kothari. Companies are now 
seeking unknown and small design 
houses with a brief to interpret a prod- 
uct in a completely different way. 

Onio started in 1995 with an associa- 
tion with VNV Design, a Taiwan-based 
company from which it gleaned tech- 
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nological knowledge and lessons on 
how to handle offshore clients. Now, it 
has a portfolio of work done for compa- 
nies as far afield as the Netherlands, 
Germany and Australia. Recently, it has 
designed an ergonomic office chair that 
it has patented in the key global mar- 
kets. Says Kothari: "This project came to 
Onio through the Internet, when a Ger- 
man approached us with an idea and 
asked us to translate it into a product. 
The mechanism is so simple that it's a 
surprise nobody thought about it ear- 
lier." This is among the deals that Indian 
designers are leveraging now for more 
international business. 

From here, it's a long way to estab- 
lishing ‘Designed in India’ as a global 
brand. The rest of the stories in our 
package show how some are going 
about it. It's just a matter of time before 
good industrial and product design 
comes to roost in India. Some say the 
time is at hand. We will let you read 
through and decide for yourself. " 
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Designer of 
e year 


Michael Foley 








E HIRTY-FOUR ye- 
lar old Michael 
Victor Rodney 
Foley is an indi- 
vidualist. He re- 
fuses to study the 


Foley loves 
to work on 
products in 

every walk Ne 
of life. His sign magazines, and hates being 


hemmed in by definitions. “Even sub- 


dream IS to consciously, | do not want to store an 


ma ke image ofa product in my mind — some- 
where or the other it will manifest itself," 


design a he says. The only concession he is will- 


ing to make is to Philippe Starck. As a 


part of student, he loved the French designer's 
, work for its range and versatile interpre- 
everyone's 


tations of ordinary products. (Starck has 


Nis By Gina designed everything from spectacles 


and boats to noodles, toothbrushes and 
S. Krishnan mineral water bottles. He recently de- 
signed the optical mouse for Microsoft). 
Similarly, Foley's canvas is vast — it 
could be a fruit bowl one day, a lighting 
system the next; he has even designed a 
robotic arm. 

Though Foley hates being labelled, 
design aficionado would aver that his 
signature style is minimalistic. Strip a 
product bare and build beauty around 
its core function. Foley also draws inspi- 
ration from nature. "We attempt to 
come close to perfection when we draw 
inspiration from nature," he says. A 
screen called 'Reed' and a table-top FM 
radio, Rock, epitomise his idea. 

The winner of the Businessworld- 





Designer at large Michael Foley. And glimpses of his 
lifestyle portfolio a coat hanger, a silver flower 
vase, a spotlight for Cafe Coffee Day, and pieces 
from the Edge collection 


NAMAS BHOJANI 
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THE WINNER 2004 


instinct 


NID Designer of the Year 2004 award 
leads two lives. One as the head of de- 
sign at Titan, the Rs 960-crore watch and 
jewellery company. The other as design 
evangelist, making people aware of how 
design can elevate the look, feel and 
function of everyday products. 

His day job started in 1994 when he 
joined Titan as a reticent trainee. Five 
years later, he became head of 
Titans design studio. “I have seen 
Michael flower from a junior designer to 
head of design. And he stands apart 
from the others because of his ability to 
have a worldview on any product. The 
solution will have manufacturability, 
marketing, and consumer insights as 
part of it,” says Bijou Kurien, COO, Titan 
Industries, and Foley's boss. 

Foley leads a team of 16 — eight are 
designers, while the others are mar 
keters, researchers and engi- 

neers. He has been behind most 

of Titans watches, including the 

Edge, the world's slimmest 
watch that he designed in 2000. 

Outside of Titan, Foley plays 
designer at large. "To my mind, 
every product is a solution; it 
could be an answer to an as- 
piration, it could offer an 
unmet need," he says. “I 
dream of making design a 

part of the personal 





Kalash; a rendition of a traditional puja set in silver 













A robotic arm for 
Systemantics, to be used for 
industnal automation at the 

Department of Oceanography 









Flip; a watch for Titan with dials on both sides 


ETE BEA | 
ATZA EEN PE 
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space of peoples lives, be it in the shape 
of products, services or experience." (In 
the words of Philippe Starck: "The de 
signer can and should participate in the 
search for meaning in the construction 
of a civilised world." 

For example, Folev was recently in 
volved in the makeover of the Café Cof 
fee Day chain. This included creating a 
new visual identity for the brand, light 
ing inside the cafés and other elements 
He has also designed the interiors of 
Civet, a restaurant within the Bangalore 
Iechnology Park, and the lighting at Ba 
Bhavan, a children's park in Bangalore 

“Two factors drive Michael, personal 
satisfaction with the product and the 
opportunity to learn,’ says Kurien. One 
reason why Foley is designing so man\ 
retail outlets is that he believes he needs 


to get better in that area. Again, he has 


been known to return to the scienci 
textbooks he read as a child to figure out 
how best elementary science can bi 
used while designing new products 
When Folev was in his third vear at 
NID, Eicher Tractors asked him to de 
sign three concept tractors. The designs 
were exciting and Eicher got prototypes 
made by a Swiss company. It then called 
in a dealers meet where one of the tra 
tors was selected, presumably to be 
manufactured in the future. NID, unfor 
tunately, printed a poster of this ven 
successful student project and Eicher 
which wanted the whole thing to be 
kept a secret, abandoned the project. 
Foley's disappointment was com 
plete when he went to the Eicher offic 
to collect a certificate and found his 
sketches framed and placed on the wall 
with his signature taped out. "I de 
cided I would never let anybodv do that 
to me again, he says. 
Foleys work has always been no 
ticed. Now, not only does he get thi 
credit — he walks away with the award 


as well. m 


Some are functional. Some 
are tunky. All are high on 
innovation and creativity. 
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Sensationally J 
slim | 


BEST ACCESSORY 
(Lifestyle) 

Edge New Generation — Watch 
Michael Foley, Titan 





T'S slim beyond the edge of reason! Edge, the slimmest watch in 

the world, is now 40 per cent thinner than last year's entry. Now 
itis 3.5-mm with a 1.15-mm movement. The project was aban- 
doned once but taken up again because the challenge would not 
be given up. The engineering took 18 months, The rubber straps 
and stainless steel dial give the watch an avant garde look. 


Juryspeak: A truly world-class product. 
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THE PICKS 































Easy rider 


BEST TRANSPORTATION 
TVS Scooty Pep 
TVS Motor 


ILLED as TVS Scooty's successor, BEST Í N D) | ST H A | 


Scooty Pep is miles ahead of it in 


terms of design. The most significant D) FS 6 N 

improvement is at its heart — the 75-cc 

engine. The new and improved chassis Minimax —— industrial boiler 

— what TVS calls a ‘double cradle’ — 

protects the engine better, apart from Forbes Ma rshall 

reducing noise and vibration. Also, 

check out the body-coloured mirrors OU may remember a boiler as an 

and rakish front-end styling (the grey V- ugly thing that takes time to install. 

shaped layer above the front wheel). No more. Meet Minimax, the smallest 
boiler in India. The modular product 

Juryspeak: The fine detailing and er comes with the fuel tank (300 |), water 

gonomics make it a winner. tank (1,800 |), accessories and piping all 


E 


in a height of 450 cm. This 75 kg-per- 
hour powerhouse has a textured alu 
minium finish, cutting cost, and a fibre 


glass control panel, shedding flab. 


Juryspeak: A pure industrial prod 
uct shows that by using design 
elements well it can beconn 


SICK 


A theme 
in paisley 


BEST ACCESSORY 


(Jewellery) 
Tanishq’s Aamra collection 
Pallavi Dudeja Foley 


HE graceful motif that embellished Mughal courts is the inspiration 

behind this winning collection. It has 130 exquisite pieces ranging 
from earrings, armlet, anklets to necklaces. The designer has skilfully used 
diamonds, rubies, sapphires, pearls and glass enamel in paisley motifs to 
give an opulent look. The use of enamel and traditional rich Indian colours 
make the jewellry affordable, light and easy to make. 


Juryspeak: The best combination of industrial design and traditional 
crafts. It has a distinct Indian identity and is sophisticated. 


BUSINESSWORLD 45 20 DECEMBER 2004 


HOT PICKS 










"mmm | BEST OFFICE EQUIPMENT 
Dali 173p— LCD Monitor 
Samsung Electronics India 





T can bend, twist, pivot, tilt, swivel and adjust to any level. Sam- 

sung's ultra-slim 17-inch LCD monitor may not be made of India 
rubber, yet its double-hinge design allows it the flexibility to be 
mounted on a wall or simply rest on a table. It's not only easy on 
the eye, it also promises to help you avoid eye problems, thanks to 
its vertical height adjustment and tilt feature. The monitor is stylish 
and buttonless and has a contemporary clean cable arrangement, 
eliminating all clutter. Salvador would have approved. 





Juryspeak. It is slick, it's slim and can bend to any shape. 


Wait in style 
" BEST FURNITURE FOR PUBLIC SPACES 


Karnataka State Road Transport Corporation 
Bus Terminus, Bangalore 
Quetzel 


— 


HIS bus terminus is a great example of how design can keep 

practical, everyday usage at the forefront. The seating material is 
tough enough to take the daily beating of a busy bus stand, and can 
be cleaned using only a dry cloth. It also serves the more social 
function of discouraging sleeping. Even trash bins have been de- 
signed to fit the concept. All the signage was re-done in bold, read- 
able English and vemacular languages in uniform colours. In short, 
it's simple, comfortable and user-friendly. 


Juryspeak: Aesthetic yet practical design that serves the 
public well. 
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77% of your computer's cost hits you 
after you have bought it. 


^ prefix city code when calling from a mobile. For taxes/levies in your area, please contact the numbers listed or a HP Business Partner. “Includes client, server, and enterprise acquisition cost. "Source 
GartnerGroup. Manufacturer's warranties and delivery conditions apply © 2004 Hewlett-Packard Development Company, L.P Product visuals shown may vary from the actual product. The information contained 
herein is subject to change without notice. ‘The hyperthreading feature is a new technology designed to improve performance of multi-threaded software products; please contact your software provider to 
ding Go to http:/^www.intel.com/ nfo/hyperthreading/ for more information. Intel, Pentium, Intel 





determine software compatibility, Not all customers or software applications will benefit from the use of hyperthrea 
Inside, and the Intel Inside logo are trademarks or registered trademarks of Intel Corporation or its subsidiaries in the United States and other countries. Intel's numbering is not a measurement of higher 
performance. Microsoft and Windows are U.S. registered trademarks of Microsoft Corporation. All other trademarks are used for identification purposes only and belong to their respective owners 


HP recommends Microsoft® Windows® XP Professional. 


Get the new HP Compaq Business 
Desktop dc7100 with a really 
low total cost of ownership. 


It is estimated that the purchase price in case of desktop computers, 
forms only 23% of the total cost of ownership. So where does most of 
your money go after you have bought the desktop for your office? It 
goes into maintenance, upgradation and general troubleshooting. It 
thus naturally follows that the computer hardware system with the 
lowest purchase price may not necessarily be the most cost effective 
system. What exactly is “Total Cost of Ownership”? In layman terms, 
Total Cost of Ownership or TCO is the sum total of all the costs 
incurred to keep any product, in this case a computer, operational 
and productive throughout its life cycle. This would include all costs 
related to purchase, maintenance, upgradation, etc. Keeping this 
factor in mind, HP, a strong player in the computer hardware market 
has introduced a specialized range of advanced desktops targeted 
at corporate business houses and growing business units - the HP 
Compaq Business Desktop dc7 100 powered by the Intel” Pentium® 
4 Processor 530* with HT Technology. Loaded with an Intel” 915G 
chipset for a consistent and superior performance, the HP Compaq 
Business Desktop dc7100 is the last word in cutting-edge 


With certified service and genuine parts, 
HP Care Pack adds more value to your warranty. Insist on one today. 





3030 4499^ 
or 1600-444999 (Toll Free) 


CALL 


Special prices available 
on the HP Compaq 
Business Desktop —— 
dc7100 powered by the 
Intel® Pentium® 4 
Processor 530* with 
HT’ Technology till — 
December 31st, 2004. 
Hurry! 


CLICK 


VISIT 





hp.com.sg/smartoffice 





technology. Thus it is adequately equipped to handle future 
advances in terms of both technology and performance. And 
combined with the world famous HP warranty and assurance, the HP 
Compaq Business Desktop dc7100 is a machine that requires 
extremely low maintenance. In the eventuality of a technical hitch, its 
world-class design structure makes servicing really easy and requires 
very low levels of expenditure. What HP proposes is to offer business 
enterprises a worry-tree office infrastructure with high performance 
capabilities at a minimal TCO. The HP Compag Business Desktop 


dc7 100 is designed specifically to cater to the office of the future. 


Get more technology, expertise and support from HP’s Smart Office 


solutions. 


Life-cycle cost of a Desktop 


Purchase price for 
hardware and 


software 2395* 


Downtime 9% 






End-user | į 
{ n 
: hi : , Management 
J £y 1596 
Support 


Communications 
7% Development 
3% 


11% 


O] 


invent 





An HP Authorised 
Business Partner 


— — — — — — 





O rUBLICIS HP-PSG 623 04 







i ao 
a | 4 

N 1 . r 1 

olp . m 


» 








BEST CONSUMER 
ELECTRONIC PRODUCT 


X yu — wireless Internet access device 
Innoviti Embedded Solutions 


ID those tanglesome wires goodbye, and let Vaayu make 

your laptop truly portable — all while being online. It's a 
wireless Intemet access device — half the unit can be plugged 
to your laptop and the other half to a telephone connection. 
This comes as a boon to business travellers. It's not only com- 
patible with a variety of computer operating systems, it also 
works with various devices like fax machines, modems and, of 


course, laptops. Weighing in at a nifty 80 gm, it comes with 
rechargeable batteries. Need we suggest ‘plug and play"? 


Juryspeak: A one-of-its-kind product. 


Ultra-lite 
ultrasound 


BEST MEDICAL DEVICE 


Sonalisa — ultrasound machine 
Satish Gokhale, Larsen and Toubro 


N innovation that lends comfort when one needs it most, — 

Sonalisa is the world's first ambidextrous ultrasound ma- hores 
chine. This trolley-mounted device moves around, the patient ^ 
need not; and even a southpaw can operate it seamlessly. The 
principles guiding the overall design were ergonomic comfort and 
flexibility. Consider the positioning of some critical elements: 
around the trackball are three critical function buttons; the key- 
board console swivels 30 degrees on either side (and not the 
usual 15 degrees); the freeze-frame keys, transducer holders, 
and gel holders are on both sides. The unit ships with a printer 
too. Ultra-cool, wouldn't you say? 


Juryspeak: It has simple insights which will make the product 
popular, anywhere in the world. 
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Crompton Greaves touches our lives every day 


“Every day of the week, every week of the year, since 1937, Crompton 

Greaves has touched lives in many ways. Somewhere it provides pleasant 

breeze. Somewhere it helps pump water. Somewhere it lights up homes, [1] Crom pton 
offices and streets. Somewhere it regulates trains. Somewhere its critical CS G 

equipment runs the core industry. Somewhere it helps the country grow L^ = reaves 


by exporting worldwide. Somewhere or the other Crompton Greaves EVERYDAY SOLUTIONS 
provides a solution” website : http 






www .caionune.com 


Transformers - Switchgear - Power Quality - Motors & Alternators- Railway Signalling Fans Lights - Pumps: Telecom 


BEST CRAFT 


Devotee — flower vase 
Abhijit Bansod 


HIS unconventional flower vase is made of wood, and uses strong 

magnets that hold the cone together through an inch of glass, giv- 
ing the illusion that the vase goes through the surface. A small test 
tube is hidden inside to keep water in the vase with minimum fuss. 
Devotee uses an indigenous, 150-year-old toymaking craft from 
Andhra Pradesh called Etikoppaka, which was originally used to make 
hand-crafted wooden toys, and partners it with the modem use of a 
magnet. The outcome is both beautiful and simple. 





Juryspeak: Ihe simplicity of the product and the ingenious way an old 


t has been used to make a contemporary product stood out. 
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Timeless 
timeframe 


BEST GRAPHIC 


Pragati calendar 
Lopez Design 


HIS is a celebration of not just the technological 

prowess of Pragati Printing Press, but also its phi- 
losophy. The calendar features allegories from 
Panchatantra and Jataka, and rides on innovative 
pnnting. The story of the thirsty crow, for instance, 
uses a unique colour separation to enhance satura- 
tion, a spot UV coat (on the pot) for the transparent 
effect, and textured UV coat (on the pebbles) to 
make them stand out. More than just a calendar. 


luryspeak: The Indianness of the design, combined 


with the world-class technology, was impressive. 


| have everything | want. 





Let's talk business. How do you improve your business environment with 
greater productivity and efficiency? 

The new Canon imageCLASS MF5630 and MF5650 all-in-one printer has it all 
We are talking about high quality printing, outstanding scanning capability and 
the largest memory capacity in the market. Canon's new laser all-in-one also 
enhances your image quality with an advance scanning support software and 
makes copying/scanning a breeze with its Automatic Document Feeder feature 
What's more, the Canon imageCLASS comes complete with FREE virtual 
document software: Newsoft Prestol PageManager 6 and Scansoft 
OmniPage SE. For lower volume users, choose from the more compact 
imageCLASS MF3112 series. Canon's new laser all-in-one printers are truly 


high performers uncompromising on speed and delivery 


imageCLASSMF 5530 imagecLASSMF311e 
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COPY : Speed 18 cpm 


* 600 x 600 dpi resolution 
* 50-sheet Auto Document Feeder 
* Collation & 2-on-1 feature 


PRINT * Speed 18 ppm 
* 1200 x 600 dpi resolution 


imageCLASSMF 56450 


FASTER, MORE PRODUCTIVE 
64MB MEMORY AND USB2.0 HI-SPEED CONNECTIVITY 
FOR FAST IMAGE PROCESSING 


)1 KEPPEL BAY TOWET! NGAPORE 09863; 
t : Jn - 
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Call Canon at 1600 33 33 66 or visit www.canon.co.in 
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BEST CONSUMER DURABLE 


Dewdrops — water creator 
Killick Nixon 





V — — — 









OULD this be the answer to the crisis plaguing water-deficient, MA a a i ae P 
humid cities like Chennai? A device that converts atmospheric Mtama ee a tren SRI 
moisture into drinking water. Under optimal conditions — read humid ———————— — PR 
weather — Dewdrops can produce 12-16 litres of water using elec- C——— — 
tricity. A suction fan placed at the back of the unit takes in air, which Dee MÀ m o o Te n s 
encounters an air filter made of food-grade plastic. Clean air comes — rn 
in contact with a condenser and gets cooled rapidly. The condensed 0 RES à 
water is then guided into a collection tray, from where it is channelled — H—— — À — 
through a duct into a three-way filtration mesh device. Along the way, — — — "7 
microbiological contaminants get destroyed too. , 


Juryspeak: An invention that is perfect for India. 


One for the 


B re e n S ERE'S one more to give Laloo's earthem kullads company. But this aesthetic little 
disposable mug, made of hand made paper, is for the train loos. No synthetic ad- 

hesive has been used — instead, organic glue binds the edges of this eco-fnendly prod- 
uct. It can hold about 1.2 litres of water and it disintegrates within 15 minutes of use. 


BEST C0 NCEPT DESIG N The mug is foldable and occupies insignificant space. It's also easy to manufacture, and 


- a pack of three will cost roughly Rs 5. 
Disposable mug 
: Juryspeak: To create a simple product, keeping in mind a need felt but never fulfilled, 
Sandip Paul is truly a function of concept design. This product fulfills that. 
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Trapped [DEYA Libe 


DB2 doesn’t lock you in. 


DB2 is middleware and it's central to your 
data management. In fact, DB2 is part of 
an innovative family of information 
management products that can integrate 
and actually add insight to your data. 
That's big. 


DB2 is also the leading database built on and 
optimised for Linux®, UNIX* and Windows", 
built to take full advantage of your existing 
heterogeneous and open environments, and 
built to enable true grid computing 


Plus, there's no constricting contract. 


DB2, like other IBM database engine products 


— — — — 
— —— — — 
— =e — — — 
— Ga lm — —— — 
— Å- — — — 
— -9 — —— å- = 
— — — — — — 
i eee 
IBM, the IBM logo, DB2 and the Demand logo are trademarks or registered trademarks of international Business Machine rporation m the United States à 
and Windows are registered trademarks o! Microsoft Corporation in the United States and/or other countries. UNIX is a registered trademark of The Open Group in tt 


names may be trademarks or service marks of others 
Technology Group. Los Altos, Californi 
161US$ApmC, 18,661 tpmC, available 12/15/04. vs Oracle 109: 3 


Benchmark. TPC-C and tpmC are trademark: 


22004 (BM Corporation. All nights reserved. ' 
DR? Performance on IBM eServer* pSeries and xSeries 
94 USS/tpmC 


! the Transaction Processing Performance Council For further TPC- 


such as Informix and Cloudscape, is also 
middleware with an eye on your resources 
All of them. An ITG study showed overall 
costs for Oracle Database are up to four 
times higher than DB2 .A Solitaire study 
found that on average, Oracle Database 
required 25% more time to manage than 
DB2 .And the Transaction Processing 
Performance Council showed DB2 as the 
overall price/performance leader for 
TPC-C on Linux, UNIX and Windows. Ahead 
of both Oracle Database and Microsoft" 
SQL Server 


Then there's this: Oracle will drop the current 
level of support for Oracle Database 8i at 


AM Solutions for PeopieSoft deployment in Mid-s 


elated informat please visit www tpi 


Solitaire Interglobal Lid.. 2003: based on Oracle Database 
136,11! tpmC. available 03/05/04. UNIX: DB2 UDS v8:1 


s 495 USS/tomC, 809144 tpr 
09/30/04, Windows: DB2 UDB v8.1: 168 USS/tpmC, 18.318 tpmC. available 04/14/04, vs Microsoft SOL Server 2000: 1.85 US$/tpmC. 22.052 tpmC. available 0 


rated 





the end of 2004. Meaning limited support 
higher cost or a complete migration to 
current versions. Fortunately, IBM offers 
ongoing, around-the-clock service and 


support for DB2. 


Why not move up to middleware that makes 
sense? Through the end of the year, you can 
get IBM DB2 Universal Database or Informix 
by taking advantage of our extremely 
compelling trade-up promotion. Visit 
ibm.comv/software/in/db2 today to find out 

if you qualify. You can also call us on 

1600 443333 or e-mail us a! 
response@in.ibm.com. 
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Angled for 
comfort 


BEST AUTOMOBILE 
ACCESSORY 


Easy seat 
Krishna Maruti 


HE Easy Seat, through simple and 

smart design, will help the aged and 
disabled become more independent 
as well as more comfortable. This af- 
fordable product allows the front seat 
of a car to tum at an angle of 90 de- 
grees. The seat can slide as well as ro- 
tate at the tum of a knob and with a 
gentle push, and it automatically slides 
back to a proper, front-facing position. 
It looks the same as existing seats — 
an instance where an ‘average’ look 
actually adds to the appeal of a 
product. 


Juryspeak: It is cost-effective, domesti 
cally produced, and serves real needs. 
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LEVER packaging is all about catching the 

customer's eye in a crowded retail outlet. 
Sure enough, Hindustan Lever's Ayush — with 
its very distinctive Indian look — makes an Im- 
pact. The range of shampoos and cough 
syrups stand out, thanks to the illustrations 
and innovative nomenclature, which also con- 
vey the message that these are natural prod- 
ucts. The seal — Poshak for nourishment, 
Naashak for destroying bad things, and Rak- 
shak for protection — evoke a sense of trust. 


Indian 
identity 
BEST RETAIL 
PACKAGING 
Ayush, HLL — — 
DMA Brandin 
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Winning comes with its disadvantages. 
Looking for your name, for instance. 








Winners of Electric Shavers 
for draw held on November 02, 2004 


Winners of Clock-cum Calendars 
for draw held on November 02, 2004 

















Subs.No. Name City SUBS.NO. NAME CITY 
233743 NINAD KUNDER MUMBAI 232852 MAHALINGAM YAMAN COCHIN 
236944 M RAMAKRISHNAN NEW DELHI 232972 VIKASH PAREEK PURULIA 
232925 VIKRAM S KULKARNI KOLKATA 233149 AJIT R JOSHI PUNE 
233083 BHUBANESWAR GHOSH KOLKATA 222603 SAIRA ISMAIL BANGALORE 
23281 | SANWAR MAL SAHAL KOLKATA 233605 APURVA MEHTA MUMBAI 
235298 CH VENKATESHWARLU ANDHRA PRADESH 234151 ADARSH GOPALAKRISHNAN CHENNAI 
233736 SHIV KUMAR RATHI PURULIA 234432 C N CHOKKALINLAM MYSORE 
210588 SRIDHAR RAMANI CHENNAI 234887 KATWE J S HUBU 
233070 N C BOSE CROOS BANGALORE 235291 SAURABH NERMA UP 
233280 GURMAN S KHURANA NEW DELHI 235506 PRITESH SHAH MUMBA] 
234265 MANISH KUMAR SHARMA 24 PGS(N) 235519 NITHIN MUNDRA HYDERABAD 
234063 ASHIS RANJAN BHANDARI KOLKATA 235595 K CHANDRA SEKHAR HYDERABAD 
233092 SUNIL S POTDAR PUNE 235635 DILEEP CV CHENNAI 
235736 K RAMALINGAM KERALA 235826 TARIA MOHAMMED GWALIOR | | 
232812 ALOK KUMAR DEY KOLKATA 2336211 M NAGARAJAN TRICHY | 
237078 SHAILESH RAMESH APTE MUMBAI 236242 M MANICKAM TAMILNADU | 
234598 ARNOLD MASCARENHAS | BANGALORE 236377 DEEPAK G MUDGAL PUNE | 
236151 HIMANSHU ANAND CHENNAI 236836 SANKAR PRITHVIRAJ TAMIL NADU | | 
237001 GAURI SHANKAR BIHAR 237086 AJAY KUMAR GUPTA NOIDA 
23581 | M SANJEEV KUMAR UDAIPUR 236718 COORDINATOR, | 
ACADEMIC WING HYDERABAD | 
| 
| 
i 
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BEST 


GSK Training College, intranet program 
Tata Interactive Systems 


Animated fare 


HIS intranet programme has been created to train 
GlaxoSmithKline's (GSK) medical representatives for 


the Australian market. It works on the back of simple navi- 


gation tools and animation characters. The basic content 


centres on human anatomy and physiology, common dis- 


eases affecting people, symptoms and treatment of dis- 
eases, specific over-the-counter GSK products for each 
condition, and key marketing techniques used in field 
sales. The navigational functions are icons shaped liked 
tablets and capsules, to go with the animation characters 
and even interactive games that retain the interest. 


Juryspeak: Its features make science come alive. 
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Play and learn 
BEST ANIMATION 


Att Veta, business administration program 

Tata Interactive Systems 

jim e-leaming tool, Att Veta's programme feels like playing a 
game, despite six whole modules of business administration content. 

The Swedish company, which runs web-based educational programmes, 

wanted a solution to address corporate employees and school students 

in the 16-18-years group and adults studying economics. Tata Interactive 

Systems created the game design document, which has a library of 


4,000 animated characters, and uses lip sync compatible with English 
and Swedish speech. 


Juryspeak: A simple and easy mode of e-leaming. 


DIGITAL MEDIA 





www.bajajauto.com 
Elephant Design 


Click to chase 


AJAJ Auto's website guarantees a smooth ride on the 

information highway. Click on the digital-biking link — 
it will take first-timers to the 'Digital Twin Spark Ignition’, 
which means about a minute to load. Once past that, the 
display of motorcycles is impressive, complete with sleek 
web pages and information on each brand. The content is 
easy and personalised. A service diary, for instance, pro- 
vides customised fare to users. Updated every 15 days, the 
site is an e-branding experience. 


Juryspeak: The brand identity is clear, and there is sufficient 
information without clutter. 
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SBI’s e-Rail service. 
Click karo, ticket paao! 
Through www.onlinesbi.com 





Forget queues. A railway ticket is now just a click away. 


m Logonto www.onlinesbi.com and click on ‘Railway Reservation’, you will be taken 
to IRCTC site. Sign up to register yourself. 

m Plan your travel and book your ticket. For making payment click onto 
State Bank of India direct debit facility. 

m You will be taken to our site www.onlinesbi.com. Give payment instructions. Your 
ticket will be delivered to you by IRCTC within 72 hours. 


What else can you do ? 
= View your account m Order cheque book / draft m Transfer funds within the branch 
m Pay SBI Credit Card bills, LIC premium, Electricity / Telephone bills* etc. 


State Bank of India 


With you - all the way 
Take a look at www.statebankofindia.com * at select centres 
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Lighten 
the stress 


HE tag under which Wipro classifies 

this product portfolio defines its de- 
sign ethos: brightness management. 
True to the argot, the Softlite Fusion 
range works on the principle of direct-in- 
direct lighting and seeks to create stress- 
free and visually pleasing workspaces. 
But leaving it at that would be making 
light of the innovations. Softiites can use 
options like energy-saving ballast and 
dimming ballasts to get the desired 
brightness. They filter light through a spe- 
cial film that cuts out ultraviolet rays. And 
the wing-shaped, matt-finish reflectors 


Softlite- p cut glare. That's for functionality; for the 


MAT. uu B oe ee tee aesthetics, we'll let the light lead you. 
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BEST LIGHTING 


Natural grace 
Jellyfish, Neil Foley 


T9 


SING fish motifs for designing everyday objects isn't new. But a 

light called Jellyfish? Well, that's new! No, we aren't taking you for 
an underwater ride — look at the picture. In this stylised, contempo- 
rary form, the clear acrylic dome represents the thin outer layer of a 
jellyfish, and the stainless steel wires its tentacles. The “lightness and 
grace of a jellyfish suspended in the ocean" that the designer wanted 
to invoke has been captured effectively. He needn't fish for compli- 
ments. The sophisticated execution does it for him. 


! aspirato! 
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THE ZERO-SLIDES- 
PRESENTATION LOOK 

















Soon-In Lee 
Executive MD, Korea Inst. of Design Promotion 


Experience The former head of design at LG has 
been adviser to the 2002 World Cup Design 
Committee; juror, Industrial Art Objects Quality 
Authentication Committee, Korea; and adviser, 
ICOGRADA Congress 2000 and ICSID Congress 2001. 


Comments As aspirations change, we as 


designers have to keep in mind that the country's 


crafts and heritage is brought into any product. 
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Hideichi Misono 
Head, global design, Toyota 


Experience Educated at the Chiba University, Japan. 
With a design degree from the engineering faculty, he 
heads global design at Toyota, as well as Techno Art 
Research, the carmaker's subsidiary design house. 


Comments Design is becoming very personal. 
Therefore, a move towards defining an identity 
which consumers empathise with — for instance, 
the ‘J’ factor for products done in Japan — is 
becoming important. 


























DILEEP PRAKASH 


20 DECEMBER 2004 


To identify India's best design efforts, the JURY 
judging for the BW-NID Design competi- 
tion took place in two phases. In the first 
phase, the information sent by partici- 
pants was reviewed based on technical 
specifications and marks allotted on a 
pre-agreed criteria of innovativeness, 
market acceptability, ergonomics, form, 
function and eco-friendliness. Based on 
the marks scored, the top three products 
were short-listed. A final jury, comprising 
a group of international and Indian de- 
sign consultants (see profiles below), met 
in New Delhi to pick the winners. 









Ravi Hazra 
Professor, Industrial Design Centre, IIT-Bombay 


Experience With a background in architecture (Calcutta University) and 
urbanism (University of Montreal, Canada), he has served on a number 
of international juries and supervised more then 200 industrial design 
projects. 


Comments Increasingly, we are moving towards a world with a 

more demanding consumer. The products that are being designed 
are simple rather than complex. The best designed product is the 
simplest one. 
















Ron A. Nabarro 


Professor, industrial design, Technion Israel Inst. of Technology 


Experience Founder and head of the graduate programme, Industrial 
Design and Design Movement, Technion Israel Institute of Technology, he 
is a recipient of 23 design awards, and has academic interest in design 
management, design for the elderly, and interdisciplinary design. 


Comments Designers think ahead. Design has to be sustainable 
and it has to define the way industry thinks. Green Design is the 
movement in industrial design. Every product that a designer 
makes has to have environment-friendly elements to it. 
















Prof H. Kumar Vyas 


Industrial designer and founder-director, NID 


Experience Generally regarded as the Father of Indian Design. Trained at 
the Central School of Industrial Design, London, he has researched on 
design methodology, design research, design pedagogy and design history. 


Comments A good design product is one which fulfills more than 

it promises — not only in use, but the perceived pleasure is far more 
than expected. The intangibles of design are sometimes a larger 
component than the tangibles. 
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the prize 


HE trophy of the BW-NID Design Awards always becomes a manifestation of 
T the logo itself. It is flowing, wing-like and asymmetrical — representing free- 

dom, and the organisation's willingness to view new, radical ideas, Yet with 
this trophy, a strong sense of balance and stability has also been retained. Episode, 
the flagship design store of the House Of Whorra's, made this year's trophy. Though 
it was initially envisaged in glass, it was finally made of metal. “Since our strength is 
in metals,” says managing director Deepak Whorra, “we chose a metal that was 
ductile, that could be subjected to high polish, that could be coated with other ma- 
terials and could be shaped to give a natural logo. Copper fit the bill perfectly.” 

The seven prototypes of the trophy went through several moulding stages. When 
the right look was achieved, the trophies went into the manufacturing stage. The 
designers decided against sandblasting and hand-fabrication, settling on electro- 
forming to preserve continuity. All 20 trophies were made by depositing metal, layer 
by layer, onto wax models and then draining out the wax. 

Former faculty of the National Institute of Design (NID) Jasjit Singh created this 
year's design. The logo was originally designed by an NID student, Deepa V., under 
the guidance of Vikas Satwelakar, a professor at the institute. m 
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Ph; 91 - 422 - 2273722 to 34 Telefax : 91 - 422 - 2273884 / 85 E- mail : 


LIMITED 304-A, Shanthi Gears Road, Singanallur, Coimbatore - 641 005. Tamilnadu. India 


: info@shanthigears.com Internet : www. shanthigears.com 
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HE next time you plug into your 
Apple iPod, remember that the 
sleek MP3 player is very Indian at 
heart. Three years ago, a group of 80 
engineers at the Hyderabad-based 
Pinexe Systems (then the captive 
offshore development centre for 
Santa Clara-based chipmaker PortalPlayer) designed 
and engineered the chip that powers the iPod. India's 
low-cost resources enabled the team to complete the 


project in one-and-a-half years at an investment of 


$2 million — half the development time and one-fifth 
the cost it would have taken in the US. 

Much like in the case of IT services, India's low-cost 
and highly-qualified resources are sought after even 
in engineering-design services. Designers in this area 
conceptualise and develop components and systems. 
This is the creative stage between R&D and manufac- 
turing, and calls for engineering and mathematical 
skills. For manufacturers, it makes tremendous eco- 
nomic sense. While billing rates for engineering ser- 
vices per employee in the US are currently at $75 per 
hour, in India it is only $25 per hour. Besides, out- 
sourcing to India helps reduce the design cycle time 
by at least 25-30 per cent. 

The service providers in India, on their part, have 
been proactive. Take Aravind Melligeri, founder and 
president of Quality Engineering and Software Tech- 
nologies (QuEST), which is headquartered in Banga- 
lore. He is looking to build a global delivery footprint 
for his company in China and Eastern Europe, and 
snare more than a significant share of the global $15- 
billion-per-year market. QuEST, in its ninth year, pro- 
jects an annual revenue (run-rate) of $22 million. 

In another corner of Bangalore, Tata Elxsi is getting 
ready for the next level of engineering-design services 





in the automotive sector — from basic engineering to 
original styling. "There's a whole range of cars slated 
for launch in 2007-08 where our designers, who are 
onsite (in the US and Europe), have worked on styling 
features," says Nitin Pai, general manager (design), 
[ata Elxsi. As of now, the design work in India doesn't 
involve aesthetic decisions, but that will change in an- 
other two years, he believes. 

Industry experts are also confident that the work 
being offshored will increase steadily as manufactur- 
ers come under pressure to cut costs. Currently, 10 per 
cent of the overall $15-billion market is offshored to 
low-cost locations like the Philippines, China, Taiwan 
and India. The design services done out of India is 
worth almost $200 million, which, experts predict, will 
grow at 20 per cent annually. 

Not surprisingly, venture capitalists like Carlyle 
Asia Venture Partners have placed their bets on India. 
In 2002, it invested in QuEST and has, since then, 
steered the company into China. Says Kanwaljit 
Singh, managing director, Carlyle Asia: "We see India 
emerging as the leader in outsourced industrial de- 
sign services, while China will complement it in terms 
of outsourced manufacturing services." 

Even IT giants are in the fray. Three years ago, In- 
fosys Technologies, TCS and Satyam Computer set up 
engineering-design services practices, and have been 
steadily ramping up their headcount. Infosys has al- 
most 1,000 people, TCS over 2,000, and Satyam more 
than 1,000. In fact, TCS has just clinched a three-year 








^. This sedan, styled by Tata Elxsi, promises to be an 
alternative in a market dominated by utility vehicles 


Imaging: ASHISH SAH 
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These digital models, conceptualised and created by 


Indian engineering-designers, are used as 
references in projects to improve the tractor's 


ergonomics for markets at home and overseas 





contract with Italian car 
major Scuderia Ferrari 
to provide IT and engi- 
neering services to de- 
velop their Formula 1 
car for the next racing 
season. However, the 
.big bovs are focusing 
only on the electronics 
and software sides of the de- 
sign cycle, which means that the 
percentage of intellectual property 
rights work is still very low. Still, compa- 
nies like Infosys are raising the bar, 
working with clients across the value 
chain from concept design to prototyp- 
ing. “A laptop will not be very different 
for India or China, or the US for that 
matter. If it is a global product, a de- 
signer in India is as good as one in the 
US," Pai points out. 

Broadly, engineering designs fall 
into two categories — industrial and 
product. Indian companies have tasted 
a fair amount of success in product de- 
sign of consumer durables and elec- 
tronics. This constitutes bulk of the 
work outsourced to India, and includes 
chip design, embedded software design 
and basic external aesthetics. 





{rust 


From GE Aircraft Engines to GM, 
manufacturers worldwide are 
outsourcing engineering-design to 
India. A look at the shape of things 
to come. By Snigdha Sengupta 
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Experts say it is only a matter of time 
before the focus in India shifts to indus- 
trial design. Globally, it has two major 
segments — automotive (68 per cent of 
the market) and aerospace design (16 
per cent). The sector is still unorganised 
in India, but companies like QuEST are 
trying to change that, and are preparing 
in right earnest. Last year, Melligeri 
spent more than three months at the de- 
velopment centre in Bangalore to over- 
see the restructuring of his company. 
[his meant changing its geography 
based system to one based on strategic 
business units with verticals for auto, 
aerospace, energy and power. 

The aerospace sector — where 
QuEST does detailed design on aircraft 
engines and structures for customers 
like GE Aircraft Engines and Nordham 
— already brings in 30 per cent of its rev- 
enues. “In the next 36-60 months, some 
of the next generation aircraft that will 
hit the market will have components 
designed in India, making up at least | 
or 2 per cent of the whole. From zero, 
that's a significant step," says Melligeri. 

Further, QuEST's network of ven- 
dors in countries like China will allow it 
not just to take on engineering design 
work, but to also develop prototypes 
and outsource the manufacture of these 
components. "China will contribute 20 
per cent of our revenues over the next 
two years, says Ajit Prabhu, co-founder 
and CEO, QuEST. Ten per cent of the 
3,000-strong workforce that it plans to 
grow to over the next five vears, will be 
located in China. "We will outsource the 
manufacturing, but take responsibility 
for quality, warranty and delivery time- 
line," Melligeri says. 

But what is driving manufacturers to 
push work to low-cost locations like In- 
dia and China? Let's first take the aero- 
space sector. Here, the defence segment 
accounts for 50 per cent of sales, where 
growth is stable. On the other hand, a se- 
ries of external factors in the commer- 
cial aircraft segment has driven engine- 
ering-design work offshore. Following 
9/11, the SARS outbreak, and the US-led 
war on Iraq, there was a prolonged slow- 
down in the travel industry. In 2001, 
Boeing and Airbus saw orders for new 
aircraft plummet by 40 and 28 per cent 
respectively. Manufacturers were com- 
ing under intense pressure to cut costs. 

The travel business has recovered 


since. In fact, Boeing 
and Airbus are in the 
process of rolling out 
the new 7E7s and 
A380s. Still, cost cut- 
ting is top priority. And 
what better way to do 


DIDON ipia 
awaens 


Businesswork! 


— [m 008 — mem 





so than outsourcing the manufacture of 


components and design? The business 
dynamics of aerospace are unique to 
the segment — volumes are small, but 
the design content is very high. 
Whereas, in the automotive segment, 
for instance, companies manufacture 
products in millions and spread the 
costs over a large base. Aerospace engi- 
neering has no such benefits because 
manufacturing is limited to a few hun- 
dred. The initial investment is $5 billion- 
10 billion, with design and development 
costs divided between 50 and 100 units. 
This also means that the returns for 
companies like QuEST are much higher. 
Manufacturing here is split into aero- 
engines (GE Aircraft Engines, Pratt & 
Whitney, and Rolls Royce), air framers 
(Boeing, Airbus, Bombardier and Ces- 
sna), accessories like hydraulic and 
ground support equipment. 
QuEST has been operating in the 
aero-engine space. "Our entry 
point was turbo engines," says 
Prabhu. It is now trying to diversify 
into air framers, and is in talks with 
companies in the US and Europe. “Next 
year, we will have one or two of these cus- 
tomers in our kitty,” says Prabhu. 
Meanwhile, Tata Elxsi is ex- 
cited by the growth prospe- 
cts in automotive design. 
The services provider al- 
ready has a tie-up with 
Alias Wavefront to dis- 
tribute its software, used 
worldwide by stylists in 
car companies, in India. In 
the last 10 years, it has 
helped Indian companies — Mahindra 
& Mahindra and Tata Motors — and 
MNCs in India integrate Alias's software 
into their systems. In 1997, Tata Elxsi 
decided to start charging for support 
and training. "We realised that the 
Indian market would not offer 
enough business. Our USP was that 
we are an engineering company. We 
have software and electronics devel- 
opment, and can take even that for- 
ward. We can offer design both in 


aesthetics and engineering," Pai says. 
But its ambition to move up the 
value chain into styling was not enough. 
Tata Elxsi decided to influence the 
learning cycle in its target markets. For 
this, it hired its first set of industrial de- 
signers three years ago, and sent them to 
work at automotive design studios in 
the US and Europe. "We had people 
working in GM and Ford. The wheel is 
now turning," says Pai. And it has come 
full circle. GM has opened up a styling 
support division in its technical division 
in India. And Tata Elxsi now has design- 
ers working there as well as in the US. 
Industry experts put this down to 
our engineering designers being more 
flexible than their western counterparts. 
Typically, they do not focus just on 
aesthetics, but more on commercial via- 


v A sports car, modelled and rendered using a 
digital software from Alias Wavefront. The detailing 
of features in the car console (centre) was done with 
current models in the market as reference points 
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bility. This has a lot to do with the train- 
ing in India. The Industrial Design Cen- 
tre in IIT-Bombay, for instance, runs à 
postgraduate programme which makes 
an engineering degree necessary as a 
pre-qualification. The designers who hit 
the shop-floor, therefore, have a more 
holistic approach. The frugality of the 
industry in India has also worked in its 
favour. "The industry here has never re- 
ally had large departments or enough 
staff in R&D. Budgets have always been 
tight. So, designers have always had to 
do alot more than sketching." Pai notes. 

Already, automotive engineering 
deals are being outsourced to India in 
large numbers. The electronics content 
in a car constitutes about 30 per cent of 
the design work. Nearly half of this is 
coming to India, either through captive 
centres like Ford's in Chennai or to 
third-party players. Software makes up 
4-5 per cent of the overall component, 
and about 30-40 per cent of the design 
work is outsourced to India. 

The mechanical content (where the 
moolah is) constitutes bulk of the de- 
sign cycle. This is further split into 
engineering, manufacturing and 
styling. About 20-30 per cent of 
engineering is already outsourced 

to India. The industrial designer at 
the GM or Ford studio etches the 
original concept, and detailed en- 
gineering work is sent to India. Tata 
Elxsi has the largest team of designers in 
India at 22, half of whom are stationed at 
studios overseas. Styling is 

the next big step. 

Overall, the Indian 
market has all the three 
categories of players in the 
engineering-design cycle 

— the independent design 
houses doing detailed work, the 


interface software-design companies, 
and firms that specialise in electronic 
components. Most of these — barring 


players like QuEST, Tata Elxsi and the IT 
majors — are small outfits with limited 
resources, like Icarus Design in Ban- 
galore and Onio Design in Pune. The 
trick lies in integrating all the cate- 
gories, and offering an end-to-end 
service to customers. 
When and if that happens, In- 
dia would have replicated the suc- 
cess of IT services in engineering 
services as well. Ld 


PROMOTIONS 





Tata Elxsi has been associated with Automotive, Product and Packaging Design in India for a decade now and has 
helped showcase Indian creativity and Industrial Design to the world. 





eeking design solutions in product 
and packaging? Or in the automotive 
business? Or R&D services? Your 
search can end with Tata Elxsi Limited, the 
one-stop product design arm of the $11.2 
billion Tata Group that offers cost-effec- 
tive time to market solutions for industries 
spanning from automotive to aerospace, 
FMCG to consumer electronics and enter- 
tainment. 





An Integrated Approach 


Unlike the ubiquitous small design firms 
which typically have 1-2 designers provid- 
ing concept design and very little else, the 
Tata Elxsi design team is backed by an in- 
house engineering 
team that provides 
clients with final 
detailed designs 
| that enable com- 
plete func- 
tional 
and 











manufacturing reli- 
ability. 

This is coupled with the lat- 
est digital tools and technologies that help 
visualize and validate products faster and 
better. These include digital tools like Alias, 
Catia, Unigraphics, I-DEAS and Pro-En- 
gineer — the industry standards for product 
and automotive design. 


Tata Elxsi also houses state-of-the-art rapid 
prototyping facilities that help clients vi- 
sualize and test-market products well be- 
fore committing to production. 















This unique integrated design approach and 
digital design tools allow clients to opti- 
mize product concepts early in the design 
process and significantly improve product 
quality while reducing overall product 
development time and cost. 

Besides, adherence to strict Quality pro- 
cesses has enabled the company to be cer- 
tified at ISO 9001:2000 and SEI CMMI 
Level 5 for product design and develop- 
ment. 


Innovation is Key 

Design for innovation is one of the key 
strengths of Tata Elxsi, which draws from 
its multi-disciplinary team of designers and 
engineers from various domains, to provide 
the client with solutions and ideas that help 
differentiate his design from the rest of the 
market and focus on addressing the real 
needsof the final consumer, while maintain- 
ing levels of cost and technology that the mar- 
ket today demands. 

Tata Elxsi has been involved in developing 
Intellectual property and Patents for its cli- 
ents on products as diverse as Talc Packag- 
ing and Mobile Phones. 


Global Market - 

Global Design Experience 

The highly creative team at Tata Elxsi has 
provided solutions for companies as diverse 
as Kenstar, Unilever, Ranbaxy, Maytag. 
Lifesize and Emami. Tata Elxsi is strongly 
associated with Transportation Design and 
Styling services for OEMs across the world, 
including General Motors, Ford, Jaguar and 
Land Rover. 


Concept Digital Model for a Sports car, 
modeled and rendered on computer using Alias 
















What's more, the company has worked on 
projects in diverse countries, from UK, Italy, 
Germany, Belgium and Finland, to the 
US and Japan. to Thailand, Vietnam and the 
Philippines 

This experience enables the design team to 
bring in more global and contemporary de- 
sign influences and trends, as well as cut- 
ting edge technology, that helps clients de- 
velop products that can compete in the glo- 
bal market. 


Headquartered in Bangalore, India, the com- 
pany is supported by a strong network of over 
20 offices worldwide, state-of-the-art design 
and development centers in Bangalore and 
[hiruvananthapuram in 
a team of over 1300 designers and engineers 
Tata Elxsi's local presence in the USA, UK, 
Germany, Canada and Japan assures easy ac- 
cess to the company's global customers as 


India, and 


well. 

Organizations 
can experience 
the Tata Elxsi 
design process 
at its Design 
Center in Ban- 


galore. 
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CORPORATES REALISE THAT IT TAKES MORE THAN A LOGO NEELIMA MAHAJAN 


HAT's in a name? Lots, if 


you ask Himalaya Herbal 

Healthcare president and 
CEO Ravi Prasad. To understand why, 
you have to go back a couple of years to 
when Himalaya products were still 
sold under the Himalaya Drug Com- 
pany name and a 60-year-old logo. But 
by 2000, Himalaya had expanded into 
personal care products and was selling 
in 50-odd countries. Clearly, there was 
a mismatch. "We were still perceived as 
old, tired and fuddy-duddy, says 
Prasad. So he roped in Bangalore- 
based consultants Ray+Keshavan 
(R+K) to recast the brand. 

In one year, everything about Hi- 
malaya — the name, logo, stationery, 
visiting cards, offices and retail stores 
— was overhauled. The effort has paid 
off. “Earlier, our sales were growing at 
12 per cent a year. After the makeover, 
it's at 25 per cent," says Prasad. 

Like Himalaya, over the past 4-5 


years, several Indian companies have 
started taking their brand identities 
more seriously than ever before. Ear- 
lier, many thought that the logo alone 
conveyed the identity. "People used to 
say, Just make some logo, and thought 
that was all they needed," says An- 
thony Lopez, CEO of Lopez Design, 
who has worked with clients like 
Whirlpool and TI Cycles. The aware- 
ness that identity stretches to every 
point of communication — the name, 
type-faces, colours, office décor, uni- 
forms, website — is dawning only now. 

[hat realisation has fuelled a boom 
in the design industry. Brand designers 
estimate their own domain to be worth 
about Rs 250 crore now, with design 
consultancy raking in Rs 100 crore- 150 
crore. This includes projects handled 
by international players like Wolff 
Olins, Landor Associates and Minale 
Tattersfield for multinationals or large 
Indian corporates. Each project earns 


between Rs 10 lakh and Rs 4 crore. A 
decade back, brand identity earned 
just 20 per cent of the Pune-based Ele- 
phant Design's business; today, it earns 
65-70 per cent. 

Fuelling the boom is greater aware- 
ness about brand identity among cor- 
porates and stiffer competition at 
home and away. Bajaj Auto is a case in 
point. The company realised in the 
mid-1990s that its image as an old 
scooter maker just wasn't working. It 
had already refocused to target younger 
customers and even the average age of 
its workforce had come down. Most im- 
portantly, it was trying to enter a new 
business: motorbikes. Hence, Pune- 
based Elephant Design, after a series of 
surveys conducted within and outside 
Bajaj Auto, laid out a new brand map 
and overhauled the company’s visage. 

While bulk of the work in brand 
identity design now happens in con- 
ventional areas like individual brands 


A DIFFERENT CHALLENGE: MAKEOVER OF A NATION ivoTi THAPA MANI 





The Aboriginal flag 

(in the window), 

designed by Harold 

Thomas, is only one 

of the ensigns repre- 
| senting Australia 


REUTERS 
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HE image we have of a country 
influences how we view it as a 
place to sell to, study in, invest 

in, buy from, or visit. Surely, a lot is at 
stake for the country. Some countries 
— among them the UK, Singapore, 
Spain and Vietnam — have recognised 
the importance of national identity 
and have undertaken massive exercises 
to revamp their national ‘brands’ 
Vietnam, for one, has recently 
undertaken an exercise to dispel its 
image as a closed economy that is still 
associated with old-era communism. 
Another nation that has been 
debating its identity and branding for a 
long time is Australia. As a former 
British colony emerging as a developed 
nation with large indigenous and 


(roughly 20 per cent), corporate identity 
(20 per cent), or retail identity (60 per 
cent), there's a clutch of design houses 
that work on large-scale projects, move- 
ments and festivals. Mumbai-based Ra- 
bia Gupta Design, for one, has worked 
on projects ranging from those for the 
Dabhol Power Corporation to the Kala 
Ghoda Festival in Mumbai. Esign, a 
Bangalore-based company, has worked 
on Bangalore Forward, a movement to 
raise living standards in the city. 

Some have even started working for 
clients abroad. R+K, which now earns 10 
per cent of its revenues from overseas 
clients, expects the share to climb to 25- 
30 per cent next year, with big-ticket 
work coming from Africa and China. Ra- 
bia Gupta Design already rakes in 30 per 
cent of its revenues from overseas retail 
and tourism companies based in Eu- 
rope, Africa and Sri Lanka. 

So, apart from growing the pie, 
what's the next challenge for this emerg- 
ing cohort of brand designers? Branding 
a nation, perhaps? m" 


immigrant populations, Australia has 
grappled with the issue for centuries. 
Most visible in the publics recent 
consciousness has been the use of 
emblems to celebrate the 2000 Sydney 
Olympic Games and the 2001 
Federation Centenary. While the 
organisers of the former chose a 
kookaburra (named Olly), a platypus 
(Syd) and an echidna (Millie) as 
mascots, those of the latter chose a 
logo in the shape of Australia. The 
colours in the logo reflected the 
Australian landscape: green for the 
tropics, red and ochre for the desert, 
and blue for the coast. An eight- 
pointed star recognised the country's 
eight states and territories. 
Commemorative coins were also 
issued. Even earlier, in anticipation of 
the large number of visitors to the 





Himalaya has gone in for a com- 
plete makeover — even in its name 


EYE 


ma 


Olympics, the country had put out 
Brand Australia, with a logo that 
sported a kangaroo under a blazing 
sun. Even provinces like Western 
Australia took the cue and put out their 
own brands to attract business. 

But while all these efforts were large 
in themselves, they projected disparate 
images and evoked mixed reactions, at 
home and away. 

The reason for disparity runs 
deeper than just the choice of an 
image. At the heart of the debate on 
Australian identity is the issue of 
aboriginal rights. The debate acquired 
a sharper edge in 1971 with the 
designing of an Aboriginal flag by 
Harold Thomas. On the flag, black 
represents the aboriginal people, red 
the earth and the Aborigines’ spiritual 
relationship to the land, and yellow, the 
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Bajaj Auto changed its 
logo and colours to 
attract a new clientele 


hb | 





sun. Thomas refused an earlier 
government offer to place his flag at a 
corner of the current Australian flag, 
replacing the Union Jack. After intense 
lobbying for decades, in 1995, the 
government recognised Thomas's 
ensign as a ‘Flag of Australia 

Now, aboriginal identity is being 
imprinted more vigorously and 
variously in public consciousness. 
Names of places are being changed 
(from Geraldine to Galena, or from 
Hettie to Pithora); railway platforms 
have been decked in ethnic and tribal 
engravings and inlays. 

In effect, the debate rages on as 
Australian national identity 
continues to morph. e 
Meanwhile, a nation awaits 
a brand of itself, for itself, 
and by itself. 
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explores the 
world of 
colour appli- 
cations and 
the changing 
palette 






REENS and blues will soothe vou whereas reds will 
stir vour passions. That has been known for ages. 
But the colour research industry has been growing in 
sophistication since the time when designers 

figured out that colours influence moods. Today, 





there's research on every hue — from burgundy to ochre to lime 
green — giving a whole new meaning to the designers or the 
marketer's colour lexicon. Today colour is becoming more clear, 
therapeutic and nurturing. Genderless colours are in vogue. 
Green is in and not just because of environmental significance. 
Read on to get a sense of the direction the palette is taking. 
Colour and The Consumer: Marketers today are more con- 
scious about the changing colour choice of consumers. They are 
aware that consumers are breaking away from chroma-phobia or 
colour-fears and going for brighter and sophisticated colours, 
which, in turn, is getting reflected in product colours (see 
box). Rich reds, innocent pinks, therapeutic blues, soft 
greens and a jolting neon yellow are in. Enhanced hues 
such as copper, glassy, hyper green, aluminium and 
tusk offer consumers luminous and metallic op 
tions. Though the palette is divided by industry. 
there are similarities and overlaps. 
Home fashion will focus on 
freshness and elegance. Urban 
PF. VR à homes will be using neutral 
he A tones, softer bright tones, and 
A l warm reds. Transportation 
Psy i uit s colours will be visually soft, and 


NEA eae unify interior and exterior colours. 
u^. —* i i i > à; 
— Communication/ graphics will 
CT wwe X emphasise confidence. Fashion will use 
POR. J $ mid-tone hues to reflect comfort, 


security, solidity and spirituality. And 
finally, yellow — the colour that was a 
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social outcast — is set to make a big 
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comeback. Witness the patterned look of the mobike below. 

This year the Pantone Colour Institute —the world- 
renowned authority on colour — has created eight “most 
directional” colour palettes: Natural Instincts, Beach Retreat, 
Global Warming, Enhancing Hues, Sweet Stuff, Creature 
Comforts, Streamlined and Finishing Touches. Each has a 
touch of the unexpected. For example, while “Global 
Warming” is very much about the red family, it receives an 
unexpected bolt of electric blue. 

Consumer choice in colours is also often guided by 
movies. For instance, the animated Shrek, with his bright 


 — $ . > TT 
green colour has widely influenced accessories, cars, utility 


items and even home décor. Similarly, Spiderman brought 
back red garments into childrens fashion. 

Colour and Culture: The Asian aesthetic is becoming 
more and more important in global design movements. 
Feng Shui and the Japanese wabisabi — or appreciation of 
the beauty of things imperfect — are influencers. Vaastu 
practices have made people turn to the colour green for 
health and fertility and yellow for prosperity. 

Colour and Light: Radiance is a big influence. If vou can 
create the illusion that light is coming through colours, the 
colour becomes less important and the shape takes over. 
The Jellyfish lamp, featured in earlier pages, is an example. 

Colour and Texture: Texture is used to accentuate 
colour. Aquamarine or ‘mist’ green blue is the colour of the 
future, but with a textured effect. Texture will also be the 
defining element in how to use black in new ways in design. 

Colour and Cars: Colour is an important deciding factor 
in automobile buys. According to a global market popularity 
survey done by PPG Industries, this year silver topped the 
charts in all vehicle segments. White came second, succeed- 
ed by black and then came the 'natural' colours — gold, 
copper, champagne — followed by blue and green.The next 
generation of automotive colours 
will reflect a 'bright 
and vibrant 
outlook 
with shades 
ranging from y 
rich mahogany, gold 4 
green and ‘techno | 
aquamarine' to 


delicate 
yellow W p^ e 






















COLOUR TRENDS 


Indian firms are realising that 
the right colours will help them 
sell better, finds Aditya Khanna 


MAGINE a company actually phasing out its 

white-coloured refrigerators! Weren't whites, greys 

and beiges staple colours for the product in India? 
Well, no more. LG, for one, plans to withdraw whites 
in favour of reds and even greens. 

There is sound logic to the move: Last year, red- 
coloured refrigerators accounted for 60 per cent of 
LG's sales volumes in southern India. And the Korean 
firm hopes its green-coloured refrigerators will find 
favour in Muslim-dominated cities like Hyderabad 
and Agra, given the colours religious significance. 

LG is not alone in trying out bold new colours in a 
bid to shore up its topline. More and more consumer 
durable companies in India are now dipping into the 
colour palette to launch products in imaginative hues. 

Take Parryware, which has increased its number of 
sanitaryware colour offerings from 17 to 23 in the last 
two years. While the lower-priced whites account for 
70 per cent of sales, other colours are slowly inching 
up. Even its burgundy-coloured sanitaryware, priced 
250 per cent higher than the whites, find buyers. 

Automobile firms were among the first to realise 
the significance of a dynamic colour strategy. 
Mahindra & Mahindra, for instance, launches new 
colours every six to eight months. Says Rajesh 
Jejurikar, V-P(marketing): "The two-tone premium 
colours (red/gold and gold/silver) we launched last 
year account for 40 per cent of our business today." 

What all this signals is that Indian consumers are 
finally shedding their inhibitions and eschewing ‘safe’ 
whites for exciting oranges and pinks. Paints major 
Asian Paints did a survey probing the reasons for this 
shift. Sixty-two per cent of the people interviewed 
listed personal inspiration as the main factor behind 
their colour choices. The study also found that the 
emergence of the great Indian middle-class of 250 
million consumers was leading to changing lifestyles 
and bolder choices. Plus, women and children now 
had a greater say in decisions relating to home décor 
and appliances contributing to the colour shift. 

Television, films and the Internet have exposed 
Indians to bolder hues, fuelling a willingness to try 
brighter colours. Add to that the strong cross cultural 
influence — more and more tourists are coming to the 

country exposing Indians to 
their sense of aesthetics. And 
finally, malls and multiplexes 
in bold colours — Barista 
(orange) and Mocha 

(red) — have had a 
spin-off effect onto 
people's 
homes Wm 
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The very 
nature 
of your 
business 
changes 
as you 
grow — 
in an 
oddly 
predictable 
way 








HERE is a first rule of threes I have 
— and I'm not sure I've written 
about it yet. Maybe, I'll write about 
it after this one. (Who says the Ist 
has to come before the 2nd?) 
First, a little background. For the last seven 
months, I've been getting my hands dirty with a 
start-up — actually running one after a gap of a 


few years when I lazed about, watched the grass | 


and my kid grow, and basically let my co-pro- 
moters at investee companies do the dirty work. 

This company, as usually happens, had 
grown. We were now hiring our tenth person, 
and needed a bit ofa structure and some sort of 
reporting and systems in place. When people 
crowded into a room for an all-hands meet, it 
was beginning to seem like a crowd. 

I sensed the change in mood of the people 
who were there from the beginning. It wasn't the 
company of a few months ago where people 
stayed late, talked about cabbages and kings, 
and occasionally did some work. We had grown. 

This somewhat established, for me, my sec- 


of threes 


ond rule of threes. When you start a business | 


and have three people or so, there is all the free- 
dom in the world and all the variety. My first 
hire, a software person, had to go find the elec- 
trician for the office and bargain for curtains 
and decide what was needed for the fridge. 

Now, that we have passed the 9 mark — 3 
times 3 — a different set of systems come into 
being. All-rounders are forced into specialist 
roles. A software person now just does code. A 
marketer, well, just markets. The first company 
e-brochure happens. There is actually a devel- 
opment schedule that you have some sort of 
distant faith in. There is also a guy whose job it 
is to fill the fridge and get stuff from it for you. 

If the business continues to grow — and | 
hope it does — I can see the changes probably at 
the 25-30 person level (ves, 27 is the next mul- 
tiple). We need structured departments. The- 
rell be (oh god, no!) an admin, HR and accounts 
function. There'll be more friction as some will 
insist that others come on time and this flexi- 





time place will begin to look like a regular 9-to-5 
place for entrants. People won't need to be con- 
vinced to join. B-school grads wont ignore you. 
Clients will actually start trusting us to deliver. 

The next big barrier and change will hit 
around the 80-person mark. (81 = 27 x3 - keep- 
ing track?) By now, there will be regular client 
managers. There will be senior vice-presidents 
of various functions. Each of them will regularly 
hold department meetings. You'll do a HoD — 
heads of department — meeting regularly. Big- 
ger clients will now let you in their doors. At this 
time, typically in India, investment bankers 
start making noises around you. You — hubris 
of all hubris — will get a secretary or executive 
assistant, and people will start calling her to 
reach you. You'll start getting invited to indus- 
try fora to speak. 

The next big change is at 3 times that — 
about 250 people. By now you are a serious 
business. You start new offices and locations. 
You eye the markets for funds. You dress a little 
more seriously — and sadly, take yourself so, 
too. You no longer know the name of everyone 
who works in the firm. You keep your ears 
peeled at work, for this is when office politics 
starts making the rounds. You set up a 'plan a 
company holiday' committee. 

There's another change around the 700-750 
mark. Auditoria are hired for offsite meetings, 
the place looks like a factory. You start thinking 
of succession plans — maybe, make yourself 
chairman and find a pro to execute better than 
you. I'd assume there's a huge change again at 
the 2,000 people or so mark, and at the 7,000 
mark, though I must confess that my compa- 
nies and experience haven't reached that far. 

Thesame company, at different sizes, needs 
vastly different types of management. That's 
why few entrepreneurs build 7,000-person 
companies — you need to morph from all- 
rounder to senior statesman, and have all these 
multiple personalities inside you. 

The trip is great fun though — don't think 
twice. Try three times? Li 
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“There are thousands in the phone booth 
/Thousands at the gate/ Everybody wants 
to make a long-distance call/ But you 
know they're just gonna have to wait.” 


HEN Bob Dylan crooned 
these lines from ‘Long 
Distance Operator, he 
could well have been 
singing about the average 
Indians experience with 
the erstwhile PSU, Videsh Sanchar 
Nigam (VSNL), not long ago. Both Dy- 
lan and the Indian public had the same 
feelings: they were desperate to make a 
phone call. The sluggish VSNL just could 
not deliver. 

In the span of a few years, VSNL has 
changed rapidly, especially since being 
taken over by Tata Group. The extent of 
that change could be seen in October 
2004, when VSNL bought Tyco’s under- 
sea submarine cable system, called Tyco 
Global Network (TGN). The network is 
the largest of its kind and its cables 
snake around the Atlantic and the Pa- 
cific Oceans for 60,000 kms. 

Over the next year, VSNL will need to 
wade through a maze of regulations and 
country permissions. Till then, the com- 
pany needs to maintain an arms length 
relationship with TGN, its 200 employ- 
ees and global clients. But once it ac- 
quires control, TGN will leap-frog VSNL 
from an India-centric telecommunica- 
tions company to a global one. Says 
chairman Ratan Tata: “We plan to be a 
global end-to-end supplier of commu- 
nication solutions.” 





That is a pretty grandiose statement 
for a company that, till 2002, was an 
over-staffed PSU with little to show ex- 
cept a declining international long-dis- 
tance (ILD) business, a dial-up Internet 


subscriber base and a basic suite of | 


bandwidth offerings. To really leverage 
this new infrastructre backbone, VSNL 
needs to transform its business model 
to offer services ranging from sophisti- 
cated corporate data to the consumer- 
centric retail broadband. 

If all goes well, VSNL hopes that its 
topline — which has been crashing as 
of late — will come back to the FY 
2003 level of Rs 4,500 crore in the next 
few years. On paper, the strategy is 
smart. VSNL owns the bandwidth cap- 
acity through TGN and now needs to 
manage its through-put. Some traf- 
fic will be generated by VSNL itself and 
the rest of the capacity will be sold to 
clients as raw bandwidth. VSNL's man- 
agement fig-ures that they have the 
required skills to utilise this asset. Says 
N. Srinath, director (operations), VSNL: 
“We already are a telecom services com- 
pany. This is what we do day and night 
— sell bandwidth.” 

In reality, filling up cables that encir- 
cle the globe will not be an easy job. If 
things dont go as planned, TGN is going 
to hang heavy on VSNL's bottomline. 

On the face of it, 
VSNL got the asset at 
trough rates. Built at 
the peak of the Inter- 
net boom, TGN' ca- 
bles cost almost $2.5 
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billion to build. At $130 million, the asset 
cost for VSNL is peanuts — 5 cents to the 


| dollar — on par with the $211 million 


and 6 cents to the dollar that Reliance 
Infocomm paid for Flag Telecom early 
this year. So obviously, TGN was a great 
deal — but was it a good buy? 

The catch is that the cost of operat- 
ing and maintaining TGN is stiff. It ran- 
ges from 2 per cent to 3 per cent of the 
original, $2.5 billion asset cost year-on- 
year. VSNL must generate more busi- 
ness to make this up. Reliance has the 
same challenge, but Flag is not nearly as 
extensive as TGN. 

Also, over the past few years the sub- 
marine cable system business has been 
battered due to excess capacity. Accord- 
ing to TeleGeography, a submarine ca- 
ble research firm, trans-Atlantic capac- 
ity increased 14-fold since 1999 and 
trans-Pacific capacity increased 24-fold. 
As a result, prices have crashed and 
bankruptcies bloomed. Lease prices are 
one of the best indicators of the busi- 
ness: an average New York to London 
STM-1 circuit price declined from 
$6,039 per month in Q1 of 2004 to $4,461 
in Q4. The median price of a link 
between Los Angeles and Tokyo fell 
56 per cent in 2003. 

A TeleGeography press release after 
the acquisition is cautious: “VSNL is 


With Tyco almost in the 
bag, VSNL has started 
scripting an audacious 


new global gameplan. 
By Radhika Dhawan 










TYCO’S WORLD- 
WIDE NETWORK 


* Competition has e 


increased far away from the 





e The launch of the Tyco Trans- 
Pacific cable in December 2002 
has added further impetus to 
the price wars. This portion is 
critical to VSNL's Asian strategy 
in capturing traffic from boom- 
ing broadband countries like 
Korea and Japan 


Atlantic on the Intra Asia 
cables. Prices on various 
routes, including Hong Kong- 
Taipei, Singapore-Tokyo and 
Taipei-Tokyo fell by more than 
60 per cent. 





*Red line indicates pipes which Tyco has access to through long-term contract 


taking a long-term view in this acquisi- 
tion, since there's currently little profit to 
be made in the hyper-competitive sub- 
sea capacity market." In the long-term, 
VSNL is betting on bandwidth require- 
ments going up sharply, thereby stablis- 
ing the market. 

It is not alone in any of this. Reliance 
Infocomms plan for Flag mirrors VSNLs 
business model. Bharti Televentures has 
launched a broadband service, and sees 
itself as a corporate service provider. Co- 
mpanies like BSNL and Hathway have 
ambitious broadband plans. Satyam In- 
foway has a very successful business in 
managed services like virtual private 
networks (VPNs) in India, exactly the 
kind of offerings VSNL is planning. 
That's not all. Globally, most major tele- 
com carriers are trying to build them- 
selves into integrated communication 
providers. For VSNL, the trick will lie in 
the execution. "It all depends on how 


| well VSNL manages to pull together and 
connect the various pieces of this strat- 
egy,” warns K.A. Chaukar, managing di- 
rector, Tata Industries. 


The Evolution 


the pinch of falling settlement rates. 
Since April 2002, when ILD was opened 
up, its operating income has been de- 
clining each successive quarter. VSNL 
had to increase wholesale traffic vol- 
umes to make up for the losses. 

One way to do so was to aggressively 
grow its share in the national long-dis- 
tance (NLD) traffic, for which you need 
to get two things right — capturing the 
traffic and having the network. Outside 
of BSNL, Reliance has the most exten- 
sive NLD network so far, but VSNL is try- 
ing to close the gap. It has already pum- 
ped in about Rs 300 crore to set up its 
network. In April 2004 it inked a Rs 500- 
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Not long ago, the company was feeling | 


; eThe launch of the Atlantic 
Grossing 1 cable in 1998 

» started an era of extreme com- 
petition on the Atlantic Route. 
Example: the median circuit 
price between New York and 
London declined approximately 
26 per cent in 2003 








Source: TeleGeography 


crore deal with Bharti for 1,00,000 km of 

fibre on its NLD backbone, which gave 
, coverage over 200 calling areas and kept 
it ahead of roll-out obligations. 

But will the extra capacity be used? 
For one, carriers like BSNL, Bharti and 
Reliance won't give VSNL their originat- 
| ing traffic — they have their own NLD 

networks. Tata Teleservices would have 

been the perfect vehicle for routing traf- 

fic, but the company does not have any 

mass customer-base worth counting on 

, and is still struggling to get its mobile 

services off the ground. That leaves the 

private non-aligned parties like Idea 
Cellular to compete for traffic. 

Also, over the past few months, 

VSNL has set up voice pops (data aggre- 

gating points) in the major aggregating 

, countries like the US. This will help cut 

out middlemen. For instance, in the US, 

if the traffic originates with a Verizon, 

| the carrier hands over the call to an in- 
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(L) N. Srinath, director (operations), 
VSNL, (R) Sandeep Mathur, president, 
Tata Indicom Enterprises Unit 


ternational carrier that gives him the 
best deal, like MCI or AT&T. These carri- 
ers, in turn, come to India and hand over 
the traffic to a VSNL or Bharti. A local 
presence cuts out intermediaries like 
MCI and AT&T. Says Srinath: "This way | 
can pick up traffic from those home 
countries. It gets me directly to the 
source." That allows them greater lever- 
age over pricing and margins. 

Yet, growing wholesale traffic was 
not going to be enough. Although it 
adds to the topline, it barely contributes 
to the EBIDTA. Some other concerns 
worried management as well. In the 
de-regulated environment, nothing 
could stop an AT&T or an MCI from 
coming into India and acquiring their 
own ILD licenses for a piffling $25 mil- 
lion, instead of handing traffic over to 
VSNL or Bharti. 

Brainstorming at Bombay House 
and VSNL in the second half of 2003 ini- 


HEMANT MISHRA 


titally resulted in a model where VSNL 
would be a regional supplier of commu- 
nications and bandwidth. Its band- 
width reach in Asia was already pretty 
impressive. All its bandwidth availabil- 
ity was in and around India — Europe to 
India, Asean to India, but it never had 
anything on the Atlantic routes. But that 
would not have been entirely tenable. 


Diverse services, diverse competition 


VSNL'S business 


e international 
long distance 
business 


è National 
long distance 


business BSNL 


è Retail broad- 
band 


è Enterprise 
business 





Key competitors 


€ Reliance Infocomm, | 
Bharti Tele-ventures 


€ Reliance Infocomm, 
Bharti Tele-ventures, 


e Reliance Infocomm, 
BSNL, MTNL, Bharti 
Tele-ventures, Hathway | 


e Satyam Infoway, 
Reliance Infocomm, 
Bharti Tele-ventures 


How VSNL stacks up 


e Significant pressure from 
l international settlement rates. 


| € VSNL does not have the 
advantage of access to a large 

| base of fixed-line consumers 

| from Tata Teleservices. 


e Possibility of unified license 
regime may make it attractive 


for sole-cellulars like Hutch. 


e Reliance Infocomm has the 
best network. But VSNL's 
international bandwidth 
availability is much better. 


e Same Tata Teleservices 
access problem as in ILD. 


e Same unified license 
problem as in ILD. 


e The last mile is a significant 
challenge for all private players, 
as is low PC penetration. 
Formidable threat from BSNL's 
last mile access. 


— 


@ This is the are of stiffest 
competition. VSNL has the 
infrastructure with Tyco, but 
needs to leverage organis- 

| ational skills to tap this market. 
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For example, a company like Microsoft 
would have connection needs globally, 
and not just regionally. It was with such 
clients in mind that VSNL decided to go 
all out. Says Sandeep Mathur, president 
(corporate division): “The fact of the 
matter is that if we remain an India-cen- 
tric player, we have organisations which 
have world-wide requirements. The 
idea is to have a greater control on that.” 

Fortunately, the demand and supply 
situation for bandwidth supported its 
ambitions. Surfing websites accounts 
for a majority of bandwidth usage in 
submarine systems, and this has been 
surging recently thanks to the explosion 
of broadband in countries like the US, 
Korea and Japan. Analysts expect that 
the capacity of lit bandwidth (which 
means ready for use) could run out by 
2007 on major routes. In India, the gro- 
wth of the BPO and IT industries have 
led to bandwidth requirements boom- 
ing. Nasscom figures that the demand 
for international bandwidth will grow 
six-fold in the next five vears. 

With this in mind, VSNL commis- 
sioned a pipe between Chennai and 
Singapore, which, incidentally, Tyco 
built. But that still left the question of 
having global pipes. When the team was 
doing the math of whether to lease or 
buy their required capacity, TGN came 
into the market. VSNL was up against 
Singapore Technologies — which had 
bought a competing network called 
Global Crossing a few months ago — 
and Pivotal Equity Fund, a private eq- 
uity fund. VSNL prevailed and finally 
snapped TGN up for $130 million. Says a 
Bombay House official: "It would have 
cost us more or less the same to lease 
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Program Program Director Dates Ey | 
Banking in the Changing Environment Prof. Ajay Pathak January 7-8, 2005 
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Finance for Marketing Professionals Prof. Anindita Sen January 18, 2005 
Marketing of Services Prof. D.P. Ghosh _ January 25, 2005 
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Marketing of Life Insurance Prof. Arup Choudhuri January 28, 2005 - 
Project Management Prof. Suvendu Bose February 8, 2005 

GATS and Indian Service Sector Dr. Dipankar Dey February 19,2005 — ] 
Towards Positive EVA Prof. Santanu Ray February 22-23, 2005 | 
Financial Derivatives Prof. Arup Choudhuri Sy March 1, 2005 E 
Personal Financial Planning Prof. Suvendu Bose March 8, 2005 
Marketing of Financial Instruments Prof. Atish Chattopadhyay — Marchí4,2005 p 
Marketing General Insurance Prof. Ajay Pathak March 15, 2005 


Team Buildinc Dr. Meenu Sareen abide! March 22, 2005 F | 
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versus buying that much capacity.” 

TGN is also a perfect fit, if one lays 
the TGN map over what VSNL already 
has. When their Chennai-Singapore 
pipe connects to Tycos cables, VSNL will 
have a truly world-wide network. 


The Reinvention Continues 


But success lies in whether VSNL 
can leverage this global infrastructure 
backbone well. It's still making the 
transition from a PSU mindset, as 


Madhumati Lele, head (customer ser- | 


vice) can attest. She joined from BPL 
Mobile to build quality call centres, and 
says: "Customer service had to be built 
from scratch." Vinod Kumar, executive 


director (international business group), | 


However, sources say that the company 
is still fine-tuning the offering. Says 
Dhariya: "Data services are the most 
varied, complex and jargon-rich ele- 
ment ofa telecom company’s business." 
They include anything from simple 
leased lines to virtual private networks, 
and can blur the line between software 
consultants and telecom carriers. But 
Srinath figures that capabilities within 
the Tata group like Tata Consultancy 
Services, can help VSNL access this 
market and aid in designing corporate 
data solutions. 

The third piece of VSNL's changed 
business model is about providing retail 
broadband, currently in a soft launch 
mode in Mumbai. Its biggest advantage 


Madhumati Lele, head (customer service), VSNL 


I» 


> 





acknowledges the challenges. “The 
people and the positions need to de- 
liver,” he says. 

Kumar typifies the changes that are 
ocurring in the VSNL system. The inter- 
national business group did not exist till 
six months ago. Had TGN not happen- 
ed, Kumar's team would have had to 
patch together a global network by leas- 
ing bits piece by piece. 

With TGN in the bag, Kumar's team 
is rolling out data services in eight key 
global markets. This will be the most dif- 
ficult and competitive part of its strat- 
egy, as competitors are close on its heels. 
Reliance Infocomm launched its enter- 
prise data services earlier, and Reliance 


ndico 








here is its 800,000 to a million Internet 
dial-up customer base. To increase that 
market, VSNL tied up with AMD ona 
personal communicator device that 
functions like a personal computer but 
is much cheaper. It can be attached to a 
monitor and functions like a normal PC. 
This move is meant to do away with the 
shortage of personal computers. 

Here too, VSNL is likely to be up 
against stiff competition. Bharti has the 
advantage of its fixed-line subscriber 
base. Reliance has been talking of a 
product offering for a while, but is not 
close to launching. Reliance was not 
available for comment. But a source 
told Businessworld that in its usual style 


claims it already has 15,000 customers. | of functioning, Reliance is lining up a 
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big-bang launch and is busy creating 
content. Plus, there is the pesky issue of 
last mile access, which is an expensive 
nightmare to sort out. 

Using wireless technology could sig- 
nificantly lower the costs. But Srinath 
points out: “For triple play broadband 
there are two access technologies avail- 
able. You have a copper wire coming 
into your home and a cable connection. 
Wireless technologies don't support this 
kind of bandwidth on a commercial ba- 
sis. It is at least two years away.” He feels 
that with wireless, he would have to re- 
strict his suite of broadband offerings to 
basic stuff, and the current content plan 
is far more ambitious. 

In the absence of local loop un- 
bundling, companies with broadband 
plans have to build the last mile them- 
selves. The key is to do it at a cost which 
will allow the company to service the 
consumer at a sub-Rs 1,000 level. This is 
the price level that VSNL believes will 
work in the market for a retail offering. 

A month ago, VSNL placed a Rs 500- 
crore ethernet order for eight cities with 
Cisco, the largest of its kind in the world. 
Sources indicate that a week later, Re- 
liance Infocomm placed a similar order 
with Cisco. By next year, this network 
will be extended into 22 cities. This will 
allow VSNL to carry traffic within half a 
kilometre of the subscriber. From there 
on? “Our last mile strategy differs be- 
tween cities,” states Shashi Kalathil, 
head (broadband business). “All over 
Mumbai, we are tying up with various 
cable operators. In Bangalore we have 
tie-ups with data connect operators.” 

The execution of this strategy is de- 
pendent on how quickly Srinath and his 
top management can get the organisa- 
tion to respond dynamically. He feels 
that things are well on their way to work- 
ing out. The first years were tough, but 
Srinath says "it's getting better now". 

Is it? Says one function head: “The 
whole organisation needs to speak the 
same language. We need to bind to- 
gether and move ahead.” Plus, there are 
the vagaries of the telecom market to 
deal with. The world is certainly VSNL's 
competitive oyster, but the creation of 
the pearl is still in question. e 
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with Princeton Review, world leaders in test preparation, it includes information on Indian and international 


B-Schools. Let's just say, that as far as business school doors are concerned, this book works like a skeleton key. 


Contents: 

* Tips on entrance tests of Indian B-Schools & GMAT 
* Listings of Indian and Foreign B-Schools 
* Group Discussion & Interview tips 

* — Financing a foreign MBA 

* Dean interviews and fact sheets 

* Campus reports..and much more 
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es Free test prep CD-Rom with the Businessworld Mega B-School Guide. 














Limited period offer*: The Businessworld Mega B-School Guide only @ Rs-»F&SÍ- Rs. 150/- 





You can also order your Businessworld Mega B-School Guide by filling this form: 
Name: Mr/Ms Address: 








C aree: MN o "HR. —— 
Deaaigesöeeeee A 


e mai —— Organisation: 


| Please tick the desired option: [ ] 5 copies for Rs. 700/-* [ ] | copy for Rs. 150/- 





Cheque No/DD No. (In favour of ABP Pvt. Ltd.): Date: 1 — — forRs —  — orchargethe total amount of 


| Rs. tomycreditcard gt] ee[] Cac No 00 OOOO OOOO OOOO Card members name 
| Card expiry date LID] O0 LIC]L]IL] ^ CvvNo COC (2st 3 digits on the signature panel of Card) Signature Date 


|  Mailthis coupon along with Cheque/DD for Rs. to: The Subscription Deptt., c/o Businessworld, Express Building, 9-10 Bahadur Shah Zafar Marg, 
New Delhi- 110002, Ph: 011-23702170, e-mail: businessworldsubscriptions@abpmail.com 

Contact: Delhi: Sangeeta Biswas, Tel: 011-2370 2170-79: Mumbai: Arvind Patil, Tel: 022-24962587; Calcutta: Ashish Das Gupta, Tel: 033-22129840-42; 
Bangalore: R. Katla, Tel: 080-25588127: Chennai: R. Sudhakar, Tel: 044-2813 1278/9; Hyderabad: Shanker Dasgupta, Tel. 040-2331 7147. *Offer valid till stocks last. 








REAP L CO) SR Serre 
d fae © wtf " = 
v du Me MA" Aegis 


Se ae ee iur o 
E 


wil 2 ad: 
-.* 








' 





The author is with Cyber 
Media and edits 

Living Digital. 

You can email her at 
malab@cmilcom. 


The 
chilling 
truth is 
that the 
best-made 
computer 
games 
happen 
to be 

the most 
blood- 
thirsty 
ones 
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"by mala bhargava 


Nasty enough 





for you? 


HETHER computer games 
today are taking up where 
real life leaves off, or it's the 
other way around, can be 
debated till kingdom come. 
What matters is that both are leaking into each 
other rather successfully. Very recently, Stefan 
Pakeerah, a teenager, was savagely murdered by 
what his mother says is a method his 17-year- 
old killer lifted straight off from the game Man- 
hunt. ^ slow, agonising death from repeated 





shooting the three bullets accurately into 
Kennedy's virtual body and turning on the 
"blood effects" for good measure? Good history 


| lesson! $10 to be Lee Harvey Oswald. 


stabbing with a claw hammer. Apparently, po- _ 


lice detectives don't agree there's any connec- 
tion, but the controversy and issue of violent 
games feeding violent acts has reached prime- 


ministerial levels in the UK. It may disgust you | 


to know that the murder sparked off sales for 
Manhunt. Not surprising, somehow. 

Furious groups around the world want 
game-sellers to make sure that it's more diffi- 
cult for minors to buy games which glorify acts 
of brutality and make them essential to win- 
ning. Use labels, ratings, warnings, whatever. 
Problem is, in many countries, especially this 
one, it'll make little difference — or may end up 
being counterproductive. When parents buy 
games, or at least supervise those that their kids 
are playing, it's all very well. But when they're 
fairly clueless about what goes on once the kids 


are closeted with their computers, theres no | 


telling. As things stand, children manage to lay 
their hands on some of the nastiest games, tho- 
ugh they're designed for adults. Parents haven't 
grown up with computer games, so they are of- 
ten quite out of their depth in this territory. In 
India, where game piracy is high, ratings and 
warnings are all but redundant anyway. 
Ratings aside, when games like these reach 


There's more where that came from. Drive- 
by shootings, gang fights, blood-soaked killings, 
sex, prostitution, rape, blood-bath brawls... 
that's the stuff of ‘games’ today. The chilling truth 
is that the best-made games, that is, the ones 
that are the most graphic, realistic and use the 
most top-end technology, happen to be the 
most bloodthirsty ones. Here's a list of the most 
violent games that activists came up with for 
2004. 1.Doom 3; 2.Grand Theft Auto: ‘San Andr- 
eas’; 3.Gunslinger Girls 2; 4.Half Life 2; 
5.Halo 2; 6.Hitman: Blood Money; 7.Manhunt; 
8.Mortal Kombat; 9.Postal 2, 10.Shadow Heart. 

In Missouri, US, the inmates of a maximum- 
security prison can no longer play what the 
authorities consider violent games. Hitman 
is off the menu. Wonder how they got there 
in the first place. 

There's another school of thought. Acade- 
mics in the UK believe that computer games 
deserve to be part of classroom curriculum. 
They're part of life, for heavens sake, say re- 
searchers, so it's no use ignoring them. It would 
be smarter to use games to help enhance learn- 
ing. Right from ‘games literacy’ to creating 
computer games, it should happen at school. 
Well, cynics say that making it curriculum may 
get kids to stop playing computer games! But 
more seriously, folks at London University say 
games are where excellence and imagination 
can be found and so — use them well. 

Meanwhile, the argument over whether vio- 


lent games are the problem or if it's just that the 


the Internet, there's no stopping anyone. I dont | 


know about you, but I was completely flabber- 
gasted to learn about JFK Reloaded, a game 
where you replay the Kennedy assassination. 


The makers, Traffic Games, insist they have the | 
utmost respect for Kennedy and that the game, 


in fact, helps players get their history right. By 


people who act on them in real life have psycho- 
logical problems is ageing. Every child, or adult 
for that matter, who unwinds with a bloodthirsty 
game, doesn't go out and kill. And everyone who 
kills hasn't been raised on computer games. But 
there's no doubt that the combination of a vio- 
lent game and a gamer who is vulnerable will be 
nothing short of lethal. "V 
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KARTI Chidambaram, son of Finance 
Minister P Chidambaram, is quite open 
about his political ambitions. He de- 
scribes himself as an active Congress 
worker who hopes to serve the country in 
public office. He was recently selected by 
the United States Agency for Interna- 
tional Development and the American 
Council of Young Political Leaders to ob- 
serve the US elections. Along with 70 
young leaders from 23 countries, he 
spent 11 days with local political candi- 
dates in the states of West Virginia and 
Pennsylvania. 

Chidambaram is no stranger to the 
US. He spent his formative years there. 
Still, he went to observe the US elections 





What is it like to 
be in the middle of 
the US presidential 
election? Not very 
different from 

the nasty and 
divisive ways of 
Indian politics. 


Karti Chidambaram 
tells M. Anand 
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with more than a few questions in his 
mind. Are two of the world's largest elec- 
torates similar or disparate? Can the two 
largest democracies learn from each 
other? Do Indian politicians understand 
the US electorate? He came back with 
most of the answers. Here is his account. 


FTER spending 11 days observing 

the US elections up close, my initial 

observation was this: more than the 

differences we think we have with Ame- 

ricans, the similarities are far greater... 

be it politics, economics, society or be it 
the aspirations of the average person. 

Look at the politics itself. In the US, it 

is equally partisan, divisive, nasty and 
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equally polarised as it is here. And the 
tactics they employ are very similar to 
ours. In fact, they have far greater nega- 
tive campaigns and character assassi- 
nation. Moreover, people are definitely 
voting a lot more emotionally than in- 
tellectually, as we do here in India. I 
don't think that we should feel that India 
alone is some sort of an emotional 
democracy where people vote with their 
heart. People are tremendously emo- 
tional there too. It is not necessarily only 
an intellectual decision they make. 
Emotional quotient (EQ) is far more im- 
portant than intellectual quotient. 


The Unknown Middle America 


There is a Middle America that most of 
us do not understand. And the Middle 
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America and India are very, very similar. 
We may have à different faith and a dif- 
ferent race. But I would say that in our 
aspirations, we are very similar. 

Today, the Republican Party is really 
the soul of America. I think that the 
Republican Party represents Middle 
America far more than the Democratic 
Party. But as a country, we are mistaken 
in thinking that the Democratic Party is 
friendlierto India. Right from the days of 
Kennedy to Clinton, there is this big 
glamour only for the Democratic Party. 
It is a mistake. We (the political estab- 
lishment) are all rooting for the Democ- 
ratic Party because we don't understand 
the Republican Party at all. (But from a 


IONS 


business perspective, that too from the 
outsourcing perspective, the Republi- 
cans are a lot more hands off than the 
Democrats.) Otherwise, I think the Re- 
publican Party can be equally friendly. 
That must change. We must engage the 
Republicans. We must try to understand 
them. How can you be so disconnected 
with Middle America and expect to in- 
fluence policy there? 


The Cross And The Ballot 


The church played a significant role in 
the US elections. It is influencing policy. 
And it overwhelmingly backed the Re- 
publican nominees. 

The majority religion of Americans 
is Christianity, and therefore, their 
thought process is also Christian. That is 


bound to happen. Influence will be 
there. I am not saying the Church 
should have no role. It also has a democ- 
ratic right to influence politics. But | 
preach and practise a secular brand of 
politics and I would not like to see reli- 
gious bodies exert overwhelming influ- 
ence on government. 

In America, no politician claims he is 
ungodly. Everybody says God bless Ame- 
rica. It is very difficult — the way politics 
is structured in the US — for a man who 
saying that he is an atheist to survive. 
More than anything else, America likes 
people of faith. | am not saying they like 
people only with Christian faith. In Ame- 
rica, vou have to be a man of some faith. 
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Is there a Christian bent of thought 
in American policy? Yes, certainly. Just 
because it is there, would | justify a 
Hindu bent of thought in Indian policy? 
No, I would not. I don't think that's the 
way we should follow. 

Yes, there is a Christian thought in 
American policy, especially on abortion 
and gay marriages. But not in every- 
thing else. You cannot accuse America 
of bringing in Christian thought into 
every policy. 


Separating Business And Politics 


According to a new federal election law, 
US companies can no longer fund polit- 
ical parties directly. That has been the 
big difference between the last elections 
and this — no more corporate contribu- 


tions. But companies can give up to 
$2,000 to individual candidates. 

But there is a loophole in what is 
known as Section 527 of the Internal 
Revenue Act. You can contribute às 
much as you want to any other entity 
(non-political) that is not directly coor- 
dinating its activity with a political party. 
So there are'527 committees, as they are 
called. Some of them conduct the most 
negative and vile campaigns. But they 
do so out of their own accord. Compa- 
nies can give unlimited money to them, 
as long as it is clear that they are not 
actively coordinating their programmes 
with a political party. 

For example, George Soros ran a 





L4 
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large 527 committee against Bush. He 
was not coordinating with Kerry. That is 
all he has to ensure and corporates 
could fund him as much as they wanted 
to. Another 527 committee called the 
Swift Board Action Truth committee 
was basically discrediting Kerry for his 
Vietnam action. 

Surrogate advertising was so high 
that this whole purpose of restricting 
corporate contribution was defeated. 
But elections are expensive. Somebody 
has to fund them. The two parties spent 
about a billion dollars on campaign and 
publicity costs. They (the companies) 
spend as much money selling a movie 
or cola or used cars. 

I mean itis not a bad idea to spend so 
much money to sell democracy. If you 
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look at it per voter, the cost is about $10 
Whats the big deal? 

In the US, political parties operate 
like corporations. They have perma 
nent, well-trained staff, are well funded, 
and have huge budgets. Thev use tech- 
nology very well. It is a very media-dri 
ven campaign and the Internet played à 
big part. All this requires money. 

In India too, this whole thing about 
having limits on spending just cant be 
enforced. Candidates must be allowed 
to spend as much as they want as long às 
they disclose the source and show 
proper accounts 

In terms of businesses funding and 
influencing politics, it is much the same 
there as it is here. It is necessary. As indi 
viduals we have preferences. Similarly, 
businesses have preferences. But we 
must bring that business-political party 
interaction above board. We have to de 
clare who is funding who, rather than 
saying you should not have any interac 
tion. Business must influence govern 
ment policy. They are stakeholders in 
the country and every stakeholder must 
influence policy. 


Reaching Out To America 


We must reach out to both the Democ- 
rats and the Republicans at a party-to- 
party level, not just at a government-to- 
government level. | was told that à 
delegation from Japan attended the 
conventions of both the parties. I dont 
think India sent anybody. 

Next time around in 2008, | am going 
to suggest to the Congress party that we 
send delegations to both the presiden- 
tial conventions. | am not saving that 
only the Congress party should do this 
Even the BJP should do this. Every party 
must do it. The Communist party of In 
dia has ties with the Communist Party in 
China. If they can do it, the two large 
parties can also do it 

Similarly, when we have a large All 
India Congress Committee convention 
or when the BJP has their event, we 
must invite the parties at least from the 
UK and the US. Because of the exigen- 
cies of politics, we tend not to focus on 
these things. These are not going to get 
you votes. Nobody is paying attention to 
this. That has to change. 4 


mark _ 





Alok Shankar 
MD, Synovate India 


Extensive travel and living out of suit- 
cases has turned me into a voracious 
reader. I recently picked up THE 
AGENDA: What Every Business Must 
Do To Dominate The Decade by 
Michael Hammer. | found the book 
very compelling, an interesting reck- 
oner on how companies can adapt 
and change as they grow. I also dis- 
covered a lot of information there 
that can be put to practical use. 
Another book in the same league 
is GOOD TO GREAT by Jim Collins. 
What makes it interesting are the 28 
case studies. I also picked up India In 
Slow Motion by Mark Tully and 
Gillian Wright out of curiosity. The 
way Tully unravels the India we have 
almost taken for granted is an eye- 
opener. I am a travel enthusiast and I 
find Let's Go, an international journal 
on budget travel, most useful. m 


ALERT 

Do's And Taboos Around 
The World, Third Edition 
By Roger E. Axtell 

(Frog Books) 





THIS book detalis pro- 
tocol, table manners, 
hand gestures, etc., of 
over 96 countries — an 
antidote for a well- 
travelled business per- 
son who can't keep up 
with culture shock. 
Travelling Parker Pen employees 
have compiled these face-saving 
etiquette tips over the years. Of 
course, they recommend gifting a 
pen nearly everywhere you go, 
but don't hold It against them. E 





An old but 


R. GOPALAKRISHNAN 





RAHALAD has been a rich 
thinker as well as a prolific 
writer. Apart from his best- 


Future over ten years ago, he 
has written two other books. 
Consistently for the last several years, 
he has been publishing papers about 
a subject normally reserved for eco- 
nomists, whom I call the poverty spe- 
cialists. Through his new book, 
Prahalad has once again demonstrated 
his capacious mind and his persuasive 
pen. No manager can consider his 
reading complete without absorbing 
Prahalad’s new book. 





Acompany usually engages with the | 


poor in two ways: first, by 
making its products accessi- 
ble, affordable and av- 
ailable; second, thro- 
ugh corporate social 
responsibility activi- 
ties. The former is vie- 
wed as a long-term in- 
vestment, the latter as 
a social responsibility. 
The uniqueness of 
Prahalad's book is the 
third form he suggests, 
which can yield a ‘for- 
tune’ to companies. The in- 





tellectual promise is of a totally new | 


form of engagement between the firm 
and its potential poor consumers. 

The good news is that he has put for- 
ward an original idea. "The poor need to 
be exposed to the range and variety of 
opportunities that inclusive globalisa- 
tion can provide... the poverty penalty is 
the result of local monopolies, inade- 
quate access, poor distribution, and 
strong traditional intermediaries. 
Large-scale private sector business can 
unlock this poverty penalty.” 

He enunciates 12 principles of inno- 
vation for bottom of pyramid (BOP) 


markets. For example: create a new | 


price-performance envelope, as Arav- 


ind Eye Hospital has for cataract opera- | 





from a deep understanding of func- 


. tionality, not just form, as the Jaipur 


selling Competing For The | 











haces Tout? Febliebicg 
C.K. PRAHALAD 
—— ⸗· — 


Foot has shown. The 12 principles 
are compelling and some of the exam- 
ples (like the ones quoted above) are 
most persuasive. 

Some other examples are less com- 
pelling. Quoting the Annapurna salt ex- 
perience of Hindustan Lever, he con- 
veys the impression that a whole new 
market has been co-created through the 
addition of stabilised iodine. Another 
HLL example he cites is the impact on 
diarrhoea reduction by the poor using 
carbolic soap to wash their hands. No 
doubt, the effects described are valid, 
but it is an exaggeration to suggest that 
these are tapping a “fortune at the bot- 
tom of the pyramid.” 

If so, then the idea 
he espouses has no 








THE FORTUNE AT 
THE BOTTOM OF 
THE PYRAMID 


Eradicating Poverty 
Through Profits 


Bv C.K. Prahalad 
Wharton School 
Publishing/Pearson 


novelty, as distribution 
companies have done this for decades. 
HLL promoted Dalda as an inexpensive 
ghee substitute to the non ghee-eating 
poor in the 1940s (see Prakash Tandon's 
Punjabi Saga) and Surf in sachets to the 
non bucket-owning poor in the sixties. 
Other companies did such things, in- 
cluding the infamous marketing of baby 
foods, ostensibly to the kids of women 
who had no breast milk of their own. 
Prahalad writes a whole chapter on 
"The Ecosystem for Wealth Creation. 
Disputably, he states: "There have been 
few attempts to focus on the symbiotic 
nature of relationships between various 
private sector and social institutional 
players that can lead to a rapid develop- 
ment of markets at the BOP" He des- 


tions, or, begin product development | cribes HLLs ecosystem of vendors, dis- 
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worthy idea 


C.K. PRAHALAD is a business consul- 
tant who has worked with the world's 
leading companies. He is a professor 
of business administration and corpo- 
rate strategy at the University of 
Michigan Business School. His res- 
earch focuses on corporate strategy 
and the role of top management in 
diversified multinational firms. With 
Gary Hamel, he co-authored the best- 
selling Competing for the Future. 


tributors, rural marketing, etc, at length. 

The HLL system is a modern-day 
version of a deep distribution system 
that has evolved over halfa century, very 
picturesquely described by Tandon in 
his Beyond Punjab. The ITC distribution 
system, the Amul system, the public 
sector banking system, etc., are all very 
good examples. All these would qualify 
as ecosystems for wealth creation and | 
involve public-private partnership. 
Therefore, it is incorrect to argue that 
"there have been few attempts to focus 
on the symbiotic relationship." 

However, one excellent feature is the 
inclusion of a video CD which captures 
35 minutes of success stories filmed on 
location in India, Peru, Mexico, Brazil 
and Venezuela. Each episode is 3-4 min- | 
utes and gives a live sense of the points 
Prahalad seeks to make. It is definitely 
an innovative idea to make the book | 
more reader-friendly. Of the 12 caselets, 
eight are from India. 

In a sense, the appeal of some of 
these ideas may be greater outside In- 
dia. This is because the idea of BOP, by 
one name or another, has been around 
in India for a long time. Through rural 
distribution, small size sachets, product 
demonstration and hinterland promo- | 
tion, companies have been engaged 
with the rural poor for several decades. 
Even during my Unilever years, I found 
HLL to be far ahead of Brazil, Africa, In- 
donesia, etc., though those areas also of- 
fered a great opportunity on this count. 

As every serious marketer knows, 
there are compelling reasons why the | 
poor must be considered as a significant 
market. Prahalad states: "The dominant 
assumption is that the poor do not have | 

















money to spend and, therefore, are not a 
viable market... However, by virtue of 
their numbers, the poor represent a sig- 
nificant latent purchasing power that 
must be unlocked." 

On the whole, the book is a bit thin 
on demonstrating that a fortune awaits 
the marketer. Even with a special busi- 
ness system and product design, neces- 
sarily, margins will be thin and challeng- 
ing. The author rightly points out the 
essentiality of a mindset turned to a lo- 
cal version of customer service, rather 
than an MNC mindset. Developing 
countries tend to create and nurture 
their own peculiarities which defy the 
global trend. For example, in almost 
every country in the world, the number 
of shops per 1,000 people has been de- 
creasing over the last 30 years due to the 
concentration of the grocery trade. In- 
dia is probably the only country where 
this is not so, perhaps because the road 
and shopping infrastructure are ex- 
tremely underdeveloped. That will not 
be so in the future, and dramatic 
changes will happen in the next 25 years 
— far more than in the previous 25. 

Despite some apparent incon- 
gruities, Prahalad's book sets the poor 
and their poverty in a bold and energis- 
ing context — a more human context, 
compared to the classical economist's 
approach. For this reason, it is a must- 
read. The greatest satisfaction Prahalad 
is likely to derive is from a vigorous de- 
bate arising out of his magnum opus, 
rather than an intellectually passive 
acceptance of its ideas. x 





R. Gopalakrishnan is executive 
director, Tata Sons 
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BOOKMARK 


SELECTION 


A legendary 
man of letters 


E really understand J.R.D. Tata, 
you do not need to read any biog- 
raphy. You just need to go through 
his letters — to his parents, friends, 
employees, politicians, bureaucrats, 
diplomats and economists. 
Meticulously drafted, elegantly 
composed, LETTERS by J.R.D. Tata 
(Rupa) is so interesting that it is al- 
most impossible to put down once 
you have started reading it. The let- 
ters reveal what made him the leg- 
end he was — his kindness, his abil- 
ity to call a spade a spade without 
giving any offence, his eye for detail, 
and his sense of humour. It also re- 
veals what made him a brilliant 
manager — he was 
generous in giving 
credit wherever due. 
He made an em- 
ployee feel special. 
And he set the high- 
est standards of 
ethics and integ- 


rity, something 
that would inspire 





any man. 
His letters to 

Nehru as wellasthe ER D- . | 

other politicians Ie TAT. A 


show why the Tatas, ^ 
with their innate ~ 
inability to resort to : 
business tricks, 
found it so difficult 
to do business 
with the govern- 
ment. His corre- 
spondence on aviation 
shows both passion as well as an 
eye for detail. He took copious notes 
while flying — noting down observa- 
tions on everything from the colour 
of the interiors, the reclining angle of 
the slumberettes to the menu that 
was being served. And he shot off 
letters as soon as he touched 
sground. His depth of understanding 
of the airlines business really comes 
out in one of his letters to Peter Min- 
grone, an executive of Lockheed. In 
that, he points out why it made more 
sense for Air-India to stick to Boe- 
ings instead of going for Lockheeds. 
Also look at KEYNOTE (Rupa), a 
collection of his speeches, which 
never fail to inspire, then or now. IN 
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ODDMMOM 
Reforms in small print 





ANY must envy the Prime Minister his 


been a cakewalk for his predecessors, 
who had no reputation to live up to and 
no expectations to meet. It just happens, though, that the 
Prime Minister also had the good fortune, as the case may 
be, to have been chosen finance minister at a moment of 
peril, and that he did major reforms that were followed by 
a great boom. Everyone remembers those times with nos- 
talgia; they all expect further miracles from him. And this 
is at a time when the favourite reforms of the influential 
allies to his extreme Left are only those that would appeal 
to the Swadeshi Jagaran Manch. With such allies, he needs 
no enemies. 

What this incongruous 
concatenation means is that 
Dr Manmohan Singh cannot 
do any reforms that his allies 
may suspect of being reforms. 
There can be no spectacular 
measures that may get into 
headlines; low profile is ad- 
vised by the good doctor. It 
may, in fact, be better for the 
Prime Minister if he poses as 
the worthy successor of Nehru, 
the quintessential socialist, the 
man who would have been a 
natural communist if only he 
had been born in East Pakistan 
instead of West. And it may be 
said without much irony that 
he is not doing too badly, and 
that his calls for development with a human face are in the 
right ballpark, even though they may not be the rhetoric a 
twice-born leftist would have chosen. This facade is work- 
ing, and should be maintained and furbished. 

However, demolition of controls and fire sale of public 
enterprises are not the only possible reforms; there are 
many reforms which would fly below the radar screen of 
Leftist flight controllers, but which would make much dif- 





was only a facade behind which many cosy rackets flour- 
ished — rackets in which ministers and bureaucrats 
helped businessmen to make monopoly profits, and in 
the process helped themselves. These rackets have an en- 
during popularity. 

Long ago, Shell was given a licence to import and dis- 


unexpectedly exalted position; but his 
job cannot be enviable. It may have - 


This may not be the time for 
spectacular reforms and grand 
measures. But the PM can do 
many small reforms quietly 





| 


right to choose its own LNG carriers, and taking over the 
business of choosing who will carry gas for Shell. This 
stratagem may earn the ministry and its favourites a few 
millions, but the harm it would do the country’s reputa- 
tion would be a thousand times greater. The Prime Minis- 
ter's Office should tell the ministry to keep its fingers out 
of this pie. 

BSNL has just started a broadband service and de- 
clared that it will not allow other operators to use its facili- 
ties. The decision may seem innocuous. But it is just one 
step in a series that BSNL and other telephone operators 
have been taking to capture customers and prevent them 
from accessing other operators’ facilities. The common- 
est such measures are those that induce a customer and 
those who do business with 
him to use a single operator, by 
means of loyalty discounts, 
waiving of rentals and so on. 
Such measures may perhaps 
be allowed for minor operators 
who are at a disadvantage in an 
integrated telephone network. 
But if dominant players are al- 
lowed to use them indiscrimi- 
nately, they will so carve out 
the market that we will return 
to the nineteenth century 
when competing telephone 
companies offered services 
without interconnection and 
customers had to have a num- 
ber of telephones belonging to 
different companies to stay in 
touch. It would be perfectly 
| justified for BSNL to earn a handsome return on its invest- 
ment in broadband, but a refusal to lease out broadband 
to competitors is an anti-competitive measure, together 
with many others that are rampant. 

One would have thought that at least the finance 
ministry was on the side of reforms. But surprisingly, 
the revenue secretary is reported to have objected to 


| the commerce ministry against the inclusion of certain 
ference to the performance of the economy. Socialism — 


tribute natural gas. It has built a terminal to land the gas 


and is about to get into business. Suddenly, it attracted the 
unwelcome attention of the shipping ministry; now the 
ministry is in the process of taking away from Shell the 


| 
| 


plastics and hydrocarbon intermediates in the free trade 
agreement with Singapore. It defies reason that the 
commerce ministry should have thought of a free trade 
agreement with Singapore, a country that levies no 
import duties and can therefore give no concessions. 
That, however, was done years ago, so let it pass. But when 
the finance ministry objects to duty reductions in the 
course of an FTA, one must ask what games are being 
played in the finance ministry. A raised eyebrow from 
the Prime Minister may not be entirely out of place in 
this context. Bi 
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THE RELIANCE GA Bios. CORPORATE GOVERNANCE 





The churn 

continues. 

One in three 

companies in 

the Top 100 

rankings has i 3 ; 
- — — re, ae 4 
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past Ve years " a y SPECIAL: 
New entrants in the Top 100 (clockwise from left d a i PLACEMENT 


Sunil Mittal, chairman, Bharti Tele-Ventures 


S. Ramadorai, CEO & MD, Tata Consultancy Service: 4 a DIRECTO RY 
dish Khattar, MD, Maruti Udyog 
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COLLECTION 


In 1642, a Dutch Explorer At 

Tasman discovered a small islat 
“south of Australia. 

This beautiful island with 
salubrious climate, lush valley 
and clear waters came to be know 
as Tasmania. 

In the early 1800s, two Engl 
Colonists, MacArthur and Cc 
brought in the Saxon Merino she 
into the island and the rest is histc 
Today the Saxon Merino are woi 
renowned for their fine fleece a 
the soft wool produced from it. 

It is from this wool that Raymo 
has woven a fabric of such finene 
that it takes over 40 kms of yarn 
make just one suit. 

A fabric fineness so superior a 
so lightweight that it takes a man 
discerning taste to enjoy it! 
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Don't Rely On PF 


_) This article proves that 
provident fund (PF) rates must 
be rationalised. The government 
has irresponsibly raised PF rates 
to high levels, which has created 
unrealistic expectations. Citi- 
zens should realise that the gov- 


ernment cannot take care of them. Instead, 
they should develop their own personal savings plans rather 







than harping and crying about PF in their old age. All employees, both 
public and private, need education about proper savings and 
investment practices. Old age, then, will not be seen as a curse. 


Saurabh Bhardwaj, posted on BW website 





THE CLASH OF THE TITANS 

Anil Ambani seems to be the kind of 
man who loves to be in the media 
glare, as he seems to chill out more 
around Bollywood parties and political 
parties than business luncheons. On 
the opposite side is Mukesh, who is 
more like a pure businessman and 
wants to concentrate on his vocation. 
That is the major reason for the dispute 
— a huge difference in personalities — 
not some dark secret as some people 
imply. To resolve this and do the best 
thing for Reliance, Anil must choose 
either the business or the limelight. 
Krupal Soni, Ahmedabad 


li Mukesh and Anil Ambani are 
products of Stanford and Wharton 
B-Schools, respectively. Yet, they are 
behaving like proprietors of junk 
shops, and not like world-class profes- 
sional managers. Reliance Industries 
belongs to all stakeholders, and not just 
the Ambani family. It is high time they 
patch up and mend matters. Let them 
not send out wrong signals across the 
globe and damage the prestige and 
image of India. 

K.S. Krishnamurthy, via email 


Co 
3 


i} 
iit) 


= 

| aM 

i 

| 

Wn 
Wh 

WI 

M 
Ww 


i 


— — 


TUNE ce 
AHINI 


l! 
i 





Ser a 


BUSINESSWORLD 6 27 DECEMBER 2004 














GROUND THE AIRLINES 

The basic premise of your editorial ‘A 
Case for Privatisation (BW, 29 Novem- 
ber) is incorrect. You write: "Both 
Indian Airlines (IA) and Air-India (A-I) 
need new aircraft." What for? To 
squander more public money? 

The assertion that "90 per cent of 
this will be funded by external corpo- 
rate bodies" is only part of the story. 
The balance sheets of both A-I and IA 
are too weak to make them creditwor- 
thy. The external bodies will fund such 
projects either on the basis of strong 
balance sheets or a sovereign guaran- 
tee from the government. And therein 
lies the problem. The 1991 fiscal crisis 
included an overload of sovereign gua- 
rantees. Such things do have a price. 

Another premise of yours — "IA has 
to fly more than its quota even in less 
profitable routes" — is also false. On 


_ these quota routes, IA is fond of oper- 


ating an A300 where an A320 will do, an 
A320 where a B737 will do and a B737 
where an ATR-42 will do. In this way, 
they pile up more losses. 

IA and A-I get various subsidies and 
preferential treatment from the 


| government. If privatised, they will lose 


all their coddling, and inevitably fail. 
J. Thomas, via email 


CORRIGENDUM 
In ‘Clear Goals' (BW, 13 December) 
we misspelt Arvind Agrawal's name. 


| We regret the error. 


Write in at 
editor@bworldmail.com 





SAMSONITE LAPTOP BAGS. 
VERY, VERY WRONGLY NAMED. 
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IN THE NEWS IN DEPTH 


Can Ashok Advani's debtors hope 
to recover their dues? The Busi- 
ness India and Inside Outside 
titles seem to be the only assets 
of the group that can still com- 
mand a price. But is that enough 
to cover the outstandings? 





Business India's Ashok Advani » » 


is a unit with members from most investigative departments 
of the government. 
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India's 
Top 100 


One out of three companies in the top 
100 list has changed over the past five 
years. The entrants are a mix of brand 
new businesses as well as some old 
names that are making a re-entry. The 
list of 2004 shows precisely how much 
the Indian corporate world has 
changed since 1999 — and what has 
remained largely the same. 








40 The Rankings Who made the 
grade this time, and who crashed out. 


:9 In ATight Corner a2 Case For Corporate 
Governance 


The fresh details coming out 
about Reliance Infocomm’s fund- : 
ing are raising serious questions 
about corporate governance 
practices in the Reliance group. 
What next for Reliance? » 






10 Supersleuth The government is strengthening 28 The Middle Path A breed of IT companies is ex- 


its arsenal for combating economic crimes. On the anvil ploring the path between product development and services. 


50 Quotas Will Indias quota-coddled textile companies 
survive in the wilds of the free market? 


14 IOC-OIL One has the money, the other has the per- 32 My View Ads paint a world of make-believe, but con- 
mits. Together, they are going on a global oil hunt. sumers should be able to relate to them, asserts Prasoon Joshi. 


Businessworld 


IN VOGUE | 
s l Churn, Churn, Churn 
64 | nventive T'S easy to get caught up in the excitement of 


but unknown | everyday news and miss the deeper-going stories 


playing out in the society at large. That's why every 





P Hari meets the prolific inven- now and then, Businessworld's senior editors make it 
tor from Libya. But why is the | a point to retreat from the happenings of the week 
world not taking heed of his and the month to look at where we are headed as an 


economy, as a democracy and as a people. This effort to 
understand the forces driving us, and to gauge the shape of 
the future, is an essential part of Businessworld's offering to 
its readers. Without it, we wouldn't be what we are. 





‘breakthrough’ technologies? 


4 Faris: ‘Breakthrough’ 
concepts in neutral 


68 Bookmark Arun Shourie on Indian governance. 


This month, it fell to a team led by Deputy Editor D.N. 
Mukerjea to figure out how the last half-a-decade has 

| shaped Indian industry. Mukerjea had led a similar exercise 
in 1998, and he is struck by how differently the wheels are 
turning this time. "What was 
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impressive the last time around i = 
Honou red was the strong showing of a Businessworld 
handful of sectors such as IT 
Visit the evening when the and Pharma," he says, adding: x TOP l ul 
makers of the best Indian "Itis not a sectoral story 
designs took home the prizes. anymore — companies that 
M. Foley (R): Man at the top » have figured out how to 
a: Ses ee ND 5 x compete globally have done 
COMMENT well, irrespective of the sector 
26 Ashok Desai Is Sebi a watchdog or a lap dog? they are in. 
ECONOMICS 2.0 In a way, this is a highly libe- 
52 N. Rajadhyaksha india is finally global. rating trend — that there is 


nothing stopping an Indian company in any sector from 
staking its claim on the world market, except limitations of 
54 A. Bhargava BPOsin India must be transparent. its own imagination. | will make a bet that when we do this 
exercise again in 2009, a large number of Top 100 companies 
ARBOR MENTIS will have —— — around the di with MUR 
62 Subroto Bagchi on fixingcommunicationskills | ofthem owning globally recognised brand names as well. 


GUEST COLUMN 

















6 FEEDBACK The main story of the week, of course, continues to be 
55 CASE STUDY Reliance. There are more and more troubling revelations 
92 BW OPINION about how the finances of the Reliance Group have been 
= handled, without regard to canons of corporate governance. 
Cover Design: Jyoti Thapa Mani Reliance probably is no more guilty on this count than many 
Cover Potralt: Anand Sinha other family-run companies. But that is poor consolation. As 
India’s largest private business group, the management of 





Reliance bears a larger responsibility than others to set the 
right example. The only silver lining I can see in the current 


A Mansoor Ahmed and Sohanjeet Randhawa of Volvo round of Reliance bloodletting is this: it could generate 
India tell BW about how the company has gone about enough public pressure to make large Indian groups more 
changing the dynamics of the Indian truck industry. sensitive to issues of corporate governance, 


A Stock Sense: Liquor industry — a safe investment? — 
A Wide Angle: The burden of tradition in organisations. / O Ss" 
A Ranjeev Dubey on shareholders contracts. 


Log on to www.businessworldindia.com 
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Web Exclusives 








TONY JOSEPH, EDITOR 












ASHOK ADVANI 


Can he pay 
back the 
money? 


HAT is the Business 
India group worth? 
Though its flagship 
magazines circula- 
tion is down to alittle over half 
(75,000 or so) of what it was at its 
peak, publishers reckon that if the 


content and marketing is fixed, the titles could make money again. Then there is In- 


side Outside, which, say reports, is still profitable. The two, says Niranjan Hiranan- 
dani, president of the Hyderabad (Sindh) National Collegiate Board, form the cen- 
tre of his hopes of recovering money that he alleges was "stolen" from the trust by BJ 
publisher Ashok Advani. Hiranandani has already been approached by three buy- 
ers interested in the titles who are assuming, rightly, that the trust will try to push 
the sale of the titles. But will that help? 

Most investment bankers and analysts are sceptical about what they would 










fetch. An existing publisher might value the brand at half of what a new guy will, be- | 


cause for him it will be simpler to launch a new brand in the same space rather than 
deal with BI and its liabilities, legal and otherwise. A new publisher might pay a pre- 
mium for the relationships that BI has with advertisers and the trade. Typical multi- 
ples in publishing are 2-5 times revenues. Deccan Clironicle, which just raised 
money in the primary market, got a multiple of 5.3. But however good the valua- 
tion, will it cover the Rs 127 crore debt Advani is estimated to have racked up? 

At its peak, the groups revenues were Rs 80 crore or so. There is no estimate on 
what it is now. Even taking a very, very optimistic Rs 40 crore (most observers say it is 
likely to be Rs 15 crore-18 crore), the valuation would be about Rs 80 crore. Hiranan- 
dani assures that the group makes money and the valuation is good. He also says 
that ifthe titles are sold, the trust will easily recover its money. Will Advani sell? Says 
Hiranandani: "It doesnt look like he wants to." At the time of going to press, B/ man- 
aging director Pheroza Bilimoria was not available for comment. 

For those who came in late, a few weeks back Hiranandani filed an FIR accusing 
Advani of embezzling Rs 27.5 crore of the trust's money (Rs34 crore with interest) 
through the Jai-Hind Co-operative Bank, of which Advani was a director. This 
money, says Hiranandani, was eventually moved into either Advani's account or 
those of his nominees. And, in the case of one odd crore, into the BI TV account. 
Apparently, Advani did this when he was president of the trust which had been set 
up by his father. The trust runs 26 educational institutions across Mumbai. 

For years everyone in publishing circles wondered how Advani was managing 
to run his ship. He had lost an estimated Rs 150 crore on BITV and BI's profits were 
not enough to sustain the losses. According to the latest estimates, he has piled up 
Rs 127 crore of debt either by pledging the titles or otherwise. Some names floating 
around as possible owners of the B/ and Inside Outside titles are Anil Ambani, Rajan 
Raheja of Hathway, and K.M. Birla. Hiranandani maintains that the titles are clear 
except /nside Outside, which, reportedly is mortgaged to Hathway, the publishers 
of Outlook. Publisher Maheshwer Peri declined to speak to BW on this issue. ww 

VANITA KOHLI-KHANDEKAR 
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HE government is adding to its 

ammunition against economic 

offences. A financial intelligence 
unit (FIU) is being set up by the Depart- 
ment of Revenue. To be headed by an 
officer of the level of joint secretary, the 
proposal for the unit has been ap- 
proved by a group of ministers. The FIU 
will collect and collate information on 
economic crimes, financial irregulari- 
ties and tax evasion, among other 
things, and pass on the information to 
the revenue department. 

There is already the Central Eco- 
nomic Intelligence Bureau (CEIB), 
manned primarily by officers of the in- 
come tax and revenue departments, 
which performs a similar task. The new 
unit will be more multidisciplinary. Ac- 
cording to a finance ministry source: 
"The FIU will have representation from 
the Department of Company Affairs, 
the Reserve Bank of India, the Central 
Bureau of Investigation, the Intelli- 
gence Bureau, banking and other such 
related bodies. It will also have officers 
from excise, customs and other related 
bodies to make it more representative. 
It will be the apex body for collating in- 


EPFO 
Nought yet 


HE country's regional provident 

fund commissioners (RPFCs) 
met the parliamentary committee 
on labour this month to discuss 
large-scale corruption involving prov- 
ident funds. The meeting offered an 
opportunity to discuss the policy is- 
sues around EPFO, including its 
stalled modernisation project and its 
deficit-ridden pension scheme. How- 
ever, some RPFCs said the broader 
issues remained largely untouched. 

Meanwhile, CPI MP Gurdas 
Gupta has claimed the prime minis- 
ter has assured him of PF rate hike 
to 9.5 per cent. That would mean a 
shortfall of roughly Rs 900 crore for 
the EPFO. Clearly, sometimes even 
the best of economists don't take 
rational decisions. m 

VIKAS DHOOT 


FINANCIAL INTELLIGENCE UNIT 


New weapon in the armoury 


formation on economic intelligence.” 

The CEIB, too, is being revitalised; the 
finance ministry is looking for a special 
secretary-cum-director general for it. A 
meeting for the purpose was held on 9 De- 
cember. The CEIB is responsible for col- 
lecting intelligence and information re- 
garding aspects of the black economy. 
The bureau is also responsible for evolving 
counter-measures for existing and new 
types of economic offences. It acts as the 
nodal agency for cooperation and coordi- 
nation against economic offences at the 
international level with other customs, 
drugs and law enforcement agencies. 

Implementation of the Cofeposa (Con- 
servation of Foreign Exchange and Pre- 
vention of Smuggling Activities Act, 1971, 
which provides for preventive detention of 
persons involved in some smuggling and 
foreign exchange irregularities) is also un- 
der its purview. The CEIB has a sanctioned 
strength of 133 officers and staff. E 

ANJULI BHARGAVA 


HREE years ago, Udayan Bose 
moved to London with his wife 
and three children and even 
bought himself a house bang opposite 
Lord's cricket ground in the plush St. 
John’s Woods area. Now the 55-year-old 
investment banker is back in Mumbai, 
with plans to start his own investment 
business. It will be something most un- 
expected. “I have to do something that 
challenges and excites me. So it can't be 
mergers and acquisitions, venture capi- 
tal or broking,” says Bose. 

Instead, Bose and a few friends have 
decided to invest their own money in ar- 
eas that interest them, especially retail 
and banking. The retail venture may be 
anew one while investments could go 
into an existing bank. There is still no fix 
on how the new company will be struc- 





UDAYAN BOSE 


Service tax: Way short of target 


HERE is some good and some bad news on the service tax front. The 

good news is that the Department of Revenue has internally hiked 
the service tax target for the year from the existing Rs 14,150 crore in 
2004-05 to Rs 15,780 crore, The bad news is that till the end of 
November, all India collection was only Rs 7,013.7 crore, which is 44.45 
per cent of the increased target.This is also lower than the pro rata target 
of Rs 10,520 crore till November. This is despite the fact that collections 
till November this year are Rs 2,659 crore higher than last year's 
Rs 4,354.69 crore during the same period. 
But the revenue gap of Rs 3,506 crore should be more than made up as 
the year progresses. “There will be 13 new services that will start yielding 
revenue from September, and that's when the service tax rate also goes 
up to 10.2 per cent from the existing 8 per cent. As a result, we should 
meet and exceed the target marginally," said a revenue department offi- 
cial. New service tax commissionerates coming up in Mumbai, Delhi, 
Chennai, Kolkata, Bangalore and Ahmedabad should help matters. As 
things stand, services tax collections from Mumbai are far lower than 
they should be but efforts are on to rectify this. LI 


tured: a partnership or a limited liability 
company, for example. But an office has 
been identified in Nariman Point; and 
Bose hopes to make an announcement 
in January 2005 and start operations 
around April. How much do they plan to 
put on the table? "Anything less that 
Rs 500 crore won't make sense,” he says. 
When BW met Bose last week at his 
club, he was on the phone trying to sew 
up one last deal for Lazard Brothers, the 
old-world French investment bank that 
he will leave at the end of the vear. 
Lazard has been a house divided: the 
original family wants to keep it a 
closed partnership while newer 
investors are pushing for a 
public listing. (Goldman 
Sachs, for instance, made 
the difficult transition a few 


The homecoming 
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years ago). 
But its the India story that has 
brought Bose back. "1 | 
was getting impa- JE 
tient sitting in Lon- 
don and watching all 
the excitement here. 
Soherelam.” E 


NIRANJAN RAJADHYAKSHA 
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HIS is one aggressive mouse. Ten 

years after it goofed up in India, 

the $28-billion Walt Disney Co., 
one of the largest media companies in 
the world, launched two TV channels, 
Disney Channel and Toon Disney last 
week. And it seems determined to make 
Disney work in India. Will it? Yes, for 
three reasons. One, this time Disney is 
on its own. It came to India in 1993 in a 
venture with the Modis. For 10 years it 
watched as global rivals like Newscorp 
(Star), Viacom (MTV) and Turner (Car- 
toon Network) raced ahead. As soon as 
the venture got over, Disney set to work 
putting together its India plan. 

Two, this time Disney is banking on 
the dynamic TV business to drive its 
growth. Earlier a large part its strategy 
relied on licensed merchandising, a no- 
go in a market full of counterfeits. 

Three, and this is very important. 
Disney is localising like never before. So 
each of the two channels come with Ta- 
mil, Telugu, Hindi and English audio 
feeds, says Rajat Jain, managing director 
(India). About 1,650 episodes of dubbed 
programming plus about 400 episodes 
of locally produced programming, in- 
cluding films on Indian folktales, makes 
it one of the largest localisation efforts by 
Disney. Almost every foreign broadcas- 
ter who has done well in India has done 
so on the back of local content. | 

VANITA KOHLI-KHANDEKAR 
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dent, Walt Disney International; 
Douglas K. Miller (M), managing di- 
rector for its Asia-Pacific business; and 
Rajat Jain (J), managing director (In- 
dia). Excerpts. 











n On what went wrong with the Modis 
H: In 1993, the times were different. 
We could have achieved a lot, but did 
not. We are believers in getting the ti- 
ming right. For example, we laun- 
ched our first channels in Scandina- 
via and Japan last year. These are 
markets you would have thought we 
would be in, but pay TV infrastruc- 
ture in Japan, for example, is compli- 
cated. It's show business, but you 
must get the ‘business’ part of it right. 





m Onthe Star deal 
H: It's platform neutral. Wed like to be 
as widely available as possible. 





m On what will drive growth in India 
and China 

M: We are opening the Disney Theme 
Park in China in September 2005; we 
expect it to be a big growth driver. 
Also, consumer products drive 
growth in China. It is a closed market 
for media and we don' have landing 
rights. But we are the number one 


= n = 
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The Disney team: 
(From left) David 
Hulbert, Rajat 
Jain, Nicky 
Robinson and ! 
Douglas Miller 


| 
| 


provider of films to CCTV, we syndi- 
cate our content to 40 stations. So in 
China it is a combination of syndi- 
cated business and consumer prod- 
ucts. In India TV will drive growth. 


& On being late in India 

M: The clock starts when the joint 
venture was dissolved two years ago. 
We have been working at a good pace 
since, even dubbing such a lot of pro- 
gramming takes a whole year. So it's 
not as if we have been slow. Sure you 
can say that should have launched a 
competitor to Cartoon Network, yes. 
But do we want to compete with it? 


m On the potential in India 

J: Less than 10 per cent of the kids in 
urban Indian cable homes watch 
kid's programmes. So it is an under- 
served market. And Indian cultural 
ethos of family-oriented entertain- 
ment sits well with Disney's. India is 
the first place in the Asia-Pacific where 
Toon Disnev is being launched. 


m On whether the India launch is on 
Disney's global radar 

H: The day before yesterday, Michael 
Eisner was in London for the opening 
of Mary Poppins, and he specifically 
talked about Asia, India and China. B 
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INDIAN OIL'S VENTURE WITH OIL INDIA 


A different oil pool 

















ILL now, the Rs 130,203-crore 
($29.8 billion) Indian Oil Cor- 


come an integrated oil company. So it 
was no surprise when IOC signed an 
agreement with Oil India (OIL) for get- 
ting into the upstream oil business. The 
two companies will jointly look at 
exploration, both in India and 
abroad. Till now, ONGCVidesh 
(OVL) has been the only public 
sector company that explored 

for oil and gas abroad. 
Under the memoran- 
dum of understand- 
ing that will be effec- 
tive for 10 years, IOC 
and OIL will have 
equal stakes in over- 

seas projects. 

In case the combine is offered the 
rights to operate in a block, then OIL will 


ANTHONY LAWRENCE 


poration (IOC) did nothavea | be the lead partner. The advantage is 


presence in the oil exploration 
business. It has, however, been testing 
the waters for quite some time to be- 


that while IOC, which is learning the 
ropes in the highly competitive explo- 
ration business, has the money to in- 








GENE Delaney, president, Global Rela- 
tions and Resources Organization and 
executive vice-president, Motorola, 
was in India to catch up with key 
clients. Excerpts from an interview 
with BW's Radhika Dhawan. 


The more immediate investment area 
would be around software engineer- 
ing. We look at India as a place where 
we can develop solutions for our 
clients worldwide. We are going to 
continue on that path. That's because 
it is obvious that there is incredible 
engineering talent in the country and 
the quality of work in our facilities 
is fantastic. 

So, as we look at investments, the 
next logical step, really, is to continue 
to improve upon engineering; that's 
where we get efficiency and creativity. 
As we go through our strategic 
processes and start tapping into our 
global resources, India remains on the 
top of our minds. 


ENE DEIA 


Motorola o 
‘Made in India’ 


w What is the size of the investments | 


we are talking about here? 

About $100 million is planned over 
the next three years. This will primar- 
ily be in developing India further as an 
engineering hub. 


a What about manufacturing? 

We used to manufacture here. We had 
a paging facility here. We are not op-: 
posed to manufacturing in India 


| again. Although we don't have any - 
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vest, OIL has the expertise and licence 
for exploration. 

Says N.K. Nayyar, director (planning 
and business development), IOC: 
"Right now, there are no plans to set up a 
separate company for upstream pro- 
jects outside India." Already, the IOC- 
OIL venture has been invited to bid for 
new gas blocks in Myanmar. Over the 
next couple of months, it plans to bid for 
blocks in Libya. 

This fits into Indias continued 
search for more oil overseas. Currently, 
around 70 per cent of the 115 million 
tonnes of oil that India refines is im- 
ported. After the IOC-OIL deal, there 
will be two state-owned oil companies 
in this country looking for equity oil as 
opposed to Chinas four. 

So, does that mean that is the first 
step towards an eventual merger of Oil 
India with Indian Oil Corporation? 
Right now, no one is willing to hazard a 
guess. But with IOC's ambition of mak- 
ingit bigin exploration, it does not seem 
to be too far-fetched an idea in the 
longer term. W 

ANUP JAYARAM 





current plan, we are open to it. 


m Do you see India driving innovation 
for vendors? 

Absolutely. In India you have a mass 
market and affordability is an issue. 
That's true for handsets as well as for 
set-top boxes and provisioning net- 
works. So, how do you deliver enticing 
products at [competitive] prices to 
create a mass market for yourself? In- 
diais going to play a big role in making 
that happen, and when it does, it's not 
going to be applicable to all emerging 
markets. India is a place we look at as a 
focal point for our thinking, for our 
strategies, but we don' think of it in 
terms of beingan India strategy alone. 
Its an emerging market strategy. 


m So is this already taking shape? 

We have taken some features on or off 
our products, but I think it'll start to 
show itself more clearly over the next 
12-24 months. The way this market is 
growing, the demands of the market 
may bring it on sooner. = 
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NDIA is truly in the midst of a 

wonderful industrial boom. In 
October 2004, growth in industrial 
output crossed into double-figures 
for the first time after a gap of 
seven long years. 

Manufacturing has been the 
star performer, growing by 11.3 per 
cent. Mining output and electricity 
generation have grown at a more 
modest 4.7 per cent and 3.8 per 
cent, respectively. 

What's particularly satisfying is 
the fact that both consumption 
and investment activities are doing 
their bit, an indication that the 
recent surge in industrial growth is 
broad-based. The Index for Capital 
Goods has shot up by 19.2 per cent 
while production of consumer 
durables was up 15.5 per cent over 
the past year. Industrial growth in 
the first seven months of this 
financial year has been a hand- 
some 8.4 per cent (compared to 
6.2 per cent in the corresponding 
period last year). This difference, if 
maintained, can add about 0.35 
per cent to the GDP growth rate. 

But will this zippy growth last? 
The last time India had a sustained 
industrial boom was 10 years ago, 
before high interest rates brought 
the party to a sudden and painful 
end. It's difficult to say whether it'll 
be different this time around, but 
the thousands of crores of fresh 
investments being lined up seem to 
suggest that industrial inertia is 
being overcome very fast. 


Æ 


OPULARITY can mean death, 

especially in the world of 
investments. Hedge fund managers 
have had to come to terms with 
this painful reality in 2004, just as 
mutual fund managers had to in 
the eighties. 

Hedge funds now have over 
$1 trillion in their kitty, largely 
because ordinary middle-class 


by Niranjan Rajadhyaksha 


American investors are now putting 
their money into these once- 
exclusive investment vehicles. 

Mainly because of that, this 
year, hedge funds have collected 
more than twice the amount of 
money mutual funds have. So it 
has been a good year for hedge 
fund managers, who usually charge 
a stiff 2 per cent management fee 
as well as 20 per cent of the year’s 
profits (if there are any). The 
apparently high fees are meant to 
be just payment for an incredibly 
smart bunch that habitually 
outperforms the market. 

However, even as collections of 
hedge funds have risen, returns to 
investors have sunk. The S&P 
Hedge Fund Index was up 1.55 per 
cent till early December, while the 
overall S&P 500 Index was up 2 per 
cent. This means that investors in 
American equity would have been 
better off buying a cheap index 
fund rather than an expensive 


. hedge fund. 


Jim Rogers, who set up 
Quantum Fund with George Soros 
in the seventies, made an acerbic 
observation in the course of a 
recent speech: “With overcrowding, 
there will be some charlatans and 
incompetence. You can't have that 
many smart 29-year-olds around.” 

Or, as a US newspaper noted 
recently: "You'd have been a lot 
better off starting a hedge fund in 
2004 than investing in one." 


Æ 


ANY countries use special 

taxes to pay for various social 
projects: a tax on petrol to fund 
new roads, a tax on private cars to 
fund public transport, or a tax on 
plastic bags to pay for urban 


| cleanliness. But a Swedish feminist 


politician has proposed something 
very interesting: a tax on all men to 
cover the social cost of violence 
against women! bj 
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MONEY MARKETS 


RBI's flip-flop 


ITHIN two weeks the liquid- 
ity in the money market has 
swung from one extreme to 


another. On 7 December the Reserve 
Bank of India (RBI) sucked out Rs 23,555 
crore through its reverse repo facility 
(where it issues securities to banks to re- 
move liquidity from the system). Al- 
though, by 10 December that amount 
had fallen to around Rs 15,820 crore. Yet, 
only three weeks earlier the central bank 
had injected around Rs 16,000 crore into 
the market through its repo mecha- 
nism. Why the change then? 

Since early December, investments 
by foreign institutional investors (FII), 
driven by the global weakness in the 
dollar, have been to the tune of Rs 6,792 





crore (till 14 December), in comparison 
to Rs 8,184 crore in November. 

To staunch the rise of the rupee 
caused by these massive FII inflows, the 
RBI has been forced to buy dollars 
through its reverse repos. "In November, 
the liquidity situation typically remains 
tight around Diwali, which is normal," 
points out Ashish Ghiya of Derivium 
Capital, a financial consultancy firm. 

Liquidity in the market is expected 
to remain ample, given that FII inflows 
are expected to continue. However, if 
the RBI slows down the pace of dollar- 
buying, it could mean a lesser impact on 
the volume of funds sloshing around. W 
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BOUT 2,500 new PC games 
are made every year. Less 
than 10 per cent of them, 
among them Harry Potter 
and the Chamber of Secrets, Half Life 
and Doom, make money. Piracy adds to 
the woes of an industry marked by long 
development cycles and high costs. 

At two global gaming industry meets 
this year (Melbourne, Australia, and San 
Jose, US), participants agreed that out- 
sourcing could ensure the survival of the 
$18-billion industry. Of the total the US 
market accounts for about $11 billion 
and Japan $4 billion-5 billion. The whole 
pie is set to grow. While the mobile 
games market, worth about $1 billion in 
2003, is projected to grow to $8 billion by 
2008, the online gaming segment is ex- 
pected to grow from $2 billion in 2003 to 
$9 billion over the next 10 years. 

A typical game title takes around 24 
months to develop and has a budget of 
$5 million-10 million, says research firm 
AC Nielsen. Of the development pro- 
cess, 60 per cent is gaming art produc- 
tion. That can be outsourced. It involves 
3D animation, models and characters. 


Private equity bets on textiles, pharma 
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RIVATE equity companies in In- 

dia are now travelling the road 

taken by Fils and hedge funds. 

Two recent deals point to this develop- 

ing trend. The first is the investment of 

Aeneas, a hedge fund, and Swiss Fi- 

nance Corporation in Ind-Swift, a 

Rs 200-crore pharma company. The 

second is Warburg Pincus's invest- 

ment in Sintex, a plastics and textiles 

company with a turnover of Rs 491 

crore. Investment banking sources say 


E 





Lakshya Digital, set up in 
September, sees this as the beginning of 
games outsourcing. It plans to develop 
entire games. Says CEO Manvendra 
Shukul: "Games process outsourcing 
can generate 30,000 jobs in India." This 
is based on the assumption that India 
can get 10 per cent of the games out- 
sourced by the West. The average salary 
for a game developer is $5,000 a month 
in the US and $1,500 a month in India. 


private equity will flow into these two 
sectors in 2005. 

The reasons are not far to seek. 
Take Indian textile companies. In- 
vestors expect them to do well in the 
post-quota world. A large number of 
textiles stocks have seen rises of 60- 
70 per cent. When ICICI Venture in- 
vested in Welspun, its share was 
around Rs 20. Today, it is close to 
Rs 120. "With their market cap now 
high enough to figure on the screens 
of private equity funds, textile firms will 
see investments in the near future," 
says an investment banker. According 
to market analysts, Warburg's invest- 
ment in Sintex is largely centred on the 
company's textile division doing ex- 
tremely well over the last few quarters. 

In pharma, investors are looking for 
the next Matrix Labs, Divi's Labs or 
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growth was not fast enough. 





With over 60 per cent of the de- 
velopment costs related to manpower, 
this will be the next big niche area. 
While development is the big part, 
the growing popularity of online games 
means that there will be demand for 
real-time support, too. Russia, Poland, 
the Czech Republic, Thailand, Ukraine, 
Vietnam and Brazil are the emerging 
hotspots. Time for India to joinin. W 
SHELLEY SINGH 


Aurobindo Pharma. Ind-Swift fits the 
bill as its sales have risen more than 
30 per cent and profits have risen four- 


| fold over the last year. It has landed 
| contracts that are worth more than 


four times its turnover. "Pharmaceuti- 
cal companies that show such growth 
are the ones that will attract invest- 


| ment,” says the banker. 


While they will continue to get in- 
vestments right through, investors will 


. wait for textile companies to weather 


the no-quota regime in the first half of 


| 2005. One can then expect to see pri- 
| vate equity go into more textile compa- 


nies in the second half. "Everybody 
wants to know how Indian firms handle 
the heat from China," says an investor. 
The one sector that did not meet 
sales expectations was auto ancillar- 
ies. It has mid-caps but their sales 
d 
SHISHIR PRASAD 





brighter opportunities. 
900 branches integrated under Core Banking Solutions. 


Access your account anytime, anywhere. 
With Union Bank of India’s state-of-the-art technology platform. 





Multi Branch inter-connected 24x7 Internet 
Banking ATM Network Banking 


Telebanking 


Now, an enhanced Core Banking Network, covering 60% of all our banking business allows you to 
access your bank account through 500 branches, inter-connected across 111 centres. Also, avail 
the ease of online transactions through a widespread network of 280 ATMs, at 125 centres. 


Furthermore you benefit from other value-added features at any CBS Branch in the country. 


* Telebanking Instant transfer of funds 

' Internet Banking Deposit clearing cheques or update 

* Multi City Cheque Facility passbooks 

* Multi Branch Banking Online view of accounts & funds transfer 


* Deposit/withdrawal of cash through Delivery Channels 


All this and more, so that you're never too far away from your account. 


Visit us at www.unionbankofindia.com 


Union Bank of India 


Good people to bank with 














| 


AIRPORT MODERNISATION 


Overseeing 
the overhaul 





N a typical example of putting the 
cart before the horse, in 1999, the 
government had announced its 
decision to allow private parties 
into airport development and opera- 
tion, without any mention of a regula- 
tor to oversee the activities of the vari- 
ous proposed operators. The process 
has dragged on so long that the govern- 
ments recent announcement to set up 
a regulatory authority for the aviation 
sector appears quite timely. 

Regulation of airports, especially 


with private participation, becomes | 


critical. Typically, landing, parking and 
take-off, route navigation charges and 
charges levied on passengers are set by 
the airport operator. Airport charges in 
India are currently 78 per cent higher 
than the international average. A study 
done by the Naresh Chandra Commit- 
tee shows that charges per flight of a 
Boeing 737-700 in India are higher than 
in Bangladesh, Malaysia, Thailand, the 
US (Miami airport) and Australia. 


The regulator needs to ensure that | 


the present charges are reduced, and 
that the new private operator does not 
abuse its monopoly power by charging 
at will. For instance, in the UK and Aus- 
tralia, the regulator calculates the ap- 
propriate level of airport charges by de- 
ducting the revenues generated by the 
operator through commercial activities. 
Air traffic control services, due to their 


natural monopolistic characteristics, 
are also regulated in many countries. | 





There can be a tendency to overcharge 
in areas with high traffic density. 

Another important area for regula- 
tion will be the allotment of slots and 
parking bays. "At present, the Airport 
Authority of India arbitrarily allots time 
slots," says an aviation industry source. 
In the UK and certain countries in Eu- 
rope, slots are bid for by the airlines and 
allotted on this basis. Allotting of park- 
ing bays will also be an important area 
of regulation in India, since their num- 
ber is very limited, particularly at high 
traffic airports. 

Monitoring safety and quality stan- 
dards will also require active regulation. 
In India, the Directorate General of Civil 
Aviation (DGCA) monitors personnel li- 
censing, flight operations and airwor- 
thiness of aircraft through a safety over- 
sight system. "In the US the Federal 
Aviation Authority looks into all aspects 
of regulation. In India, DGCA could be 
merged with the new regulatory author- 
ity or could continue to monitor safety 
and other such standards while the reg- 
ulator looks at the commercial aspects," 
said a civil aviation ministry official. 

Very few countries resort to alloca- 
tion of routesor controlling fares among 
airlines, but many countries ensure that 
their airlines do not enter into anti- 
competitive practices through strong 
anti-trust laws. In their absence in India, 
it remains to be seen what the role of the 
regulator here will be. | 
ANJULI BHARGAVA 
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GURINDER OSAN 


SEBI 
A rethink please! 


ECURITIES and Exchange 

Board of India (Sebi) mem- 

ber T.M. Nagarajan retired 
in September 2004 and A.K. Batra 
resigned last week due to ill health. 
That left Sebi chairman G.N. Baj- 
pai, who is to retire on 28 February 
2005, as the sole member. Soon 
after Batra left, the finance min- 
istry named former income tax 
commissioner C. Anantharaman 
and UBI managing director Mad- 
hukar to the Sebi board. For chair- 
man, the name of expenditure sec- 
retary Dhirendra Swarup is doing 
the rounds. It seems that this gov- 
emment is taking almost the same 
steps as the last one when consti- 
tuting the regulator. 

Sebi's reputation is at its worst 
now. A series of high-profile cases 
have been thrown out by the Secu- 
rities Appellate Tribunal, there's 
complete failure in investigation 
and enforcement actions, whether 
it's against the mutual fund indus- 
try or the ONGC share allotment 
bungle. Even the Manic Monday re- 
port, which the FM expected to be 
ready last month, is not in sight. 

At such a time, bringing in a 
taxman, a banker and a bureaucrat 
once again to monitor the capital 
markets shows the government 
has no new ideas about creating a 
more effective regulator. Doubtless 
they are all competent people in 
their current assignments, but 
none of them have specialised in 
the market — a problem that 
plagued earlier Sebi boards. 

What's more intriguing is that 
the govemment has left the job of 
choosing the new chairman to 
HDFC chairman Deepak Parekh 
and former Reserve Bank of India 
governor C. Rangarajan. Says one 
market observer: "The HDFC group 
has different entities that are regu- 
lated by Sebi. So, as a panel mem- 
ber choosing the Sebi chairman, 
he is an interested party." m 
VIKAS DHOOT 
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AIR DECCAN 


The early bird... 


OW-COST domestic airline Air 

Deccan is trying to gain critical 

mass before other similar air- 

lines like liquor-baron Vijay 
Mallyas Kingfisher take off around April 
2005. So, it is looking at adding sectors 
and aircraft. It also plans to target the 
corporate traveller, a class that has not 
really been its focus so far. 

Air Deccan hopes this plan will give 
itan unassailable lead. In Europe, route- 
for-route, established plavers are able to 
offer lower fares than new operators and 
often drive them away. Easyjet and 
Ryanair, the two pan-European low- 
cost operators have been able to consis- 
tently offer lower fares resulting in many 
new carriers having to shut shop. 

Last week, Air Deccan raised $40 
million by placing new 


shares with the 

US-based Capital APRIL2005 — 
International and Other low-cost air- 
ICICI Venture lines to start flying 


Funds. Part of the 
funds will be used 
to pay for new air- Y 


craft. It currently DECEMBER 2004 
operates three Air- Air Deccan oper- 
bus 320 and seven ates 76 flights to 
ATR aircraft. Man- 23 destinations 


aging director G.R. with 10 aircraft 
Gopinath has told 
the media that the 


airline would have Y 


a fleet of 60 aircraft 
Magi qiia 25 AUGUST 2004 
(30 Airbus and 30 

First metro route 


ATR) in the next Airbus flight 
— irbus flight. 
five years. The air- 


line operates 76 
flights now. 

The carrier has 
so far been target- 
ing the 10-15 per 
cent of the airline 
passengers com- 
prising leisure tra- First low-cost ATR 
vellers, VFR (visit- flights. 
ing friends and n 
relatives) and bu- 
sinessmen from 
smaller towns. 

However, it cannot 
continue to ignore 


25 AUGUST 2003 





the bulk of the fliers, the usual business 
travellers, that sustain other airlines. 

For those who want to fly at their 
own convenience, Deccan Aviation, à 
sister concern, plans to acquire about 15 
business jets in the next five years. 
Gopinath feels such a service can be run 
viably now. 

Air Deccan's performance so far has 
been encouraging. Occupancy on the 
Airbus services has been 100 per cent on 
the Delhi-Bombay and Delhi-Banga- 
lore routes for the past six weeks. The 
airline has been pleasantly surprised to 
see flights fill up on the fares offered by 
it. Even routes like Delhi-Guwahati and 
Delhi-Dibrugarh have seen occupan- 
cies of 85 per cent. These are category C 
sectors (less busy) and any airline flying 

busy sectors has to have a propor- 

tion of such sectors in its schedule. 
However, on sectors like Bangalore- 
Hubli and  Hy- 
» derabad-Vijava- 
wada, where it is 
the sole operator, it 
has managed occu- 
pancy averages of 85- 
87 per cent, a reflec- 
tion of the fact that it 
has been able to 
successfully con- 
vert upper class rail 
passengers. 
On-time perfor- 
mance has been an 
area of concern. The 
November figures 
show that there has 
been a noticeable 
improvement with 90 
per cent of all ATR 
flights being in within 
| hour of schedule. The 
corresponding figure 
for Airbus flights was 91 
per cent. i 
SAMAR SRIVASTAVA 
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POST iTS 


CHEERS FOR CHEVY 
Aditya Vij, managing 
director, General Motors 
India (GMI), has reason to 
cheer. In over six months 
since its launch, GM's 
Tavera had sold 7,000 
units by November 2004, 
against a target of 
10,000 units by 
December 2004. And 
GMI is set to achieve the 
target, says a company 
spokesperson. Like 
Optra, the first Chevrolet 
offering, Tavera has 
struck the right product-price balance and is priced in the 

Rs 5.5 lakh-8.5 lakh range. How important Tavera is to GMI 
can be gauged by the expectations attached to it. Vij had told 
BW at Tavera's launch that he expects to sell around 25,000 
units of it in 2005. With India's utility vehicle market growing 
at 20 per cent per year, it seems to have timing on its side. 


DILEEP PRAKASH 


LOCAL ADVERTISING 


Oh Kolkata! 


OR Kolkatas stagnat- 

ing advertising mar- 

ket, any news is good 

news. The 
Rs 500-crore ad market of the 
eastern India metropolis has 
been getting a leg up worth Rs 
25 crore coming from the 
most unexpected source — 
local brands. Rediffusion 
DY&R has won six new ac- 
counts in one year, many of 
them local. Like PC. Chandra 
Jewellers — one of the oldest 
jewellers in the country. It in 
the process of a makeover to 
take on the likes of corporate 
brands like Tanishq and 
Oyzterbay. Rediffusion DY&R 





won its Rs 3-crore business in a closely-fought pitch with 
other national agencies, an attention local brands have of late 
begun to enjoy. So hot is local advertising that Lowe, usually 
chary of handling small brands, had to rethink its strategy. It 
worked out an interesting arrangement with one of the oldest 
local agencies, Standard Publicity. Lowe provides Standard 
with back-end support like creative and strategy. It is early 
days yet for this experiment, but according to D.K. Guha, as- 
sociate vice-president, already 3 per cent of Lowe's billings are 
coming from this year-old experiment. This is expected to go 
even this would bring annual sales up to 6,000 units in 2004- up to 7 per cent next year. Another local addition in its portfo- 
'05, much below its target of 8,000-10,000. Moreover, since lio is the Rs 1.5-crore account of City Centre, a mall-cum-en- 
this upsurge in sales is solely price-driven, HMI will have to look = — " 
beyond such offers to sell the product in the long-term. 


Ls a a 
its SALE time 


ITIN Vaidya should be 


ELANTRA'S DAY OUT Speaking of cars, Hyundai Motors 
India (HMI) has sold 1,000 units — a quantum jump from its 
earlier sales figures — of its D-segment offering Elantra in the 
last week of November. While competitors Toyota Corolla and 
Chevrolet Optra were selling 750-plus cars a month, Elantra 
sales were at only 400, thanks mainly to its old-fashioned 
styling. To plug in the hole, HMI introduced discounts of around 
Rs 1.5 lakh on three Elantra models through a discount week, 
following which monthly sales are expected to rise to 500. But 





ADVERTISING & MARKETING 


bureau. From producing the 


All figures in Rs, ex-showroom, Delhi 


Model "eger price Discount price smiling. The business | news bulletin for Alpha 

GT 877,283 747,747 head of Alpha Marathi,one | Marathi soon after its launch 
GLS 967,640 799,999 of the biggest successes in in 1999, he went on to head 
CRDi 1059,130 977,777 regional broadcasting re- it. It then paved the way for 


Source: Hyundai Motors India 








cently, has been made the 
head of Smile TV as well. The 
channel, a part of Dish TV 
( Zee's direct-to-home plat- 
form) offering, will now be 
on cable. So, what's he do- 
ing at Smile, a comedy 
channel? Vaidya is an old 
print media hand. After 
spending seven years as 
the Delhi bureau chief of 
Maharashtra Times, he 
moved to head the Zee news 
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the other regional forays of 
the Rs 1,370-crore Zee Tele- 
films, into Bangla and Gu- 
jarati. But Marathi has been, 
by far, its most successful 
language channel, bringing 
an estimated Rs 50 crore in 
ad revenues. 

Smile TV may not be as 
easy. Whether a comedy 
channel can excite jaded 
viewers or cable operators 
groaning under the weight 
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tertainment centre. 

The ad market in the city was uninspiring with most agen- 
cies limited to doing local work for national accounts. But 
over the last three years, the adscape has been changing and 
Calcutta-based brands started making their way as coveted 
accounts for most of the city's leading agencies, national and 
local. Today the size of that portfolio is Rs 25 crore and is esti- 
mated to be growing at about 35 per cent every year. 

The resurgence of advertising growth in Kolkata ties in 
with the sectors leading the city's economic resurgence — re- 
tail, real estate, jewellery and education services. Local 
brands are now so big that they want to take on national 
brands in the city and outside it. It was, in part its aggressive 
advertising that has helped Shreeleathers, a local footwear 
brand, overtake sales at the largest-selling Bata store in the 
city. Himalaya Opticals, a top of the line optician, has made 
successful forays into Delhi and Chennai, apart from smaller 
towns like Siliguri and Raipur. 

However, not everyone thinks this is the sign of boom 
times. “It doesn't compensate for the big decline Kolkata 
faced in advertising. It's basically a consolation prize for the 
sustained drying up in the Kolkata ad scenario," says Ram 
Ray, chairman, Response India. The agency handles a clutch 
of local brands including Shreeleathers (along with Genesis) 
and Himalaya Opticals, among others. If not a boom, at least 
local brands can bring back a spark of the old times. z 

PALLAVI ROY 





AROUND 


of an overcrowded cable sys- 
tem of the country is a moot 
point. But Vaidya is confi- 
dent. “Comedy as a genre 
has not been explored,” he 
says. So he is considering us- 
ing Hasya Kavi Sammelans 
among other things. It is a 
strategy he has used with Al- 
pha Marathi, where the 
channel worked with auth- 
ors and poets to create some 
interesting shows. It worked 
well with the culturally liter- 
ate Marathi audience. But 
this time the formula might 
be truly tested. Ww 
VANITA KOHLI-KHANDEKAR 








MEDIA ROOM 


LOBALLY, major televi- 

sion markets like the 
UK, the US, France or Ger- 
many do not have 'must 


long-running shows? That is 
the basis of TAM Media Re- 
search's latest question. Its 
paper, Unconventional 


provide’ rules. So why isthe | Ways to Understand In- 
Telecom Regulatory Author- | Home TV Viewing Behavior, 
ity of India (Trai) insisting on | tries to measure the rea- 

a ‘must carry’ in India? sons for loyalty shifts and 
TRAI's 10 December regula- | fuses it with TAM TV panel 


tion argues that the idea is data. The paper will be pre- 


to ensure enough competi- sented at the ESOMAR (Eu- 
tion among TV platforms so ropean Society for Opinion 
that the consumer has and Marketing Research) 
more choice. So, if Star is conference in Tokyo in early 
forced to give its channels 2005. The question sounds 


to Zee's Dish TV (DTH), then 
it will mean more people 
will buy Dish TV and cable 
operators will truly have 
competition. But if Star, Zee 
or anyone else offers the 
same channels on DTH 
and on cable, 
why would any- 
one choose one 
over the other? You 
could argue that ser- 
vice could be a differ- 
entiator. But why would 
anybody spend Rs 1,500 
crore or so, to launch a me- 
too DTH service. About 15- 
20 per cent exclusivity in 
content is the norm any- 
where in the world. Trai 
chairman Pradip Baijal 
reckons his first priority is to 
let the industry develop. 
"Let there be 10 million 
DTH homes, then we will re- 
lax," says he. What about 
allowing some real compe- 
tition among platforms. Let 


nebulous. Last year TAM 
asked an equally vague 
question: How does one 
measure the impact of ads 
placed in shows, or soft ad- 






vertising? It ended up devis- 
ing a way to measure their 
TRPs, to price such spots, 
and went on to win the best 
paper award at ESOMAR 
2004. 


OOK out for Queen, 

Pink Floyd, The Ras- 
mus, Eminem and others 
on a 24-hour international 
music channel. VH1, a 
channel from the US-based 


cable operators offer voice, | $26.5-billion Viacom goes 
just like broadband opera- on air this month. After 
tors can offer TV and data. Australia, India will be the 
e second country in the Asia- 
Pacific to carry all three of 
VER 10,000 pro- Viacom's 24-hour channels 


— MTV, Nickelodeon and 
VH1. The idea is good, 


grammes are launched 
every year on TV screens in 


India. Why do some of them but can it manage to find 
make it and others don't? space in an overcrowded 
How do the successful ones | cable system? * 


manage to lure viewers of VANITA KOHLI-KHANDEKAR 
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The author is consultant 
editor of The Telegraph 


Sebi is 
neither 
profes- 
sional nor 
fair; an 
indepen- 
dent 
probe 
into its 
operation 
is long 
overdue 


aby ashok v. desai 


Is Sebi a watch- 
dog or a lap dog? 


N September 2002, Sebi cancelled the | 
registration of First Global as broker and | 











portfolio manager. On 3 December 2004, 


the Securities Appellate Tribunal re- | 


stored its registration on the ground that 
Sebi took more than 30 days to pass the ban or- 
der after the mandatory hearing. Sebi issued a 


, defiant statement questioning whether the 30- 


day limit was mandatory. These events do not 
end a shameful chapter in Sebi's history; it 
momentarily brings it back in public view 
When Yashwant Sinha presented his bud- 
get in 2001, the fiscal performance under his 
leadership till date was unflattering. As a pro- 











ited; he got most of it from Madhavpura Co-op- 
erative Bank, a small, shady Gujarati mofussil 
bank. So he confined himself to technology 
shares with limited floating stock — DSQ Soft- 
ware, Pentamedia Graphics, Silverline Tech- 
nologies, Global Tele and such. The US IT 
boom melted in April 2000; soon it cast a 
shadow on the Indian markets, and prices of 
tech stocks began to crumble. Ketan Parekh 
staved off the fall for a while by getting Calcutta 
brokers to buy, but bereft of access to money, he 


. could not sustain their purchases. 


portion of GDP between 1996-97 and 1999- | 


2000, government capital expenditure had fall- 
en from 3.1 per cent to 2.6 per cent, while reve- 
nue expenditure net of interest had risen from 
7.3 per cent to 8.4 per cent. Fiscal deficit had 
risen from 4 per cent to 5.6 per cent. When they 


first got access to the Central coffers, BJP lead- | 


ers large and small went on a spending spree; 
Sinha didnt have the clout to resist their depre- 
dations. They made their reputation by taking a 
bus to Lahore and other stunts; he lost his. In 
the 2001 budget, Sinha tried to retrieve it: he cut 


| food and fertiliser subsidies, reduced interest | 
| on small savings, introduced CENVAT, and | 
| taxed export profits to reduce the fiscal deficit. 


The day Sinha presented the budget, the 
stock market rose to greet his budget. But soon 


it started falling. The fall became a deluge | 


when, on 13 March, Tehelka released video 
tapes of BJP and JD(U) leaders taking money in 
the house of George Fernandes in return for a 
promise that Tehelka's bogus defence suppliers 
would get a good deal from the defence min- 
istry. That day, the Sensex touched 3,500. 

That crash drove the last nail in the opera- 
tion of Ketan Parekh, an old-style share manip- 
ulator. He used to borrow from banks, siphon 
the money into a small number of shares — 
called K-10 shares — and, when the public 
jumped on the bandwagon, he would jump off 
and book profits. His access to money was lim- 


Just as Manmohan Singh saw a conspiracy 
in the stock market meltdown following the re- 
turn of the Congress last May, Sinha saw one in 
the fall of March 2001, and set his watchdog, 
Sebi, on Ketan Parekhs trail. It happened that 
Tarun Tejpal had raised money for Tehelka 
from Shankar Sharma' First Global. Sebi in- 
volved Sharma in the Ketan Parekh inquiry and 
closed down the operations of First Global. 

The NDA did not stop there. It made official 
agencies raid First Global, file numerous cases 
against it and sent Shankar Sharma to Tihar jail. 
That is when I got interested in his case. Sebi 
had based all its action on reports it had taken 
pains to keep secret — just as it is keeping the 
wraps on its report into the manipulations 
alleged by the PM in May. But some copies had 
leaked out; I went and got one from Bombay. 1 
found that the case against Shankar Sharma 
was completely concocted. All evidence was of 
the following sort: First Global sold 100 shares 
of X and their price went down by Rs3 in the 
next ten minutes. Evidence of First Global's 
purchases and others' sales was carefully cen- 
sored. The NDA had used Sebi for victimising a 
man who was only accidentally connected 
with the source of its Shame; and Sebi had ea- 


| gerly helped in the victimisation. 


So I am happy that the Securities Appellate 


. Tribunal has restored First Global's registration. 


But far more important is an investigation into 
Sebi's shady role under NDA, and its reform 


. intoacompetent regulator. m 
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HIS AVERAGE HEIGHT IS 15 
INCHES. HE'S A BIT OF A 
SQUARE HEAD, MAY HAVE A FEW 
WIRES CROSSED AND DOESN’T 
MOVE AN INCH ALL DAY. 


PhD 
pr. Lead, | 
Institute of Global Marketing 
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HE reception of iSoftTech So- 
lutions’ Chennai office defies 
convention. So does its busi- 
ness model. Strange corners 
protrude into the small, yet 
tastefully done, lounge space. 
Three brightly-lit corner pillars are cov- 
ered with inspirational text written by 
Rabindranath Tagore, Ayn Rand, etc. Be- 
yond the reception, there are five meet- 
ing rooms and about 100 open cubicles, 
each of which is painted in bright pur- 
ple. The cubicles come in two sizes — a 
subtle reflection of the flat two-tiered 
organisational structure not uncom- 
mon in start-ups. The first type is six- 
and-a-half by six-and-a-half, meant for 
the product engineers. The second is 
six-and-a-half by ten feet, meant for 
managers. Even president and COO Vi- 
jay Babu sits in one of them. 

A month from now, about 20 of the 
cubicles will be vacant. The engineers 
who inhabited these for over three years 
have just been acquired by Yahoo!. 

It was from these very cubicles that 
they developed a software product 
called Bloomba. Simply put, Bloomba is 
an email client with a powerful search 
engine that does away with the need for 
folders. Heavy email users with hun- 
dreds of emails in their inbox will find 
Bloomba much easier to use than 
Microsoft Outlook. 

But iSoftTech does not own the intel- 
lectual property of Bloomba. It is owned 
by the US-based Stata Labs. The prod- 
uct was its brainchild. But it was com- 
pletely developed by iSoftTech. The lat- 
ter was acting as an outsourced product 
development company for Stata Labs. 

Yahoo! recently acquired Stata Labs 
along with the 20 iSoftTech engineers 
working for Stata Labs. Yahoo! now 








plans to use Bloomba to take on Mi- 
crosofts Outlook and Google's Gmail. 

This is the biggest breakthrough vet 
for the three-year-old iSoftTech, but not 
in the way you might imagine. The deal 
may have brought in a substantial, 
though unspecified cash inflow. It might 
even have enhanced the company's 
global reputation, but that's not why this 
is such a big deal. This is exciting be- 
cause it offers evidence that iSoft Tech's 
unique business model is working. 

The $1.4-million iSoftTech is not an 
IT product development company. It 
does not dream of owning world- 
changing software products. Neither is 
it an IT services firm. It doesn't hope to 


cut bills worth hundreds of millions of 


dollars through run of the mill develop- 
ment and maintenance contracts; iSoft- 
Tech treads the middle ground. It is a 
product development services com- 
pany operating in the cusp between 
products and services. 

Recently, quite a few small to med- 
ium-sized companies have ventured 
into the unexplored space of outsour- 
ced product development. Bangalore- 
based Symphony Services was among 
the early players (See'A Different Music’, 
BW, 19 July 2004). Then there are Aditi 
Technologies and Aztec Software (Ban- 
galore), BrickRed (Noida), and Aspire 
systems (Chennai). But what is a prod- 
uct development services company? 

Typically, when any company starts 
to develop a software product, it would 


have a unique differentiator or core of 


the product. That core generally ac- 
counts for 15 per cent of the develop- 
ment work of the product. This would 
invariably be developed in-house. But 
the product would also have a lot of 
other modules. These are essential, but 


BUSINESSWORLD 28 27 DECEMBER 2004 





UNEXPLORED 


GUSP 


Most IT 
products 
companies 
fail. And IT 
services 
firms don't 
create 
intellectual 
property. But 
now, a 

few IT 
companies 
are exploring 
an intriguing 
middle path. 
By M. Anand 
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ep Singh, chairman of Aditi Techi 
ompany around product development 


they are not big differentiators. This is 
where product development services 
companies step in — they develop these 
non-core modules. 

There are also occasions where 
companies opt for completely outsour- 
ced product development — they own 
the core idea, and get everything done 
outside. That's exactly how Stata Labs 
used iSoftTech to develop Bloomba. 

There are several reasons why com- 
panies developing products are willing, 
even keen, to outsource. It helps devel- 
opers cut the time to market. It also frees 
up the product development com- 
pany's management resources to con- 
centrate on the most critical core of the 





product. This could turn out to be a big 
opportunity for Indian companies. 

A Nasscom-MckKinsey analysis fore- 
casts that the product and technology 
services revenues of Indian companies 
could reach $8 billion-1 1 billion by 2008. 
Over 23,300 software companies in the 
US, with combined revenues of over 
$103 billion, spend 18-25 per cent of 
their revenues on product develop- 
ment. That adds up to a $19 billion- 
26 billion annual spend on product de- 
velopment (See ‘Who Needs Outsource- 
d Product Development? ). Theoreti- 
cally at least, almost all of it can be 
outsourced. But there is one problem. 

Very few companies in India — we 
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THE DIFFERENT SHADES OF 


Product development outsourcing 
is still a relatively new area. Several 
routes are open to product 
companies that are looking to 
outsource work to India. 


t development 


Bits and pieces of the product, 

mostly non-core, are outsourced. 
Product integration skills are key 
for both client and service provider. 


,U- development 
The customer's and the service 
provider's teams work jointly in an 
onsite-offshore manner to develop 
the product. This helps the client 
develop trust in the service 
provider's capabilities. 


development 


The service provider provides the 
required bodies, infrastructure and 
an offshore development facility. 
The product engineers are 
managed directly by the client. 


development 


The Indian company takes 
complete responsibility for the 
development. Takes an idea from 
the client and delivers a product. 


development 


Yahoo!'s acquisition of the 
iSoftTech team that developed 
Bloomba is a good example. The 
team of the service provider is 
later transferred to the client. 


Companies may choose to develop 
on their own and later have the 
testing outsourced. 


maintanence 


Existing products may need 

changes, upgrades, switchover to 
new platforms, customization etc. 
Even these are being outsourced. 


management 


Every product has a lifecycle. This 
entails new versions, upgrades, 

etc. The management of a product 
during its lifecycle is outsourced. 





Sdepth 


are really entering rarefied strata here — 
have the skills needed to develop world- 


class products. Besides, why would IT 


products companies ever want to make 
a business in giving away such products 
to other companies? 

There is a reason. Software products 
fail more often than they succeed. 
Good, and even exceptional products, 
have failed for lack of financial or mar- 
keting muscle. In many cases, new, dis- 
ruptive technology can make a product 
obsolete in no time. Even large product 
companies face huge risks. Start-ups 
have limited chances of success in full- 
fledged product development. And who 
better to tell you that than an entrepre- 
neur who tried it and gave up? 

Pradeep Singh is a feisty entrepre- 
neur. He was among the earliest Indians 
to set up an IT products company. The 
former general manager of the Mi- 
crosoft's Windows 95 mobile services 
group chucked his job in Redmond to 
float Aditi Technologies. Aditi developed 
a CRM product called Talisma in the 
mid-1990s, and later spun it off as a sep- 
arate company. But nothing that he had 
studied at Harvard Business School or 
learnt at McKinsey prepared Singh for 
what was to come. 

Over the next decade, Talisma 
sucked in about $70 million invest- 
ments, mostly funded by venture capi- 
talists. Singh, who did not match those 
investments, was left with a dwindling 
minority holding in the company. 

In 2002, he gave up his CEO job and 
in 2003 resigned as its chairman. Tal- 
isma is a global company today and is 
doing well, under new investors with 
deep pockets. But Singh has no role in 
the new scheme of things. So, he went 
back to Aditi. "Aditi was left rudderless 
when I moved to Talisma. It was time to 
give it a new direction." 

Singh is a product creator at heart. 
He was not interested in the IT services 
business because it offered no scope for 
intellectual property creation. More- 
over, the services business was now all 
about scale. There was no way Aditi 
could catch up with a billion-dollar In- 
fosys or Wipro. But, he also knew that he 
would be unable to sustain another new 
product. “I have lost my appetite for tak- 
ing big risks like Talisma. Creating a new 
product company in today’s environ- 
ment is difficult.” That was why he de- 


cided to explore the middle 
path. 

Now, Aditi has stopped de- 
veloping products on its own. 
It only provides product devel- 
opment services to other com- 
panies. It has revenues of 
about $20 million, and expects 
to grow 50 per cent this year. 
“But, even if we are creating 
products for someone else, the 
excitement of product cre- 
ation still remains with us,” 
Singh explains. 

A good example of this is a 
product that facilitates secure 
sharing of digital content (mu- 
sic, games, etc) that Aditi re- 
cently developed for a start-up 
company. The start-up 
approached Aditi with an idea 
to tackle online piracy and ille- 
gal sharing of digital content. It 
wanted Aditi to convert the 
idea into a product that could 
be sold to retail websites. Over 
the next 12 months, about 40 
engineers from Aditi worked 
on the idea. The team took end-to-end 
responsibility for the product, from dis- 
covery to delivery — from creating the 
marketing requirements document, 
product specifications, prototypes, de- 
sign/architecture and development to 
the final shipping. The result was à 
product that ensures that consumers 
who buy online music are not able to 
pass it on. Using this product, the start- 
up has established itself with leading 
music distributors and secured the 
rights to retail almost 450,000 songs. The 
product is now being used in one of the 
world's largest e-commerce sites. 

It is only recently that Indian com- 
panies are getting opportunities to de- 
velop complete products on their own. 
Bloomba is the other such example. 
Such opportunities used to be rare; but 
they are now becoming more frequent. 
Still, a bulk of the product development 
services pertains to smaller modules. 
For example, iSoftTech is now working 
with a large European company to build 
a new router that will take on the likes of 
Cisco and Juniper. The core of the router 
— à data path engine — is being devel- 
oped by the company. But, iSoftTech 
has been given a three-fold responsibil- 
ity: it has to develop the network man- 
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Heralding the next outsourcing wave: Gowri 
Shankar, CEO, Aspire Systems (L) and Vijay 
Babu, COO, iSoftTech 


agement software for the router; it will 
be responsible for about 80 per cent of 
the testing of the completed router; and 
it will have to develop all the embedded 
software for the router, jointly with the 
European company. This project started 
off with two people, but has since grown 
to over 20 engineers. 

Similarly, Aspire Systems, a Chen- 
nai-based company, has bagged a con- 
tract to test a media management prod- 
uct. (It controls screening of ads, billing, 
slot management, etc., for television 
channels.) The $3-million Aspire is also 
developing a data driver for a Houston- 
based company. This driver will enable 
PC users to access data on mainframes 
with relative ease. It is being developed 
by a 20-member team; ten from the 
Houston company and ten from Aspire 
(See ‘The Different Shades Of Outsour- 
ced Product Development ). 

Companies generally start off by de- 
veloping smaller modules before they 
graduate to developing a full-blown 
product. But, even this calls for substan- 
tial skill-sets, most of which are simply 
not available with even large IT services 
companies. First, these product devel- 
opment services firms need to maintain 
a constant hotline with the customer. 





WHO NEEDS 
outsourced product 
development 

ANDWHY — 


START- us — — 
They are the ones most keen to 
outsource product development. 
Cost savings is a big reason. So is 
a faster time to market. Recently, 
venture capitalists are also 
championing the outsourced 
product development model. 


MEDIUM SIZED companies 


They are under the maximum 
pressure. They neither have the 
nimbleness of the start-ups nor the 
muscle of the large established 
players. Bulk of the product 
development work that is being 
send to India comes from these. 


LARGE PRODUCT companies 


Large companies have been late 
adopters of the model. They have 
preferred captive units over third- 
party companies. Their primary 
worry is IP security and the quality 
of deliverables. But companies like 
Aditi Technologies are reporting an 
increasing number of enquiries from 
some large product companies. 


They need to be privy to al- 
most every discussion, debate 
and development at the 
client-end. Else, they face the 
risk of lagging behind in the 
development. “We work as if 
we are the extended engineer- 
ing.team of our customer,” 
says Babu. 

Second, the very approach 
to writing code is completely 
different. IT services compa- 
nies seldom look at the code- 
base. If the functionality of the 
program is fine, they are 
happy. If the front-end works 
for the user, that's enough. But 
product companies drill deep 
into the code of the modules 
that they have outsourced. 
Code-efficiency and quality is 
important; it is not just 
enough if the module works. 
"Initially, we had great diffi- 
culty adjusting to this mind- 
set,” concedes Gowri Subramanian, 
CEO, Aspire Systems. 

But for companies that are able to 
make the transformation, the bounty is 
plentiful. First, margins in the business 
are much better than in IT services. 
“Billing rates per engineer per month 
can be as high as $7,500, compared to 
the $2,000-$4,500 that services firms 
make,” says Babu. Sources say billing 
rates are at least 30 per cent higher than 
the IT services industry. “The client is 
ready to pay higher bill rates for pre- 
dictable high-end product delivery." 

More importantly, these companies 
have the opportunity to do bleeding- 
edge product development. "It is as if a 
small company is actually working on a 
group of products, but without the asso- 
ciated risks," says Babu. There can be no 
greater turn-on for many hi-tech start- 
ups. Finally, even one successful prod- 
uct can bring global recognition and a 
consistent stream of revenues. Product 
upgrades, new versions, etc., keep prod- 
uct development services companies 
busy even after the initial launch. 

But despite these obvious benefits, 
one uneasy thought remains. Are the 
outsourced product development com- 
panies making a mistake by giving away 
all the intellectual property rights (IPR)? 
The answer is no. 

Even if they do own the IPR, Indian 
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companies are in no position to exploit 
it. Most of them do not have either the fi- 
nancial or the marketing muscle re- 
quired, And product development ser- 
vices companies follow this business 
model only because they don't want the 
risks associated with new products. Be- 
sides, this is the only way most product 
companies will play the game. If they 
are forced to share the IPR, theirinclina- 
tion to outsource may dissolve. 

But a few like Babu believe that it is 
possible to create IP even if you are wor- 
king in the product development ser- 
vices model. "We continue to build our 
own IP" he says. Now, iSoftTech is devel- 
oping reusable components that could 
belicensed out to clients. For example, it 
has developed a workflow engine which 
an IT company can use to manage its 
projects. It has also developed a cus- 
tomer support management software 
for call centres. This is being marketed 
jointly with another complimentary 
product owned by a Delhi-based firm. 
But this model does have its limitations. 

Other interesting solutions are also 
emerging. An organic foods company in 
the US is seeking to disintermediate the 
distribution chain of the multi-billion 
dollar industry through an IT product. 
The development of this product has 
been outsourced to Aspire Systems 
Though Aspire will not own the IP of the 
product it develops, it will receive an eq- 
uity stake in the organic foods company. 
This will ensure that Aspire also gets to 
share the long-term benefits of the IP it 
has created. Aditi Technologies too has 
operated in the equity-share model in 
the past, and may do so again in the fu- 
ture. Such an arrangement could be a 
win-win in the long run. 

For the moment, outsourced prod 
uct development is seen as one way for 
small IT service firms to differentiate 
themselves from the larger firms. This 
model may not appeal much to the big- 
gies because it is not as scalable as IT 
services. But for smaller companies, 
outsourced product development is à 
terrific learning opportunity. More im- 
portantly, these companies are helping 
build a product development ecosys- 
tem within the country. Who knows? 
One day, one of these companies could 
develop a killer productofitsown. W 
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tising is 
more 
effective 
when it 
connects 
with 
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world 





The 








unreal world 


of advertising 


DVERTISING commercials have 
a unique way of creating their 
own little world. And in this 
world you find things that you 
rarely ever see, people you rarely 
ever meet, places your rarely ever go to. Let's 
check out a few of these ‘ad only’ things. 

Repeat a lie a hundred times and it will be- 
come the truth, it is said. We in advertising have 
a slightly different take. We repeat something 
so many times that it dies. 

‘Doodh si safedi’ must have been a great 
analogy when first used decades ago. But now, 
the metaphor stops being reflected; it starts re- 
flecting the product. The creators may be 
happy that it gets associated strongly with the 
product, but the fact is the benchmark itself has 
disappeared from the consumers' mind. 

Another such favourite is 'Kya lajawaab 
swaad'. How many of us say this in real life 
when we eat something delicious? Maybe 
'mazza aa gaya' or we may just reach out for 
some more of the stuff. 

Or take the use of superlatives such as ‘new’ 
or ‘best’. The client feels he has ‘said it all’ with 
them, but is the consumer decoding them? 
More importantly, does the consumer believe 
these claims? Advertising, in trying to create hy- 
perbole, has sounded the death knell of su- 
perlatives. We have managed to make them 
non-existent in the consumer's mind. 

Take a look at some of the favourite charac- 
ters you will find in the ad world. 

The cute oldies are far removed from the 
sometimes non-communicative, cranky, tired, 
people in the real world; they are always super- 
charged and super-charming. If the product 
they are being used for is for vitality, you can 
buy the ‘super oldies’ formula. But not for all! 

A mother-in-law in an ad film will always be 
an over critical one, more of an inspector — 
“bahu kaunsa masala bhool gayi?” to “bahu 
kitna washing powder istemal karti hai?” The 
household help, servant, driver or cook is 
shown as a garrulous, intrusive character that 





we would probably never tolerate in real life. 

We excel at simplifying complex humans 
into one image — regardless of age, class, caste 
and creed. They have no existence outside the 
world, but in this world they live king size. 

Again, in ads, all kinds of things talk— cock- 
roaches, mosquitos, the vegetables in the 
kitchen, the cooking oil... Even the chicken- 
merrily tells the world what a delicious meal it 
will make! And the ice cubes dance so well. The 
ancestral photographs —sepia-coloured but 
full of life — rotate their eyes, twirl moustaches, 
smile coyly... 

Also, an amazing number of people, in ads, 
go to waterfalls — for fishing, bathing, to get a 
candy. And they find waterfalls everywhere. 

In the ad world, the language, the people, 
and the situations don't mirror society, nor 
does society mirror them. In the hope of be- 
coming aspirational, we often make the mis- 
take of alienating the consumer. Clients and 
creators need to understand that there is noth- 
ing more amazing, and relatable, like real life. 

Very few examples come to mind when you 
think of ads that score on real-life situations or 
people. The Times of India campaign, particu- 
larly, where a retired man tries to push his pen- 
sion file through a government office is a bril- 
liant example. The situation, the setting, the 
acting and the running commentary-style nar- 
ration makes a tremendous impact. 

The Coke Hyderabadi film has a dialogue 
between a pretty girl and a shopkeeper revolv- 
ing around the use of the word ‘bhaiya’. A lot of 
young men in small towns can relate to a situa- 
tion like this when they have been branded 
‘brother-like’ by the girl they were hoping to get 
romantically involved with. 

Suspending reason works well for the film 
industry because their product is entertain- 
ment. For us in the communication business, 
entertainment is a means to sell a product. And 
we can sell in the most effective manner if we 
are ableto connect with our consumers in their 
own world and not in some world of fantasy. B 


BUSINESSWORLD 32 27 DECEMBER 2004 


ADOTONHO3L 
3 1I8ONW 














'666ttt-009T 10 (9jIqoui e woz Sue» ueauM opoo Ay xyoujd) eet v OEOE e9 


'Iloje)oy pesuouijny dH ? 1981009 0) JO oyu! 3onpoud 104 


MON ANG 




















42105 "iN [ 
Bpow (PLAID JnoÁ J0 jajsug i] "ul casu Let 
JUsue^uo3 pue ^poogds sS3oIi^O04d n IZ LP. ^ J C7 
pojeJsdojui səpe PIC to let RP Aeydsip 
eypow jeysip T-ui-9 p43] pue um u9912S9pI^ LYT 
— — 
Lv; 
1 LU . i i ^ 4 
] 4 
- f 4 | “a | 
f | 
jABPO} 9uo jac) *4o0qaj0ou dvO9£OZA ouesajg beduio? Jy, 'e»ueuedxo JOUILLIODS. e J O‘ ) 
o(qenoagdaojun ue sadeui onez INOA duipeojuwop JO 13u eu) Suyins ‘sainow Suiyoyem syeu Jey} samea; Jauo JO speo| pue BAUP OGWIOD MMY/GD-GAG v "9zeeiq e eyep Buwajsuen 
səyew jeu) pajefdajur apea: eipaw jevsip T-ui-9 v "euim awes aui 3e safed om aas o) noÁ S Mole JO - samad ajerduioo ‘dsud 'iea[o NOA sar yeun Kejdsip uaaJasapie y "10ds1ou Aue je -l066'vS “Sè ye 
pej2euuoo Aejs NOA Gay 0j 14-1M YUM 1u9uijureyuajue [E3gip unuixeui pue a»ueuuoped qow 3s9[009 aui JO} PaUsisep si ASojOUYIa} spa BuNynd sj! AWOH dX , SMODUIM YOSOIDIWY UM IPE 105592044 WZ .u049/92 „19 u 
pepeo, pue AFO|OUYOA! AJON n, ouu1u9) AJU] au AQ paja od *ueaJ9sopiM 2neuieur) YYM 4000930N dY9£0ZA ouese1d beduio? mau Kjeuonnjo^aJ ayy uy sesuos 1noÁ Ku2e[3 Xi AG pojemod xooqeoN dVSCOZA 
JT. " Jes L at ' HUE i 


'e1njoid 19881q 94} 195 'u9919S9pIM o2rjgeureui?) YUM YOOGSION dV9£0ZA ONESƏId bedwiosy Mou 9uj 


u9912S9pI!M 








| "^ y ARRI Boe ot oe et ELE Lj 3. x 
ASA a Sate Sete te 








tory 


N 1999, auto component maker Bharat Forge's market 
capitalisation was a meagre Rs 399 crore and it was 
ranked 1 15th among the top Indian companies by mar- 
ket capitalisation. Though the automobile sector had 
opened up by then and auto component players were 
working out new equations with manufacturers, the 
components business in India wasn't considered 
world-class. More so because the perceived wisdom was that 
India's prospects in manufacturing weren't hopeful, unlike in, 
say, IT or pharmaceuticals, where the country had already 
shown some promise. That explained why the same year 
NIIT's market cap was a lordly Rs 7,094 crore, as was its rank, 
Bth. The company, with its hundreds of ed- 
ucation centres that churned out large co- 
horts of IT-enabled Indians, was one of the 
icons of post-liberalisation India. 

Then, five years intervened. 

Today, Bharat Forge is worth Rs 2,800 
crore — its market capitalisation has grown 
by a CAGR (compounded annual growth 
rate) of around 48 per cent — and is ranked 
49th. Adjusted for inflation, chairman Baba 
Kalyani's stake in the company is worth far 
more than the enterprise valuation of his 
company in 1999. Meanwhile, NIIT's for- 
tunes have taken a tumble. It split in August 
this year into NIIT and NIIT Technologies. 
But even the combined value of these two 
offshoots, at Rs 1,100 crore, show that the 
yesterday's icon is today's has-been, having 
lost close to Rs 6,000 crore in valuation. In- 
dividually, NIIT (market cap: Rs 539 crore) 
is ranked 172nd, and NIIT Technologies 
(market cap: Rs 651 crore), 151st. 3 

In the march of history, five years is too $ 
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short a period to draw definite conclusions. 
However, it's long enough to draw trends, 
especially ones seen through the eyes of the 
capital markets. The first time BW conducted such an exercise 
was in 1998, when it compared the top 100 that year to the top 
100 in 1990. The results (published in ‘Knocked Out’, BW, 22 
August-6 September 1998) were startling — 45 ofthe 100 com- 
panies (almost one in two) were new entrants. These new chil- 
dren of liberalisation — NIIT, Tata Infotech, Wipro, etc. — had 
replaced companies that created India's industrial edifice — 
Ballarpur Industries, Century Enka, Bombay Dyeing, etc. The 
conclusion was easy to draw: old businesses that had flour- 
ished in the controlled era hadn't been able to capitalise on the 
opportunities thrown up by liberalisation. There was also a 
bias towards New Economy outfits, which were perceived to 
be creating more value. 

The latest round of data crunching shows that the churn 
continues. There are 34 new entrants in the list of top 100 com- 
panies by market capitalisation compiled in November 2004, 
compared to a similar list for November 1999. (The study was 
based on the 365-day average of market caps, as on 9 Novem- 
ber. Like in 1998, PSUs have been left out for reasons men- 
tioned in the box on page 39.) But unlike earlier, when the con- 
clusions were easy to see, they are far more nuanced this time. 
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THE TOP 100 


Changes in the top 100 list 
over the last five years tell 
a lot about the way the 
andian economy has 


Ifdatured and evolved. 
Jy D.N. Mukerjea & Rachna Monga 


The change is more indicative of a mature 


TPG Nambiar. market economy at work, quite mindful of 
, iei 


the opportunities and threats that exist, 
rather than one that has only recently 


Today its market value is far been unshackled. 
less than even the profits What emerges is that the two biggest 
made by some of its peers factors impacting business in recent times 


DILEEP PRAKASH 








have been the possibilities thrown up by an 
increasingly globalised world economy 
(falling tariffs, easy flow of capital across 
borders, pressure on costs, outsourcing, 
the possibilities of being part of a global 
supply chain, and so on) and the shifting 
nature of the home market (greater com- 
petition, falling consumer finance rates, 
less government intervention, etc.). A 
company’s changing fortunes have hinged 
on how it has dealt with these factors. 

The example of Bharat Forge is in 
structive. In 1999, few would have been 
willing to bet that an auto component company would grow 
its market capitalisation at 48 per cent (CAGR). But the tide 
turned sometime in the early 2000s, when cost pressures 
forced multinational automobile companies to look beyond 
their traditional sources of component supply. Indian auto 
component majors that had slowly begun climbing the qual 
ity ladder, thanks to supply tie-ups with MNCs here, bit into 
the opportunity. Soon, they were able to reduce costs, improve 
quality, and, therefore, enter into long-term contracts with 
original equipment manufacturers in the sector. 

During those years, Bharat Forge invested in both capacity 
and development capabilities. Its 1.20-lakh-tonnes-per-an- 
num plant in Pune is the largest single-location forging plant 
in the world, while its speed to market is just 3-4 weeks against 
the global standard of 6-12 months. And Bharat Forge has 
global clients like Toyota, Ford, Honda and Volvo. The com- 
pany has 50 per cent of the US market for front axle beams for 
trucks. In fact, the company, which today exports around 40 
per cent of its turnover, has even acquired two firms abroad, 
Carl Dan Peddinghaus and Aluminium Technik in Germany. 

This is not to suggest for a moment that the Indian auto 
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— component industry has come of age. In fact, BW has repeat- 
> edly argued that the components industry is not firing on all 
@ cylinders and suffers from lack of ambition. But the Bharat 
Tr Forge example shows how the heat and dust of globalisation 
can produce globally competitive businesses even when least 
expected, and thereby change the relative hierarchy of valu- 
able companies and alter perceptions. ( The only other com- 
ponent companyin the top 100, Mico, has also trebled its mar- 

ket capitalisation and improved its ranking from 40 to 36.) 
Bharat Forge is one of the many manufacturing compa- 
nies that make up the 34 new entrants. Others include Moser 


Aggregate financials of 
the top 100, excluding PSUs 
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Return on capital employed 
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Baer, Sundram Fasteners and Ballarpur Industries and com- 
prise almost half the number of new entrants. Maruti Udyog 
managing director Jagdish Khattar argues that though liberal- 

isation started in 1991, real competition began only around 


Ad-sales ratio 


1999, That was when Indian companies, at least the better 


ones, figured out what the rules for op- 
erating in free markets were, and much 
of what we are seeing today is an out- 
come of that. “That explains why you 
are witnessing so many manufacturing 
outfits coming back,” he says. 

It is indeed a tempting conclusion, 
especially when much of the debate in 
recent years has centred on India's need 
to make it in manufacturing, to emerge 
as one of the economic powerhouses of 
the 21st century However, Subir 
Gokarn, chief economist at credit rating 
agency Crisil, warns that this trend 
needs to seen in perspective. He argues 
these are instances of old players doing 
better. "The only new investments in 
‘manufacturing’ seem to be in pharma," 
he says. While there is nothing wrong 
with that, what worries him is that he is 
yet to see new investments in traditional 
manufacturing. 

While that debate will not be re- 
solved in a hurry, there's no ambiguity 
about how globalised India Inc. has be- 
come. If you cast your eye on the latest 
entrants in the top 100, you will see that 
the majority of them across industries 
— Biocon, Lupin, Moser Baer, Matrix 
Laboratories, Jubilant Organosys, Micro 
Inks, Sundram Fasteners, etc. — have a 
strategy that's global in nature. Many of 
these companies even feature in the top 
quartile of their respective industries 
globally on a host of parameters such as 
cost efficiency, quality, etc. That ex- 
plains why the export-to-sales ratio of 
the top 100 companies has increased — 
90 paise in every Rs 5 earned come from 
overseas today. (Interestingly, the mo- 
ment PSUs are brought in to be a part of 
the top 100, the share of exports falls to 
40 paise, thereby underscoring the con- 


TCS é 


Core competency 





AST fortnight Ferrari signed 

TCS (rank: 2) for the next 

year's Formula One season. 
TCS will provide IT and engineering 
services for the development of the 
Formula One racing car. For TCS, 
which this year launched the largest 
IPO by a private sector company, 
the contract links it with an elite 
European customer and helps it 
establish a firm foothold in Europe. 

Started in 1968, among its first 
overseas contracts were in Iran for a 
power company. From 74 offices, 
500 clients and a workforce of 
14,300 in 1999, the IT major today 
boasts of 151 offices worldwide, 
over 1,000 clients and a workforce of 
over 40,000 from 30 nationalities. 

Over the years, TCS has kept to 
its core offshoring strength, scaled 
up business divisions and beaten 
competitors on cost and quality. It 
has also set up development centres 
in China, Brazil and Uruguay. 

Its continued focus on banking, 
financial services and insurance 
(BFSI), and manufacturing — the 
two account for 50 per cent of 
global IT spends — has reaped rich 
dividends. In revenue terms, TCS's 
BFSI practice is about 35 per cent 
higher than Infosys; in manu- 
facturing, at least 40 per cent higher 
than Satyam; and in telecom, 
comparable to Wipros. E] 
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Foreign currency borrowings 
as % of total borrowings 


Interest coverage (%) 








4.33 


Source: CMIE 


MARUTI ò 
Success of a vision 


HEN a company has 

been around as long as 

Maruti has been, it falls 
prey to accusations about lack of 
efficiency, old technology, old 
products, etc. More so, due to the 
perception that the newer players, 
some 12-odd at last count, have 
products that are more with it. Can 
MUL survive this competition? 

Managing director Jagdish 
Khattar laughs this off. He relates a 
comment James Birch, a managing 
director with Goldman Sachs, made 
in a recent BW interview: “When I 
was here (5-6 years ago), I thought 
that Maruti would be wiped out. 
But their market share is higher 
than ever." Maruti's public issue last 
year was oversubscribed within 
three hours of opening. 

What is Maruti's secret? Its 
understanding of the Indian 
market. Five out of eight models in 
the largest car segment are in 
Marutis fold. It has always pre- 
empting customer expectations — 
by offering insurance with delivery, 
making finance available in the 
showrooms, offering third and 
fourth year warranty, etc. 

Explains Khattar: "Even though 
our service load is increasing; it is 
our vision to provide everything a 
car owner wants, except fuel, 
under our roof." E! 

AARTI KOTHARI 


Aggregate financials of 












Operating profit margin 18.13 
Return on capital employed 7.33 
‘Return on net worth 14.04 
Proportion of ‘Other income’ 2.22 
as % of total income 

Exports as 96 of sales 5.52 
Debt-equity ratio — 1.16 
Foreign currency borrowings 


as % of total borrowings 
Interest coverage (96) 
Ad-sales ratio 








BHARTI 





First-mover advantage 


UNIL Bharti Mittal, the 
S dapper chairman and group 

managing director of Bharti 
Tele-Ventures (rank: 6), has been on 
a non-stop ride to the top. In a 
shade over a decade, he has 
morphed from being a telephone 
instrument manufacturer to India's 
leading telecom service provider. 
Apart from close to 10 million 
mobile subscribers, Bharti also has 
nearly 800,000 fixed-line 
subscribers and a 25,000-km optic 
fibre backbone. It also provides 
Internet, domestic long-distance 
and broadband services. 

The first generation 
entrepreneur simply turned the 
telecom market on its head. He led 
the market in lowering tariffs, 
acquiring rivals at rock-bottom 
prices, launching long-distance 
services and even going public. 
Bharti began the first round of tariff 
cuts which forced the state-owned 
BSNL to slash rates for long- 
distance services. 

Bharti Tele-Ventures has shot 
ahead, to become a corporation 
with a market cap of above 
Rs 25,000 crore, despite the fact that 
it listed when the market was in a 
downturn. Year 2005 could see more 
competition, what with IDEA, 
Reliance Infocomm and Hutch 


getting listed. a 
ANUP JAYARAM 


the top 100, including PSUs 
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tinuing domestic nature of PSU operations.) 










19.13 
12.67 
18.91 


2.02 


8.10 
0.64 


2.45 
2.93 
Source: CMIE 


NIIT $ 
Failure to innovate 


OR a company that pioneered 

software education and 

training for the masses, NIIT 
(1999 rank: 8) today is a pale shadow 
ofits earlier self. The company was 
split early this year into NIIT 
Limited, the education arm, and 
NIIT Technologies, the software 
arm. The combined market cap of 
the two, at Rs 1,100 crore today, is 
nowhere near the group's market 
cap of over Rs 7,000 crore in 1999. 

The IT education pioneer had a 
good run till the focus areas 
changed and the tech meltdown 
happened. The years 2000 through 
2002 were bad for the company. The 
dotcom bust and tech meltdown 
saw fewer students walking into 
NIIT classrooms. Students also 
stopped seeing an NIIT course as a 
passport to an IT job. Further, the 
company stuck to its traditional 
teaching model — walk-in 
classroom teaching. NetVarsity, its 
online offering started in 1996, 
suffered from poor marketing. 

It's a classic case of a company 
that was ahead of its time and then 
failed to innovate. Post 2003, the 
market has looked up and NIIT has 
gained some lost ground. Splitting 
the businesses has helped too. Last 
year, GNIIT enrolments grew 27 per 
cent and the Knowledge Solutions 
Business also gained ground. T 

SHELLEY SINGH 


BUSINESSWORLD 37 27 DECEMBER 2004 


There is a theory that after the first wave of globalisation 

wrought by American and European companies, and the sec- 

FYOA ond by the Japanese and the Koreans, the third wave will be 

driven by Indian and Chinese multinationals. The top 100 
makes it clear why that could well be true. 

Of course, the altering composition of the top 100 hasn't 
been driven by global strategies alone. Much of it has to do 
with the realities of the domestic market. BPL, a once-proud 
durables brand, is a good example. In our 1998 story on 
churn, the company had found mention as a new entrant, 
with a market capitalisation of Rs 1,100 crore. By 1999, that 
figure had dropped to Rs 984 crore. Today, it stands at a mere 
Rs 102 crore — a 36 per cent fall (CAGR) — while BPLs rank 
has dropped from 62 to 457 in these five years. In fact, BPL's 
total valuation is lower than the profits of either Samsung or 


LG, the Korean chaebols most responsi- 
ble for its current plight. 

But as Electrolux Kelvinator manag- 
ing director Rajeev Karwal argues, 
bloodthirsty competition is today's real- 
ity in the Indian marketplace. Says he: 
"BPL did not keep up with competition. 
Like many other Indian consumer com- 
panies, it is a family-owned outfit that 
had never faced aggressive MNC pres- 
sure.” When it did, it simply collapsed. 

That, of course, isn't true for some 
other players like Maruti Udyog and 
Bharti Tele-Ventures (See boxes). If 
Maruti were a listed company in 1999, 
chances are it would have been placed 
high in the top 100. But, given the nature 
of competition that was massing 
around Maruti then, anyone would 
have been slightly chary of predicting its 
future five years later. After all, when 
economies open up and opportunities 
increase, market leaders have been 
known to pay a heavy price. Apart from 
BPL, another such example is Bata, 
which has been knocked off the top 100 
list this time. But, Maruti's recent listing 
and subsequent showing indicates that 
it has managed to hold its own ad- 
mirably. (Maruti's Khattar says that dur- 
ing its initial public offering, even the 
companys merchant bankers were 
sceptical of how the issue would do be- 
cause they believed it was priced high; it 
seems the foreign investors showed 
more confidence.) 

Similarly, Bharti Tele-Ventures has 
emerged as the biggest mobile tele- 
phony services company in India (not 
counting BSNL, a PSU) through a mix 
of aggressive and pre-emptive strategy 
in a viciously competitive sector. And 
that explains why the valuation of 
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Bharti Tele-Ventures is around three times the combined 
market capitalisation of Videsh Sanchar Nigam and Tata Tele- 
services (Maharashtra), and a little short of double the com- 
bined valuation of VSNL, Tata Teleservices and Mahanagar 
Telephone Nigam. 

If these examples dwell more on the strategic choices 
made by companies, make no mistake that these strategies 
have been supported by robust operational efficiencies. As the 
table on page 40 shows, the top 100 are operationally far more 
efficient today than they were in 1999 across parameters — re- 


turn on capital employed, operating margins, or gearing. | 


While record-low interest rates have aided this process con- 
siderably, much of it has also been because companies have 
had no other choice but to shape up. 

Most analysts agree that the overall quality of earnings by 
Indian companies has improved in the past five years. Ravi 


Mohan, managing director of Crisil, says that in the first half of — 


this fiscal, not a single company has been downgraded. "This 
is the first time in 10 years that it has happened," he says. 
Others point to India Inc.'s financing trends. C. Venkat Sub- 
ramanyam, director, Veda Corporate Advisors, one of Chen- 
nai's leading investment banks, says that the debt-equity ratio 


has gone down even when interest rates were falling. "Thatisa | 


clear sign that most of the new heavyweights are more com- 
fortable and reliant on equity than on debt," he says. 


UNIL Bharti Mittal, chairman of Bharti Tele-Ventures, says 
that staying on top is all about anticipating tomorrow. "To- 
day's companies should be prepared for the companies of to- 
morrow, as the smart ones will upstage the ones that are not," 


he says. The head of a Chennai-based mutual fund takes the | 


argument forward. "Among the companies that exited, one 
thing is clear: the management suffered from an inability to 
see the direction in which their business was moving — they 
lacked foresight and that cost them dearly.” 

Seen from that perspective, some of the older Indian fam- 
ily-run business groups still seem to be getting somewhat 
blindsided by the razzle-dazzle of the post-1991 Indian mar- 
ketplace. Some families, like the Mahindras, the Munjals, and 
the Birlas (of the Aditya Vikram faction), appear to have fig- 
ured out what needs to be done to get ahead. But quite a few 


Sources: CMIE. NYSE and LSE figures from Bloomberg 


others are falling behind. In 1998, families such as the Wadias 
(Bombay Dyeing), the Oswals (Oswal Agro Mills) and the 
Muthiahs (Spic) had fallen off the top 100. None of them have 
been able to stage a comeback yet. And the ranks of such com- 
panies have swelled further. Joining them this time are the 
Nandas (Escorts), the Chhabrias (Finolex) and the Nambiars 
(BPL), to name a few. The only iconoclast here seems to be 
Gautam Thapar of Ballarpur Industries. Though his flagship 
was knocked off the top 100 earlier, it has made a roaring 
comeback in 2004. 

In 1998, Ballarpur was on the verge of defaulting on Rs 300 
crore of short-term debt. In an interview sometime back, Tha- 
par admitted that Ballarpur as an organisation was unpre- 
pared for liberalisation. A lot of changes initiated recently 
should have been made in the late- 1980s or early- 1990s, he had 
added. Thapar was speaking about Ballarpur, but he could well 
have been speaking for many other business families. 

Pushed against the wall, Thapar took a series of tough 
measures. They included restructuring debt, diluting equity to 
raise fresh capital, hiving off businesses such as edible oils, 
glass and leather, and focusing only on paper. Those tough 
measures clearly seem to have paid off, with Ballarpur's mar- 
ket capitalisation jumping from Rs 270 crore in 1999 to 
Rs 1,152 crore today, up 33 per cent every year. 

Thapar told BW that he wants to climb even higher. "In the 
next four years, we want to double our market cap." He adds 
that not all business families have the same appetite for risk. 
"For some, it's enough to just stay competitive. This is not a 
comment on their quality of management, but a reflection of 
the strategic choices they make." 

In studies such as this, entries and exits are the two most 
visible and talked about aspects of change. Some inclusions 
arent surprising. Take those that have listed between 1999 and 
2004 and, therefore, feature as new entrants. Tata Consultancy 
Services, for example, would have been in the top 100 regard- 
less of when it listed. But you may not say the same for a Bio- 
con or a Bharti Tele-Ventures. If either were listed in 1999, it's 
unlikely that they would have ranked as high as they do today. 
You could even argue that they wouldn't even have featured in 
the top 100, given where their businesses were five years ago. 

But beyond the who-is-in and who-is-out, there are other 
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The might of the PSUs 


HE Left certainly had a reason to make a noise 

about disinvestments. PSUs still wield enormous 

clout. With the 30 largest PSUs, the pecking order 
of the top 100 would have looked different. Put together, 
they have a market capitalisation of more than Rs 400,000 
crore — a substantial 39 per cent of the total market 
capitalisation of the top 100. Eight PSUs would have 
figured among the top 20. On our rankings (page 41), the 
three tech majors — TCS, Infosys and Wipro — feature 
among the top 5. But the inclusion of PSU biggies like 
ONGC and NTPC would have pulled down Infosys and 
Wipro to the sixth and seventh positions, respectively. 

Still, why do we exclude the mightiest of all from the 
rankings? Many market analysts we spoke to posed a 
similar question. The logic remains the same as the last 
time we ranked them. Many of these PSUs continue to 
enjoy monopoly status in sectors such as oil and gas. 
Even in 1998, when BW did a similar ranking, 25 PSUs 
accounted for almost half the total market cap. The idea 
then was to delineate the performance of private players 
from these monopoly giants. Of course, in some sectors 
like telecom, private players have bettered the PSUs. 
MTNL, which was at the 8th position in 1999, has fallen 
to the 35th in 2004. 

On page 37, however, we have looked at the aggregate 
financial performance of the top 100 including the PSUs. 
It tells an interesting story when compared with the same 
parameters calculated without the PSUs. While the PSUs 
improve the returns on capital employed and net worth, 
they pull down exports as a share of sales. PSUs also 
borrow more liberally in foreign currencies. Operating 
profit margins edge up slightly when PSUs are included. 

The real comparison would happen when 
competition gathers momentum and private players 
achieve scales as big as that of the PSUs in those sectors. 


PSUs that would have 
entered the top 100 in 2004 









National Thermal Power Corp. 


Punjab National Bank 








4,025.16 























Shipping Corporation of India 3,889.61 

Union Bank of India 2,731.45 

Indian Overseas Bank 2,455.15 

Vijaya Bank 2,141.69 

Rashtriya Chemicals & Fertilizers 

Market cap in Rs crore Source: CMIE 
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aspects of churn too. For example, the overall banking sector 
has demonstrated a strong showing — from accounting for 3 
per cent of the overall market capitalisation in 1999, today it 
accounts for more than double that figure — 8 per cent. 

Then, multinationals seem to have ended in the dumps. 
They have — as in the cases of ICI, Bata, Thomas Cook, and 
Merck — been edged out of the top 100, or like Glaxo, Hindus- 
tan Lever, Procter & Gamble, Aventis and Gillette, slipped 
down quite a few rungs. Hindustan Lever, which comprised 
16 per cent of the total market capitalisation of the top 100 in 
1999, accounts for 5 per cent today. Vinayak Chatterjee, chair- 
man of Feedback Ventures, a consultancy, argues that some 
MNCS appear to have lost their panache. "Companies like 
Bata, ICI and Glaxo that once ruled the roost have either suc- 
cumbed to competitive pressures or have slipped because of 
lack of effort from their multinational parents," he says. 

So how many of new entrants will be able to hang on to 
their positions a few years down the line? That's a difficult one, 
since many argue that the full picture of the churn in India Inc. 
is not visible through only one set of data like market capitali- 
sation simply because a lot of the movers and shakers (read 
LG, Samsung, Hyundai, Coke, Pepsi, and scores of others) are 
not listed. If and when these companies list in India, be sure 
that they will rejig the rankings substantially. 

Then, as Ballarpur's Thapar argues, a lot of the growth is 
coming today from smaller, entrepreneurial outfits. As and 
when they list, they too could upset the pecking order. Both 
Thapar and Sanjay Labroo, managing director of Asahi India, 
believes that in immediate future, the performance by manu- 
facturing companies will be even better. "There will be 
tremendously high growth in companies with a global pres- 
ence— auto and auto components, pharma, textiles and soft- 
ware. Manufacturing will play a bigger role and skills, scale 
and speed will become critical for companies," says Labroo. 

As it is, Arvind Singhal, chairman of KSA Technopak, a 
consultancy company, seems disappointed that only one out 
of three companies have been knocked out. "I would have 
thought two out of three companies would get churned out," 
he says. Singhal's statement, of course, underscores the po- 
tential for churn that exists. 

There is also the scope for managerial misadventures. In 
1998, when BPL vice-chairman and managing director Ajit 
Nambiar was interviewed for 'Knocked Out, he had said: 
“MNCs are no threat to us. BPL is the most admired brand in 
India. We also have global-scale manufacturing facilities and 
high levels of vertical integration." You may have even be- 
lieved him then. But somewhere, things unravelled. 

Be sure that such hubris will strike many on todays list. 
But regardless of all that, one thing is clear — the reforms 
process is throwing up opportunities across sectors. The 
smart organisations will capitalise on them and prosper, 
while the stupid ones will fall by the wayside. 


Either way, the churn will continue. e 


With reports from Nandini Vaish, Anup Jayaram, Samar 
Srivastava, Aarti Kothari, M. Anand and Vikas Dhoot 
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Company 


Reliance Industries 


Tata Consultancy Services 


Infosys Technologies 
Wipro 

Hindustan Lever 
Bharti Tele-Ventures 
ITC 

ICICI Bank 


Ranbaxy Laboratories 


Tata Motors 


_HDFC 
Tata Iron & Steel Company 


Maruti Udyog: 
Larsen & Toubro 
Hindalco Industries 
Reliance Energy 


Satyam Computer Services 


HDFC Bank 
Grasim Industries 


_ Bajaj Auto _ 


Hero Honda Motors 
HCL Technologies 
Cipla 

Dr. Reddy’s Laboratories 
Sun Pharmaceutical 
Tata Power Company 
Zee Telefilms 

Nestle India 

Biocon 

Gujarat Ambuja Cements 
Mahindra & Mahindra 
I-flex Solutions 

Videsh Sanchar Nigam 
IPCL 

Sterlite Industries (India) 
Mico 

GlaxoSmithKline Pharma 
ACC 

Hindustan Zinc 

Ultratech Cement 

Patni Computer Systems 
Siemens 

UTI Bank 

Asian Paints (india) 
Nicholas Piramal India 
Wockhardt 

ABB a 
Cadila Healthcare 


Bharat Forge 
Ashok Leyland 
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2004 


71176.14 
51146.10 
37889.80 
37745.50 
32987.02 
25726.37 
25341.80 
19142.43 
18827.72 
15191.21 
14910.68 
14172.41 
12116.56 
11728.59 
11082.42 
10615.47 
10590.33 
10571.80 

9771.52 

9522.00 

9097.09 

9041.33 

7433.32 

7416.53 
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1999 
15147.26 


12418.59 
18472.81 
48100.24 


22164.00 
495.83 
7469.74 
5332.21 
2875.95 
4576.42 


6596.09 
4820.85 
2241.61 
3784.67 
1443.66 
1977.05 
6250.40 


5167.16 


2554.89 
2791.37 


8792.63 
2485.13 
1155.52 
1658.47 
4292.02 
2366.63 

547.78 


817.72 
209.47 
1224.73 
1076.59 
1289.70 
1811.13 
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Company 


Great Eastern Shipping 

Tata Tele (Maharashtra) 

Nirma 

Moser Baer India 

Tata Chemicals 

Castrol India 
Associates 

Kotak Mahindra Bank 

Dabur India 

Cummins India 

Mphasis BFL 

Tata Tea 

TVS Motor Company 

Gillette India 

Matrix Laboratories 


Colgate-Palmolive (India) 


HCL Infosystems 
Indian Hotels Company 


Hughes Software Systems 


Aurobindo Pharma 
Divi's Laboratories 
Aventis Pharma 
Reliance Capital 
Jammu & Kashmir Bank 
Jindal Steel & Power 
Polaris Software Lab 
Britannia Industries 
United Phosphorus 
Jubilant Organosys 


P&G Hygiene & Healthcare 


Indian Rayon & Industries 
EIH 

Novartis India 

Jindal Vijayanagar Steel 
Pfizer 

Punjab Tractors 
Raymond. 

Arvind Mills 

Micro Inks 


GSK Consumer Healthcare 


Monsanto India 
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THE RANKINGS 


Those that have dropped out 

























Market 

capitalisation 

— * Company 2004 1999 
n NIIT 53982 709481 
EJ Pentamedia Graphics - 150.66 2007.15 
WEY Tata Infotech 76412 1547.35 
m Ingersoll-Rand (India) 72003 152793 
EI: Silverline Technologies. |^ 903 121262 
EJ wyeth E 96787 117108 
Ei" Information Technologies (India) |^ 2 — 105243 
Bata India amc | 81458 — 1041.01 

EI eri | 102.77 98414 
Kj merck 69413 967.16 
Id Abbott India 720.17 929.5 
a Hexaware Technologies 833.45 922.67 
Visualsoft Technologies 32816 870.28 
EE} ici india 73496 85246 
TE MRF 76577 83745 
13 GTL 63542 810.77 
Thomas Cook (India) 64922 807.7 
rem Himachal Futuristic Communications - 89233 764.97 
‘Exide Industries _ | 97212 751 

IT Marico Industries 900 7417 
TI Escorts 49725 — 172237 
EJ Rotta india 4974 613 
Dm India Cements | 5821. 666.93 
| 83 | Finolex Cables. . 405.38 649.77 
EJ oso Software 4222 63513 
E Morepen Laboratories | 11571 619.98 
LE Madras Cements . 936.39 602.38 
E ss m 20682 58534 
Zensar Technologies. - 248.98 584.12 
A  Pidilite | Industries -770.49 571.61 
E Nagarjuna Fertilizers & Chemicals $5506 563.38 
EZ Daewoo Motors india IEEE 595 
EZ} Chambai Fertilisers & Chemicals | 84611 50263 
KT Gujarat Gas Company 6156 498.49 


Price-earnings 
ratio 
2004 . 199 

1289 65.93 
5.73 22.11 
1205 26.53 
6.13 24 9 
- 8542 
1435 — 4125 
| 58.94 
25:919 

: B24 
11.48 47 
971 13.26 
(0497 AA 
724 . 13607 
6.59 13.31 
13.79 9 93 
7163 . 2231 
2815 39.91 
43.61 

13.31 19.52 
13.75 16.11 
13.68 

575 — 14» 
i 13.28 
17.48 121 
: 19.58 

- 29.49 
23.21 21.08 
2.93 63.56 
1545 — 50442 
12.07 18.7 
11.96 5.21 
582 451 
1056 — 6085 


Industry 


IT training & development 
Computer software 
Computer software 
Compressors 

IT Consulting 

Drugs & pharmaceuticals 
Computer software 
Footwear 

Consumer electronics 
Drugs & pharmaceuticals 
Drugs & pharmaceuticals 
Computer software 
Computer software 
Paints & varnishes 

Tyres & tubes 

Telecom software 
Tourism 

Communication equipment 
Storage batteries 
Vegetable oils 

Tractors 

Computer hardware 
Cement 

Wires & cables 
Computer software 
Drugs & pharmaceuticals 
Cement 

IT training & development 
Computer hardware 
Thermoplastics 
Nitrogenous fertilisers 
Passenger cars & MUVs 
Nitrogenous fertilisers 
Storage & distribution 


Notes for ‘Those that have dropped out’: P-E ratio not given where values are negative. Trading in Information Technologies suspended since 2003. NIIT 
demerged its software division into NIIT Technologies. Abbott India buyback (25 per cent of equity) in March 2003. Hexaware Technologies’ market cap of 


1999 corresponds to that of Aptech. Pen merged its software division with Hexaware — — in December 2001 








n une ə 2004 by merging Jaypee Cement with Jaiprakash Industries. In 1999, the latter's market cap was Rs 334.19 crore. 6. Ultratech Cement was carved out of L&T 
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; ad in August 2004. 7. In April 2001, Godrej industries’ consumer products division was spun off as Godrej Consumer Products, with market cap of Rs 359 
- crore. Godrej Industries’ market cap in 1999 was Rs 227 crore. 7. Jindal Steel & Power was carved out of Jindal Strips in January 2000 


Source: CMIE 
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sembled press that this was the owner- 
ship structure of Reliance Infocomm. 
Further, in several presentations that 


HAT was once 
true of the So- 
viet Union is 


says ina recent report that "...the owner- | 
family may get dissipated in resolving | 
the dispute and in the interim, we are | 


now true of Re- 
liance — it is a 
riddle wrap- 
ped in a mystery inside an enigma. The 
battle between the Ambani brothers 
took fresh twists and turns last week, but 
it never lost its enigmatic character. It all 
started off as a fight to decide who will 
eventually own and control the coun- 
try's largest private-sector group, with 
assets of Rs 99,000 crore. It was, in that 
sense, a family squabble, albeit a very 
interesting one. 

Now the sparring between the two 
brothers and their allies has moved to 
another issue: the group's ambitious 
and controversial telecom project. What 





is the exact nature of Mukesh Ambani's | 


involvement in Reliance Infocomm? 
Has he personally benefited from a 
sweet deal that allowed him to take a 12 
per cent stake for a mere Rs 50 crore, de- 
spite the fact that the telecom business 
is now worth a few billion dollars? 

Was Reliance Industries used to 
prop up the telecom venture during its 
early days of teething troubles, espe- 
cially after the failure of the initial mar- 
keting blitz? And have Reliance's minor- 
ity shareholders been short-changed as 
a result of all this? There are no clear an- 
swers as yet. Anil Ambani has called for 
an RIL board meeting to deal with these 
very questions. 

This is no longer just a matter be- 
tween two estranged brothers. The issue 
now is how Reliance Industries is being 
managed and run. Already, the Securi- 
ties and Exchange Board of India has 


said that it will go into the corporate - 


governance issues in Reliance. Broker- 
age house Credit Lyonnais Securities 

















worried that the investors may have to 
bear the pain of continued underper- 


formance”. It further notes that another | 


worry is "corporate governance issues 
relating to how independent the board 
is and whether the interests of minority 


shareholders have been compromised”. | 


Meanwhile, the stock continues to stag- 
nate in a booming market. 


In the last few days, Anil's camp | 


seems to have directed its attention to 
these questions of corporate gover- 
nance. His invisible aides now allege 
that Mukesh has short-changed Re- 
liance shareholders to enrich himself. 
They say that Mukesh has surrepti- 
tiously issued shares to himself in Re- 
liance Infocomm without informing the 
management of Reliance Industries, 
another big investor in the groups tele- 
com venture (and that too at par). They 


add that Mukesh used Reliance's infra- | 


structure and funds to the benefit of Re- 
liance Infocomm, in which he now says 
heis the largest promoter. 

The Mukesh camp says that the Re- 
liance Infocomm venture was Mukesh's 
baby all the way. In October 2000, patri- 
arch Dhirubhai Ambani had laid down 
three broad conditions for investing in 
the telecom venture — RIL would invest 
up to 50 per cent of the capital of the 
new venture, the family would get an 
equal stake, and that the investment 
must present a considerable upside for 
the stakeholders. It was therefore de- 
cided that RIL and the family would 
each get 45 per cent stake; the balance 
would go as ESOPs to employees. 

On 28 December 2002, the day of the 
launch of the Infocomm services in 
Mumbai, Mukesh Ambani told the as- 
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Anil Ambani made while talking to ana- 
lysts, he reiterated the same structure. 
(Outsiders then had assumed that “fam- 
ily” meant the entire Ambani family.) 

Reliance Industries actually ended 
up owning only 36 per cent in the Info- 
comm venture, because it has a 45 per 
cent stake in Reliance Communication 
Infrastructure (RCIL), which in turn 
holds 65 per cent of Reliance Infocomm, 
and another direct stake of 7.6 per cent 
in Reliance Infocomm. What's interest- 
ing is this: RCIL was earlier known as Re- 
liance Infocom (notice the single'm’). In 
sum, RIL started by having 45 per cent 
as promised in Infocom but eventually 
ended up with a lower stake — 37 per 
cent— in Infocomm. And this is where it 
gets rather confusing. 

It's not just a question of a single or 
double 'm. Mukesh Ambani and his as- 
sociates have claimed that Mukesh has 
been the promoter of Reliance Info- 
comm since July 2000. First, it would be 
useful to ask which Reliance Infocomm 
are they talking about. 

In July 2000, there existed no com- 
pany by that name. In November of 
2000, a company called Reliance Info- 
com — Infocom with a single 'm' — 
came into existence. This is the way it 
happened. There was a company called 
Sukhkarta Fintrade Private Limited in 
1997. According to sources, it had two 
Reliance employees as directors. 

Sukhkarta changed its name to 
Macronet, which again was changed 
to Reliance Infocom on 3 November 
2000. The stated purpose of this com- 
pany was to be an Internet service 
provider. This Infocom then changed 
its name to Reliance Communication 


The Infocomm 
funding puzzle 





Infrastructure Limited, which today owns 
65 per cent in Reliance Infocomm (with 
double m). In effect, Reliance Industries 
did not get the promised 45 per cent in 
Reliance Infocomm. 

Anil sees red in this. His complaint: 
there has been no transparency in allo- 
cation of shares to RIL, which is one of 
the promoters. The bone of contention 
is a 12 per cent stake in Reliance Info- 
comm that was allotted to Mukesh 
Ambani in April 2004 as sweat equity at 
par, which cost him Rs 50 crore, when 
the valuations of Reliance Infocomm 
was running into billions of dollars. 
(Merrill Lynch recently valued the tele- 
com business at $14 billion.) 

Sources close to Mukesh explain the 
arrangement. Itis correct that RIL was to 
get 45 per cent in the telecom venture 
when the plans were first drawn up. But, 
what was not made public at that time is 
an agreement drawn between Mukesh 
Ambani and Reliance Communications 
Infrastructure in July 2000 granting him 
sweat equity on achieving certain mile- 
stones after the project went onstream. 

More specifically, Mukesh was to get 
his sweat equity if he managed to place 
Reliance Infocomm shares to Qual- 
comm at Rs 50 per share. (Qualcomm is 
the company which has developed the 
CDMA technology that Reliance uses in 
its mobile telephony service.) 


Q: Who was the real promoter of 
Reliance Communications 
Infrastructure Ltd, the holding 
company controlling Reliance 
Infocomm? 


Q: Did the Reliance Industries 
board know how the Infocomm 
shareholding pattern was chang- 
ing from time to time? 


Q: Did the RIL board follow the 
proper norms while deciding on 
project funding for Reliance 
Infocomm? 


Q: Have the Reliance Infocomm 
promoters been shown differently 
in different declarations by the 
company to various authorities? 




































When the time for this transfer — 
came, though Qualcomm was ready to 
pitch in the money, Reliance Info- 
comm decided to give the shares 
to RIL at the same price. This 
was done to keep the stake 
within the group rather than 
give it to an outsider. 

But, having achieved 
the milestone, Mukesh Am- 
bani was now entitled to 
the sweat equity. The Anil 
camp says that even if this 
were true, RIL, as a share- 
holder in Reliance Info- 
comm, should have been inti- 
mated about additional equity 
being issued to Mukesh Am- 
bani in April 2004. 

Mukeshs camp, however, 
claims this was done. They say that 
since the allotment of shares was 
approved by the Reliance Info- - 
comm board which hasa represen- 
tative of Reliance Industries in it, 
there was no need to specifically — 
inform RIL separately. | 

What is known as Reliance Info- 
comm today, the company that has 
reportedly 7 million mobile sub- 
scribers, actually began life as Re- 
liance Communication Limited, 
(not to be confused with RCIL), a 
company in which RIL had a stake. 







There are too many 
questions and too few 
answers about Reliance 
Infocomm. And about 
corporate governance in 
RIL as well. By Shishir 


" I Prasad & T. Surendar 
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Tunnelling or Propping? 







Me 


the family through at 


)wnership to control a large Rte — 
ile S pe id out every year by the listed company flow to 
aze of investment companies. Depending on the 





? a family 










exact holding toda of the investment companies, this often ensures 
that the promoter family does not get a large-enough chunk of the cash 


flows emanating from the public company. This "generates strong incen- 
tives for the ultimate owner to divert resources between firms in the 
pyramid", say Marianne Bertrand, Paras Mehta and Sendhil Mul- 


lainathan in a research paper published in October 2000. 

Financial economists call this tunnelling — the process of shifting F 
cash flows from companies where the controlling family has few cash z 
flow rights to those where it has substantial cash flow rights. Thereisa —— 
rich bag of tricks to choose from — low interest loans, selling inputs and 
outputs to each other at non-market prices, leasing of assets and 
corporate guarantees. Each helps shift cash flow rights from one ! 


company to another. 


Bertrand, Mehta and Mullainathan showed that tunnelling i is a very 


common practice in Indian business groups. Is the R 
where one part of the family is being accused of shi fti ngfir 
sources from a public firm to a private firm, yet another case 
nelling? It's too early to say, because the exact nature — 
web of holding companies is still hidden behind an opaque 
cial engineering. But there are elements here that seem tc 
the terms of the preference shares owned by Reliance In 










telecom venture, as well as the various ways it has used its balance 
sheet to fund and guarantee the telecom business. 

Or is this actually a case of propping? This is the opposite of tun- 
nelli Ing, where the family draws money from its investment web to sup- 
port the public company. In another research paper, Eric Friedman, Si- 


c D T "x 


1 Johnson and Todd Mitton throw light on such cases where 






use private funds to protect minority shareholders of the listed 
. After the Asian financial crisis of 1997, many industrial fami- 


lies in the region brought in their private money to bail out their listed 
companies. Is this the case with Reliance's controversial telecom pro- 
ject, where the exposure of the public company to a risky project was 
held in check by a large family investment? 

So, is it tunnelling or propping? That is actually the essence of the 
debate. It will be many years before business schools can pose this 
question to their students in a case study. 


But the size of that stake is not clearat | 


this juncture. Sometime between 
March 2001 and March 2002, RCIL 
changed its name to Reliance Info- 
comm — with double ‘m’. This Reliance 
Infocomm was merged into a company 
called Reliance Information and Com- 
munications on 16 December 2002. A 
week later, on 24 December, this 
merged entity was renamed Reliance 
Infocomm Limited. Phew! 

(For the current holding pattern of 





Reliance Infocomm Ltd, see Business- | 


world, 13 December 2004). 

Reliance officials have till now pro- 
vided inconsistent information about the 
identity of the promoter of Reliance Info- 


comm. Some of the documents available 


with BW show that as late as April 2004, 
Mukesh Ambani was not shown as the 
promoter of Reliance Infocomm. 

Start with the latest piece of evi- 


group acquired Flag Telecom. On 4 De- 
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cember 2003, it filed a document with 
the securities regulator of the US, the 
SEC, in which only Reliance Gate- 
waynet, Reliance Infocomm, RCIL and 
Reliance Communications Uttar 
Pradesh are shown as entities having 
control of Flag. Mukesh's name does not 
appear anywhere in the filing as the pro- 
moter of the company. It just shows him 
as a director on the board of Infocomm. 

If one were to go back further, in 
November 2003, Reliance Infocomm 
wanted ICICI Bank to offer finance for 
the handsets it was offering its cus- 
tomers. In the information memoran- 
dum submitted to ICICI Bank, the prin- 
cipal shareholders of Reliance 
Infocomm are shown to be RIL, RCIL 
and other corporate bodies and trusts. 
Again, Mukesh's name as the promoter 
ofthe project does not appear anywhere 
in the document. This document shows 
RIL holding 8.61 per cent, RCIL holding 
74.16 per cent, and other corporate 
bodies and trusts holding 17.23 per cent 
in Reliance Infocomm. This document 
does not have Mukesh Ambani as a 
shareholder in Reliance Infocomm. 

So when did Mukesh Ambani actu- 
ally name himself the promoter of the 
Infocomm project? According to the 
documentary evidence available with 
Businessworld, Mukesh appears as the 
promoter in the information memoran- 
dum that Reliance Infocomm submit- 
ted to its lead managers — ABN Amro, 
ANZ Investment Bank, DBS and ICICI 
Bank — for the $250-million debt the 
company raised in June 2004. On page 
17 of this document is written: "RIC 
[Reliance Infocomm] is promoted by Mr 
Mukesh Ambani and by RIL in its capac- 
ity as the lead investor". Of course, it is 
intriguing for Mukesh Ambani to be- 
come the promoter two years after the 
company came into existence, rather 
than when the company was formed. 

Mukesh'5 camp says he became a 
direct promoter only when he bought 
his 12 per cent stake in April 2004. 

The second issue about the family 
investment is a private affair, but it is 
interesting all the same. RIL sources say 
that a few days after RIL issued its 
cheque of Rs 2,332 crore for its 45 per 
cent stake in RCIL, the family also sent a 
cheque for a similar amount for its 


. dence. In December 2003, the Reliance | stake. Soitwas understood all along that 


the remaining 45 per cent stake in 


Register today for DataOne, 
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of a mouse. 
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Reliance Infocomm via RCIL belonged 
to the entire family. But now, there are 
doubts on who owns that stake. 

The ownership of the stake in RCIL 
is crucial because it directly owns 65 per 
cent in Reliance Infocomm. Again, 
Mukesh's camp continues to say that the 
investment belongs to Mukesh Ambani 
and associates and say that he brought 
the money on his own. 

They say that 40.5 per cent of this 
stake was bought with his own funds, 
and that he had borrowed money for 
the balance 4.5 per cent. The change in 
status of the investments could be 
damning because this means change in 
ownership of the telecom business. In- 
stead of the family, now the company 
will largely belong to Mukesh Ambani. 

All this happened in mid-2002. 
Interestingly, around the same time, 
two family-owned companies 
Reliance Utilities & Power and Reliance 
Power Transmissions — raised around 
Rs 2,000 crore by way of GDRs. There is 
no information as to how this money 
was used. These companies are listed as 
associate companies in RIL but their 
ownership is not known. In effect, the 
family ownership in Reliance Info- 
comm has also come into dispute. 

Now consider Reliance's Invest- 
ments into Reliance Infocomm. Accord- 
ing to the minutes of the meeting of the 
board of RIL convened to consider the 
investments into RIL, the proposal to 
invest Rs 8,100 crore into Infocomm was 
done in three tranches. It was first 
proposed in October 2002 and the 
chosen instrument was a non-convert- 
ible debenture which would give Re- 
liance Industries 12 per cent interest 
every quarter. 

When it came up for discussion in 
June 2003, the instrument was changed 
to become preference capital. Since this 
instrument carried a higher risk, the Re- 
liance board should have met and dis- 
cussed the investment at length. The 
minutes of the meeting show that the 
resolution to invest Rs 5,500 crore (first 
tranche) was passed without even dis- 
cussing the financials of Infocomm. 

The minutes do now show any pro- 
ject proposal but only a mention of it. In 
August 2003, another board meeting of 
RIL was called to discuss a further 
investment of Rs 1,000 crore for the Flag 
Telecom acquisition. Again, it shows no 
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The equity pattern of Reliance 
Communications Infrastructure Ltd 





Warburg Capital Pvt. Ltd 
Perigree Trading Pvt. Ltd 
Greenwich Capital Pvt. Ltd 


Twin Roses Trading & Agencies Ltd 
Warburg Capital Pvt. Ltd Jt. LV Merchant 
Perigree Trading Pvt. Ltd Jt. LV Merchant 
Greenwich Capital Pvt. Ltd Jt. LV Merchant 


Twin Roses Trades & Agencies Ltd 
(jointly held with L.V. Merchant) 


Reliance Industries Ltd 

Warburg Capital Pvt. Ltd 

Greenwich Capital Pvt. Ltd 

Perigree Trading Pvt. Ltd 

Reliance Link Pvt. Ltd 

Colonial Capital Pvt. Ltd 

Equity Link Trading (India) Pvt. Ltd 
ew n Capital Pvt. Ltd 

R ne Trading Pvt. Ltd 


- 





23828 





KR Raja, CS Moghe & VK Gandhi, trustees 


of Ganesh Infrastructure Capital Fund 


KR Raja, CS Moghe & VK Gandhi, trustees 
of Shankar Infrastructure Capital Fund 





TOTAL 


* Re 1 each 


discussion of the financials or details ofthe | 


proposal. The final meeting took place in 
January 2004 to consider the Rs 1,600- 
crore investment to finance the unified li- 
cence fee. This, too, was okayed without 
the board discussing the financials. 

Apart from this, there were other is- 
sues that the Anil camp now says should 
have been discussed — RIL paid for 
some of the advertising and marketing 
expenses of the Infocomm launch, it 
bought and carried inventories of hand- 
sets, carried Reliance's Infocomms re- 
ceivables in its own books, and gave 


Rs 5,500 crore of guarantees. None of | 
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this was reported in the balance sheet. 

Even more strange, Mukesh Ambani 
chaired all these board meetings, except 
the last one, to approve the Rs 1,600- 
crore payment for the unified telecom 
licence. Technically, since he was an 
interested party in the company receiv- 
ing the investment — Reliance Info- 
comm — it would have been appropri- 
ate if he had abstained from attending 
those meetings. 

Surely, the last word has not been 
heard on the Reliance saga, yet. Or for 
that matter, on the state of governance 
in corporate India. E 
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RY releasing tame pets into the wild. Animal ac- 
tivists will certainly get very excited, and show 
up in droves to drum up support. But the ques- 
tions remain: will the pets be able to survive in 
the harsh new surroundings? Will they learn to 
hunt again? 

Now, take those same questions and pose them to India's 
textile industry. Companies that were brought up in con- 
trolled environments are being thrust forward to face the free 
market. Free trade proponents are cheering. But are the gar- 
ment exporters tough enough to survive? 

For 30 vears, these companies had quotas — exclusive li- 
cences to export to important markets like the US, Europe and 
Canada. In fact, quota sales contributed to 72 per cent of In- 
dia's total garment exports of Rs 23,035 crore in 2002-03. 

On 1 January 2005, the World Trade Organisation (WTO) is 
dismantling the system of quota for garment exports. Already, 
offices of the Apparel Export Promotion Council (AEPC), the 
apex body that doles out quotas, once a beehive of activity, is 
wearing a deserted look. 

Before we speculate on exporters’ post-quota survival, let's 
find out how tame they were. So far, the Indian companies did 
not just have quota by their side — they also had government 
regulation to help them. Till two years ago, the government al- 
lowed only small companies, with capital less than Rs 5 crore, 
to setup garment manufacturing units. This bred alot of small 
companies or, in most cases, many small companies set up by 
the same entrepreneur. 

So, garment export companies in India are small when 
compared to those in Sri Lanka, Bangladesh and Thailand — 
leave alone China. However, India's fragmented structure was 
sewn together because the quotas assured business to com- 
panies, irrespective of their size and structure. Since the gov- 
ernment doesnt allow companies to hire and fire, the industry 
outsourced a lot of work — to even smaller companies. Says 
Arindam Bhattacharya of Creatnet Services, a Delhi-based 
garment consultancy: "In such a scenario, nothing really mat- 
tered for these companies. Systems and processes, cost con- 
trol and HRD were only discussed during downturns." 

India now has a clutch of companies which are small in 
size, run directly by the first or second generation entrepre- 
neurs, and without much in the name of systems and 
processes. The top 10 garment exporters together export less 
than 10 per cent of the country's total exports and, inciden- 
tally, these are also the top quota-holders. 

Quota-holders have always been powerful. Quota is a 
tradeable commodity which often fetched a premium in the 
market. So, if a quota-holding company could not export for 
lack of orders, it would sell its quota to another company at a 
premium. Additionally, as per the rules, the exporter who 
bought quotas in the open market, usually through a broker, 
could only export orders in the title of the original quota- 
holder. This meant that post-quota benefits accrued to the 
original quota-holder and not to the actual exporter. 

Seventy per cent of the quota entitlement was given by 
AEPC on the basis of past performance. Therefore, once a 
quota-holder, a company always remained one. The quota- 
holder had other advantages too: they could raise finances 
from banks on the basis on future quota entitlements, which 
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Fittesl 


ETARTE quota exports 


2001-02 2002-03 








Restricted items* 738,510 | 902,631 | 
Non-restricted 100,033 105,787 
OBA™ 21,507 10,013 
GRAND TOTAL ^ 860,050 | 1018,431 
Restricted items 620,338 704,024 


Non-restricted 233,152 | 327,880 





OBA 17,369 | 19,254 
GRAND TOTAL 870,859 | 1,051,028 
NEGEER Restricted items 57,103 44,203 
Non-restricted 44,624 50,939 
OBA 3,393 2,635 
GRAND TOTAL 105,120 | 97,777 : 
Non- Outside Bilateral | : 
SCE Agreement 272,528 | 136,169 |È 
sax GRAND TOTAL $ 





All figures in Rs lakh. *Restricted items means items to which 
quotas apply. **OBA=outside bilateral agreement. 
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made for easier access to working capital. Garment quota- | 


holding companies were like well-fed pets. 

It is going to be tougher for them to adjust. Says Clothing 
Manufacturers of India (CMAI) president Premal Udani: “For 
our generation of entrepreneurs, it is going to be a dramatic 
new experience overnight. Some of us will lose power and 
privileges while others will experience a new-found freedom.” 

All those special privileges meant that often, big players 
were not allowed to enter the fray. Therefore, there is a lot of 
scope for cost efficiencies if bigger factories are set up. On the 
ground, however, it may be a few months before the actual ef- 
fects play out. Garment buyers are unlike commodity buyers 
— they wont shift suppliers for a few cents. It takes 6-8 months 
before a buyer-manufacturer relationship is established. The 
existing clients of quota manufacturers have, in some cases, 
decades of arrangements with them. So, the quota manufac- 
turers argue that they are not going to lose all their business 
overnight. Says a Mumbai-based quota broker: “Among the 
quota-holders, the companies that stayed afloat by just trad- 
ing in quotas are the most likely to lose out in the stampede.” 


In the new WTO textiles 
regime, will India's 


quota-coadied garment 


exporters survive? 
By T. Surendar 





product line by increasing volumes. 


a few manufacturers. 








Selly of companies with quotas 


@ Increase expertise in one product and build large 
r capacities in it: Orientcraft is moving into shirts, and 
, Gokaldas Exports is building a large business in inner 
* wear. This is an effort to decrease costs in a specific 


WM Build large factories that are able to execute large 
! orders, especially for the American market: Orientcraft, 
Sonal Garments, Bangalore factory and Sahi Exports are 
all doing this. It will help them attract bigger buyers who 
want to consolidate orders from multiple locations under 


. W Expand into the American market in a big way: In the 

| old scenario, most companies had EU quotas, which were 
far smaller than US quotas. Texport and Richa Exports 

E are already gunning for the American market. 


TEXTILES 


Companies like the Delhi-based Orientcraft and Banga- 
lore-based Gokaldas Exports are leading quota-holders, and 
also India's top two garment exporters. They both seem to 
have read the writing on the wall early. Orientcraft will have 
three new factories this year and add two more in 2005. 
Gokaldas Exports has set up a large factory by Indian stan- 
dards, with more than 1,000 sewing machines. 

In fact, that is the case with most big quota-holders. Of the 
top 10 quota-holders, six have already plotted their 2005 strat- 
egy. Most of them have expanded in the recent past, or are do- 
ing so now. However, firms like the Mumbai-based Texport 
and Sonal Garments don't have a strategy in place vet. The 
Delhi-based Pearl Group, another quota major, diverted its at- 
tention by setting up a fashion institute when the industry hit 
a downturn two years ago. Says the broker: "These companies 
have waited far too long to take a decision and if orders flow in 
suddenly, they are the ones who are bound to lose out." 

The problem is even greater with the medium-sized and 
smaller companies. Over the years, these companies have not 
been able to put aside money for new investments. They 'ro- 
tated' money from quota exploits — either by trading quotas 
or generating working capital on them — and ran their busi- 
ness with very little capital. The Mumbai-based Go-Go Inter- 
national is one such case. Its last investment in a process or à 
manufacturing unit was more than four years ago, and it is just 
breaking even on it. Funds for a big factory, estimated to cost 
at least Rs 25 crore, aren't available. But it has good contacts 
among buyers, once considered a good asset in its business. 

Are good contacts still all it takes? No, says Udani. He says 
new buyers are coming that are willing to start afresh with new 
investors and factories. The European chain stores H&M and 
US-based Sara Lee are already looking. With new factories, 
these buyers can invest in training to make garments as per 
their standards, and also follow a different 
work culture from the old factories. Sara 
Lee, for example, discourages overtime 
hours in factories that make its goods, a 
rampant practice in unionised industry. 

Theconsequences are two-fold: newin- 
vestors are setting up factories, some qu-ite 
big. The Mumbai-based Raymond and the 
Delhi-based Alok Textiles are putting a few 
hundred crores into new facilities. Second, 
the fresh attitudes have emboldened non- 
quota manufacturers to invest in new ca- 
pacities as well. One such company is the 
Bangalore-based L.D. Carlyle, which is con- 
sidered one of the rising stars. 

Where does this leave the quota compa- 
nies? Apart from setting up factories, some 
are streamlining processes and investing 
money in technology like digital imaging 
systems that can scan and transmit designs 
to buyers over the Internet. Whatever the 
companies do, Udani admits that the peck- 
ing order among garment companies is go- 
ing to fluctuate for the next five years. Says 
Udani: "We are thinking positive. It is a bet- 
ter state to be in." * 
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This 
situation is 
changing 
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HERE is much to remember 2004 
by, from the unexpected national 
election results to the heady rise in 
equity prices to Sachins thirty- 
fourth Test century. So it's not been 
a bad year at all. There is, however, one aspect 
of 2004 that has not been adequately com- 
mented on — this is the year when India be- 
came a truly global economy. 

A lot has been said and written about the 
G-word. In fact, it has become a tiresome 
cliché, something that bored audiences at sem- 
inars have to bravely endure. Yet, let's face it: In- 
dias interaction with the rest of the world has 
been minimal till now. India was global more in 
thought than in action. This situation is chang- 
ing far more rapidly than most people realise. 
Let me highlight three areas where the change 
has been most dramatic: foreign trade, corpo- 
rate investments and the financial markets. 

Indias total foreign trade this year will be 
about 32 per cent of its total GDP It means that 
about a third of our national economy is now 
linked to the rest of the world. At 46 per cent, 
China is still far ahead of us on this parameter. 
But did you know that America's foreign trade is 
amore modest 25 per cent of its GDP? 

So, foreign demand has emerged as a key 
driver of domestic economic growth. Take a 
look at our explosive growth in merchandise 
exports. Part of this growth is merely a fallout of 
the5 percent growth in the world economy this 
year — the highest in 20 years. But that's not all; 





the value of goods shipped out of India has | 


grown at 25 per cent, far faster that the growth 
in overall world trade. Services exports con- 
tinue to steam ahead. Even a strong rupee has 
not stalled the export engine. Exports today ac- 
count for about 15 per cent of India's GDP So a 
25 per cent rise in exports adds about 4 per cent 


to Indias GDP growth rate. Or to put it another | 


way, over half of economic growth this year will 
be accounted for by foreign demand. 

The recent trends in corporate investment 
offer us some more clues about the rapid glob- 


The Global 
Indian Economy 





alisation of the Indian economy. The great in- 
vestment boom of the mid-1990s had petered 
out because of lower tariffs and higher interest 
rates, and capital expenditure almost seemed 
to have gone out of fashion. Since then, Indian 
companies have restricted investments into ar- 
eas where there is no threat from imports. Tele- 
com is the obvious example. It was lavished 
with thousands of crores of investments (both 
foreign and domestic), despite an investment 
drought elsewhere in the economy. Other non- 
tradable sectors like insurance, financial ser- 
vices and road-building also attracted money. 

Thetwo exceptions to this were auto manu- 
facturing (which continues to be protected by 
high tariffs) and software services (where we 
were globally competitive almost from day 
one). There is now a nascent investment revival 
under way. And it's different from the one we 
had ten years ago in one subtle yet significant 
way. Companies poured money into new facto- 
ries in 1994 because they were attracted by the 
promise of a newly-liberalised India. In 2004, 
the attraction is of a newly-globalised India. So 
alot of the money is flowing into sectors where 
Indian companies have achieved global com- 
petitiveness. Pharmaceuticals, textiles and 
steel are obvious examples. Indian manufac- 
turers in these industries are getting coupled 
into global supply chains. It can only mean 
more global trade in the coming years. 

And, finally, consider what has happened in 
the financial markets. Key prices, especially in- 
terest rates and exchange rates, are now moving 
in tandem with global trends. Why have interest 
rates started inching up? Why is the rupee grow- 
ing stronger by the day? There are domestic ex- 
planations as well, but the real answers can only 
be found in the wider global economy. In fact, it 
would not bean exaggeration to say that the RBI 
has partly lost control over domestic interest 
rates once it was faced with a strong tide of for- 
eign capital and then decided to target the ex- 
change rate rather than interest rates. 

So, say hello to the Global Indian Economy. W 
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Insurance is the subject matter of solicitation 


suraksna 


A complete insurance cover for the Householder 
and his family. 


This single package policy offers, at a very 
affordable premium, cover against 


» Loss to household goods due to Fire, 
Theft and Burglary 


» Loss or damage to Jewellery and other 
Valuables 


» Breakdown of Domestic appliances and 
Electronic Devices 


» Loss or damage to Pedal Cycle 





» Loss of Baggage while travelling 


» Personal Accident to family members N ati 0 n a | i nsu ra n C e 


» Third Party liability as well as liability in 


respect of domestic help C 0 m pa ny Li m ite d 


Attractive discounts in premium, from 15% to 


20%, are offered depending upon the number Visi 3 tonali Lim 
of sections selected". isit us at : www.nationalinsuranceindia.com 


For further details please contact our nearest office 


India's fastest growing non-life PSU insurance company 


* Conditions apply 
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Towards a 


BPO glasnost 





T is easy to get caught up in the heady 
excitement of rapid growth of the Indian 
BPO industry. After all, which other part 
of the Indian economy is growing at 50 
per cent year after year? 

The BPO industry is $3.6 billion in size 
2003-04). Of this, the ‘true’ Indian BPO seg- 


ment (Indian companies who sell directly to | 


overseas Customers) is only about $1 billion — 
a lot smaller than one might conclude from 


aggregate industry numbers. Of this, the top 20 | 


names account for $760 million; there are 280 
BPO companies who account for the balance! 
Clearly, this is a small, fragmented industry 
with no clear leaders. In other words, we are not 
quite ready to dominate the world. Much like a 
gifted child, the BPO industry demonstrates 
tremendous long-term potential, but it also 
runs the risk of burning itself out before attain- 
ing maturity. 

Comparisons are made between BPO and 
IT. However, in one respect, the two differ quite 
radically — the IT industry had the time to 
grow, the BPO industry does not. 

On the demand side, customers will not 
wait for us to mature and build scalable 
processes. On the supply side, countries like 
China will not wait for us to grow up. This begs 
for a sense of urgency within the industry, 
which is conspicuous only by its latency. The 
general feel-good predicated on huge growth 
appears to overshadow structural concerns. 

This underscores the need for the BPO 
industry to adopt management and internal 
processes of a far more mature industry than it 
is. This is the only way we, as an industry, will be 
able to scale up rapidly without compromising 
quality to our customers. 

I am generally unable to make sense out of 
the financial results of most BPO companies. 
Companies choose what they want to say and 
selectively disclose data as is convenient to 
them. BPO subsidiaries of IT companies do dis- 
close consistently, but even this is inadequate 
to fully reconcile revenue, headcount, billing 

















rates, etc., towards a proper understanding of 
the inherent economics. 

Here is an example of a well-known BPO 
company (actual numbers changed) based on 
quarterly data published on 30 June 2004). 
Headcount: 2,765; revenues: $9 million; aver- 
age billing rates: $ 12-14/hour. 

The numbers don't add up. If you assume 
billable headcount to be 70 per cent of the total, 
revenues for the quarter should have been 
$12.6 million, not $9 million. If you take rev- 
enues of $9 million to be correct, that would 
suggest that only 1,384 people out of 2,765 have 
been billed, which appears impossible. 

The data is insufficient to understand the 
business dynamics, and raises questions about 
how well the business is being managed. 

If the company was publicly listed, it would 
have been forced to explain the numbers. The 
question is, do we really need to wait for a pub- 
lic listing to disclose data? 

If we want to make India a dominant force 
in the global BPO arena, should we not act in as 
transparent a manner as possible, of our own 
volition? Should we not voluntarily disclose a 
set of business metrics that help people under- 
stand our business? 

Only ifwe do will we be able to develop a com- 
mon language around our business and create a 
level of transparency in our financial statements 
representative of a mature industry. 

Will this benefit the industry? Undoubtedly. 
Will this benefit each company in the industry? 
Most emphatically, ves. This will create a group 
of companies that will learn from each other; 
develop a set of benchmarks that will set the 
standards for other BPO companies in other 
countries. It will be these best practices that will 
differentiate the Indian BPO in the long run. 

We need this today because we have not yet 
won the BPO battle. The real competition is not 
between one Indian BPO company and an- 
other but between India and China. It is a battle 
that is not easy to win, but, having said that, it is 
also a battle that is very much ours to lose. W 
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Amit can opt for training 

that is easy on managers, 
but may not measure out- 
comes effectively. Is mea- 
suring training necessary? 


MEERA SETH 


This is the second part of a two-part case study. Part one 
appeared in BW on 13 December. 


MIT Swamy stepped out ofthe lift to enter 
his office when he was dragged away with 
a friendly hug by Rupen Baid, the HR head 
of the Morro Group. To recap the events of 


entering retail business under the name 
MoMart, whose operations and systems 
were being designed by Amit Swamy. As part of this exercise, 
Amit had met with three training firms to evaluate their train- 
ing methods and how they fit with MoMart's needs. Baid, who 
had been closely in touch with all this, now said to Amit: 
“I heard all about your intense examination of the training 
firms from Vittal Morro (the MD), but why are you now getting 
into measuring the impact of training? It's a black hole! HR has 





CASE STUDY 


ing. What is advertising? An attempt to change customer's be- 
haviour or attitude through meeting need gaps? And what is 
training? An attempt to change employees' behaviour or atti- 
tude through filling need gaps in skills? Both these changes 
have many variables impacting them that lie beyond just 


training or advertising, so they are both similar to that extent. 


the last few weeks: the Morro Group was | 





slaved over the years to measure performance and we are still | 


not sure our methods are effective. Let me say this, it's not easy 
to isolate the benefits of training, let alone measure them!" 

Amit did not want to contradict Baid, who was his senior 
by many years. But, he thought: "If today's world — and 
more so in retail — is about uncertainty, then theres more 
reason why we should monitor uncertainty through measure- 
ment. I am defining this business and am willing to demand 
measurability." 

Vittal Morro — who was right then inspecting the fire 
alarm system in the office on that very floor — joined the two 
men as Amit said: "Every cash outflow is evaluated for its out- 
put, right Baid? Then why not training too? Why, take advertis- 


Good marketers agree that the impact of advertising should 
be measured and there are scientific methods for that. Yes, | 
agree that measurement is fraught with uncertainty, but then, 
uncertainty comes with every function, no? 

"If marketing can make a decision to invest Rs 50 lakh 
on an ad with only a broad guess that it will go down well 
with the masses, and yet measure the A:S ratios later to see 
if there was a gain to the business, then HR too needs to look 
for training : performance (T:P) ratios! Recall that initially, 
no one measured advertising's results because they did not 
even think it was measurable. But soon, they established a 
scientific nexus between advertising and sales and consumer 
behaviour, right?" Baid grinned and said: "But don't forget that 
marketers also agree that 50 per cent of advertising does not 
work anyway!" 

Amit agreed: "Yet we advertise? Plus we try to optimise on 
the 50 per cent that works, no?" Baid felt there was a differ- 
ence. He said: "If trainers are under tremendous pressure to 
prove that their training worked, and they know in their heart 
that 50 per cent of training does not work, how many do you 





ilustrator: ANTHONY LAWRENCE 
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think will offer to measure? Let me give you an example. My 
friend wanted customer service training for his team. He told 
his training firm that their fees will be tied to the output in 
measurable terms. In turn, the firm agreed and came back 
with a proposal which required them to have control over ar- 
eas affecting the output beyond training — compensation, re- 
wards, processes and systems! Now, is that tenable?" 

Morro listened keenly, then said: "What you say is interest- 
ing. But I will put my demands on the table: I want topline 
growth, I want to be smarter than competition, | want higher 
marketshare, continuous reinvention, therefore, employees 
who are quick on the uptake, able to take snap decisions on 
the spot. In short, I want MoMart to make bold moves, confi- 
dent moves, instinctive moves! We cannot be groping and 
floundering and waiting for precedents. So these are the para- 
meters to evaluate in the training, Amit." 


HE next day, Amit met Firm A, which held the view 

that people are the same everywhere and there was 

no need for customised training programmes. He 

asked: "Let's assume that your assumption about 

people is correct. If people are the same everywhere, where 

does your training differentiate between MoMart the retail 

firm, and, say, an airline? After all, MoMart is yet to commence 

operations. So, I really do not have a ‘before’ and ‘after’ sce- 

nario to compare. How am | to know that training has made a 
difference?" 

Firm A began by identifying the various ways in which 


effectiveness can be measured. “Broadly, there are six | 


accepted levels which we will state in ascending order of com- 
plexity of measurement, cost and time involved: One, feed- 
back of the programme from participants; two learning, go 
beyond mere feedback and check whether learning has hap- 
pened. Three, implement the learning and four, the business 
impact of implementation — has there been an impact on the 
business goals. The fifth measures the ROI of the training — 
was the investment worth it — a pure numbers way to look at 
it. The sixth attempts to measure intangible benefits that can- 
not be quantified. 

“We can take the measurement exercise up to any level 
but, as we said, it depends on how much you want to spend in 
money and time terms. But as part of our deal, we certainly 
undertake two types of measurement and share them with 
you. One is feedback from the participants about the pro- 
gramme and two is a pre-and post-training skill test to estab- 
lish that learning has taken place. These tests are used world 
wide with our training programmes, and we have found that 
the scores of participants change substantially across organi- 
sations. That is the reason we are very confident of this being 
the right programme for your need.” 

Amit agreed: "But isnt measurement about something 
that is appropriate for MoMart's needs? How can I base the 
workability of your model based on what works for another 
organisation? OK, we will come to that; but what do you check 
in these pre-and post-training tests?" 

Firm A replied: "We will evaluate the trainees for sales and 
customer service skills. Of course, there are numerous sub 
heads under these, it is extensive. The pre-test is essentially 
to establish need gaps of the group, which we then use for 


developing the training programme." 

"That's good," said Amit, "but tell me, what can you do 
with that information? The pre-test will certainly throw up 
training needs, but those will be generic, I'd think. You cannot 
change the programme as per the need of the group, can you, 
since you said you will not customise? You will get to specifics 
only when you adapt your programme to my business objec- 
tives and then examine the need gaps from there. Therefore, 
we once again come back to the differences between re- 
sources for one organisation and those for others. What drives 
business success in one need not apply to another, right? 

"Also, if it is a before and after test of the same skills and 
theoretical situations, isn't it evident that at the end of 2-3 
days the participants will score better? It's a bit like stud- 
ents practising reading comprehension for a GRE test and 
scoring better after that. Does it mean that those three days of 
studying have changed his skills and abilities in that area? Our 
other concern is that these tests will be hypothetical situa- 
tions, which are not even specific to retailing in our 
context, let alone the situations that we as a start- 
up might face. So is there any other way we can 
measure the effectiveness? For example, 
what about ROI?" 

Firm A contemplated a bit, then 
said: "Measuring the ROI is possible 
with our model. But let me tell you, it is 
along drawn and resource-intensive 
exercise. | am not sure you need to 
get into that for a basic course." Amit 
mused, then said: "You may be right, 
but understand where I come from. It 
is not so much an issue of actual 
returns in numbers, but more to estab- 
lish whether the training worked. AI- 
right, let's leave the numbers out. Is it 
possible to establish that your training has 
created a positive impact on our customers 
and employees? The degree and measure- 
ment can come later." 

"For that we will take you through the pro- 
grammes we have done for other clients and the impact 
they have seen in their businesses," said Firm A. "You will find 
that the concepts and logic used in these training pro- 
grammes are effective. One method we have tried before can 
be applied in your case: we brief the immediate superiors of 
the trainees and ask their feedback on the specific skills at in- 
tervals of one, three and six months. And we see if there is any 
performance improvement. We will keep a control group in 
another city who will not be trained, and measure their perfor- 
mance against the trained control group here." 

Amit knew he had a lot more thinking to do now. He 
thought: "The training is going to be imparted to front-end 
staff to begin with, to cash staff, billing staff, delivery staff; 
wont the performance measure vary for different jobs? So 
how do we measure that?" 

Firm A continued: "You will find a difference between 
trained and untrained staff. I can say with certainty that the 
trained staff will stay longer with MoMart as they will begin to 
experience greater employee satisfaction." And Amit 
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protested: “My immediate need is not as much to get em- 
ployee satisfaction as customer satisfaction! Oh God, what 
have we gotten into?” And Amit laughed, much to the relief of 
Firm A. Continuing, he said: "My goal is being able to attain a 
healthy appreciation in my employees of the need to be con- 
nected to customer goals, followed by an actual connection to 
the goals of customers. Therefore, we need to define what em- 
ployees need to know — behaviourally, attitudinally, emotion- 
ally and intellectually to connect their actions to customer 
goals. Am I making sense? If we cannot quantify these before 
training, the results of your programme won't be worth mea- 
suring, no? Why go up to ROI? There is a lot else that begs mea- 
surement before that!” 

Relieved by his realisation, Firm A said: "The whole 
process of isolating the benefits and attaching numbers to 
them is very tedious. That is why measuring the impact of 
training is very difficult. In fact, a lot of positive impact comes 

from the very fact that the trainees feel better and more 
confident just by attending a training programme." 
Amit initial inhibition with Firm A was re- 
duced a lot after this meeting. Maybe be- 
cause the process of dialoguing cleared a 
number of cobwebs in his head. But he 
had appreciated their forthrightness 
in discussing the measuring issue. 
Firm B came the next day. This 
was the firm that had offered to 
customise up to 30 per cent of the 
training programme. They arrived 
well-prepared with a nice presen- 














leading to final implementation. As 

he studied the chart, Amit realised 
this was no different from Firm A, so 
he asked: "Does this mean your job 
ends with implementation?" 

Said Firm B: "Our clientele is vast and 
goes beyond India. This is exactly what we 
do for all clients and it works splendidly. That's 
what makes this model so unique — it's simple 
and easy to implement and assures results." 


Nodding, Amit said: "I have heard so from some other or- | 
ganisations. But they are not in retailing, you see, hence my : 


anxiety. Regular customer service for white goods, brown 
goods, etc., is very predictable and usually begins after a sale is 


made. At that stage, the steps are very clear and manageable. | 


Since you are not going to bring about a consultative process 
of examining my needs and then building a programme, how 
will you measure that your training has made a difference? 


That I have achieved my goals? What I suggest is we do a pilot | 


based on your method. Then, can you measure for us the im- 
pact of the training?" 

Firm B gave it a brief thought, then said: "Not difficult. 
We will list out the parameters that this programme can im- 
pact and then measure them before and after training. But in 


your case, the trainees are all raw, right? I mean, they are going | 
to be trained first and then put on the job. In that case we can 
define some basic achievement levels expected from them | 


in value terms. At the end of one month on the job, we can 





tation chart with arrows logically | 











measure the results. 

"As for establishing if that result is a function of our 
training, we can keep a control group that is not trained 
and measure it against the group that has been trained. Of 
course, some benefits will be just because the participants are 
more confident after the training programme, and not 
because of the content. But that, too, is a benefit and should 
not be ignored." 

This was quite nearly what Firm A had said, yet Amit asked: 
"Since you are talking numbers, and given the numerous 
firms you have trained, are there any benchmark figures for 
rating success ?" 

Firm B was enthusiastic, and said: "Well, we have the aver- 
age industry standard derived from the companies that we 
have trained. Those would be excellent benchmarks." But 
Amit was not sure; he said: "Are you saying that if we achieve at 
least that number, say, in the first six months, the training pro- 
gramme can be considered to be working for us? But then I 
have an issue with that method. Your programme will bring 
my people up to industry average — but how do I know if that 
average is good enough? Who is the judge of that? Please don't 
get me wrong! The 200 companies you are using for your trend 
analysis and calculating the average or standards are all in 
manufacturing. None in direct retail, right? So readily, those 


| numbers don't touch me at all, you see? 


"Then there is the fundamental problem: even if your 
clients are in retail, being 'average is not my goal! It's not 
enough for me to beat least as good as the others. So, suppose 
we set aside all your standards and averages and I say, OK Firm 
B, we are a new industry, let us look at ROL. I mean, every pro- 
ject has to have an ROI at least more than the cost of capital. 
That's a simple rule. So, what is the average for training? 20 per 
cent? 50 per cent?" 


IRM B replied: "Real-life situations make it difficult 

and expensive to measure all the areas impacting per- 

formance and then isolate the impact of training. 

Most companies go with their gut feel that 'if our em- 
ployees do X, Y and Z, the impact on our business will be posi- 
tive — they will sell more, they will get more customer loyalty 
or a better brand’. Most organisational processes have not 
been evolved enough to measure the impact of training. Of 
course, there are companies like GE, Unilever, etc., who invest 
substantial amounts in resource development, and given the 
investment that they make in training, it makes sense for them 
to invest money, manpower and time in this. 

"We recommend that for this level of training, you should 
not get too deep into measuring the ROL...” 

Amit nodded briskly in agreement, and said: "That is why! 
am hiring an expert, no? At least give me a picture of how it can 
be done. Let me know it is measurable, then I will take a call on 
if I want to go the full extent or not. Look, MoMart is hiring 
some 600 people afresh. I will have to put them all through 
training. Even without asking for a bill, I have an idea how 
hugely expensive it's going to be. And mind you, we haven't 
even started selling!" 

Firm B agreed. It said: "There are limits up to which an out- 
side agency can contribute. We can show that there has been a 
positive impact. But the real hard data and isolation of the im- 
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pactoftraining will need to be done by your field managers. As 
for ROI, not just the managers, even the trainees need to be 
mature enough to be able to isolate the impact due to training 
and due to other areas. 

“ROI is very esoteric, fashionable, but in fact very limiting, 
even regressive as a measure. It is a number, but it will not tell 
you how to improve it, what parameters to improve. You can 
get a higher ROI by reducing training investments just to 
achieve the arithmetic, or by increasing the weights you attach 
to the benefits. Companies are known to play with these. This 
traps you in a loop. 

“Yes, as an academic exercise, you can do it once in three 
years, just for the excitement of seeing a number fall out 
of months of calculations; but you cannot apply this measure 
for every marginal increase to your training investment. What 
will be more satisfying is to measure the costs of not training 
— cost of errors, cost of attrition prevented, loss of customers, 
cost of lower gross profit, lower productivity, etc. The days of 
touting ROI to justify an investment are gone. Today, you have 
to evaluate all this — risks, cost-benefits of long-term versus 
short-term, initiatives of strategic value, etc.” 

Now Amit saw light. He agreed heartily. He was ready to 
throw ROI out of the window: “But isn't there any other sub- 
stantial means of measuring impact of training at the end of 
year one?" he wondered. 

By the time he met Firm C, Amit felt maybe he should de- 





... CASE STUDY 


velop a training programme in-house with Rupen Baid. Firm 
C was the one that developed its training through a consulta- 
tive process and watched over line managers executing it. Pre- 
senting its story, Firm C said: "We will take your business ob- 
jectives, then identify the areas that are people dependent, 
identify which of these can be changed through training 
(there will be others that require better recruitment or com- 
pensation or other HR areas) and, hence, identify the training 
needs very specifically. From this, the objectives of training 
will emerge clearly and these are the areas to be measured. 
Then, we develop and deliver the content and provide the 
framework to your managers to ensure implementation by 
measuring the extent to which the objectives decided earlier 
have been achieved. 

"Thus, we ensure that you are internally very capable of 
managing the entire process. And after the first pilot, we can 
together decide the changes required. Or, if no changes are re- 
quired, vou can do the entire process yourself. Or, we can do a 
three-day programme after the first phase has been fully inter- 
nalised. So you see, when the ‘what needs to be measured 
specifically for MoMart' becomes clear, measuring it is not a 
problem. The impact may or may not be positive. Those re- 
sults neither reflect on your people nor our trainers or the pro- 
gramme content, because the number of variables in a pro- 
gramme like this are too huge for us or anyone to claim that 
this activity will give earth-shattering results. 


OU are a marketing man yourself, you tell me, ad- 
vertising is not the only area responsible for chang- 
ing consumer behaviour, isnt it? So, too, with train- 
ing; but we will ensure measurement takes place in 
a manner that highlights where the next phase of attention 
needs be given. We know that many business heads have a 
great relationship and comfort level with ROI. So we will help 
you calculate that to a limited extent. By that I mean, it may 
not include all variables — since isolating them and attaching 
values is anybody's guess — but we will certainly attempt to 


| measure the soft ones too. 


"So, after the impact of the training on business is isolated 


| through the interviews and statistics and data, we will assign a 


cost to each activity which do not have a direct cost like 
managerial time, opportunity cost of trainees being out of the 
field, etc., and hard costs like consultant fees, venue cost, etc. 
Using these, you can at least have a reference point. Will that 
serve your need? Therefore, once we have a fix on what the 
goals are, we can come to the question of what results we need 
to measure. Don't worry, that's very simple. We start with need 


_ identification and work backwards. This means, need gaps 


translated into learning deficiency, quantified as 'rupee earn- 
ings achieved through removing that deficiency. But for that, 
we need an out and out partnership with line management!" 
An exhausted Amit asks: "What is the business conse- 
quence of choosing Firm A or B, which have programmes that 
are simple and easy to administer, but do not measure results 
adequately, yet are endorsed by a vast clientele? Or, choosing 
Firm C, where even if partly measurable, he could have an on- 
going consultative process to fine tune needs, powered by line 
managers who, after all, are the real customers of the training? 
Or was Firm C's method doing an overkill?" Š 
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The author is the head of Rightflow, a 
training firm. He can be contacted at 
pranav@rightflowindia.com 


EASURING training effec- 
tiveness can be approa- 
ched from different pers- 
pectives. Doing so will also 
answer Baid's question: “Why should 
one measure training effectiveness?” 
These perspectives are: 
As an accountant who must commit re- 
sources to a project. Though the mea- 
surement is retrospective, the organisa- 
tion would like to know the investment's 
returns and decide on future commit- 
ments. ROI and cost-benefit analysis are 
often used for this purpose. 
Asan auditor who must see the impact 
of the training programme on business 
objectives and make changes in the 
content, trainer, etc., in order to 
make it more effective. 
As a business coach who does not 
want to modify the training pro- 
gramme, but find out the need 
gaps that arise post-training and 
provide support. 

The critical factors for MoMart 
will affect the whole Morro group. 
MoMart, the new business, will lead 
to new learning for the entire organi- 
sation — especially sales and customer 
service. Training will evolve within the 
organisation; it shouldn't worry about 





getting it right the first time.’ 
Training, thus, is important and re- 


sources have to be committed to it. If 


Amit and his team agree that 50 per cent 


| of training will not work, and there are 


no benchmarks to compare with, then 
they should seek both expertise and in- 
genuity from the firms. 

So, the purpose of measuring train- 
ing effectiveness should be to identify 
changes made by the training program- 
me and to provide support to staff 
through other means. The issue is not 
about 'committing resources' anymore. 

All three firms are voicing this in dif- 
ferent ways. Firm A adopts a very good 
model of measurement. But measuring 
just level one and two — reaction and 
learning — are not fulfilling any of Mo- 
Marts needs as an accountant, auditor 
or coach. Amit's apprehensions are fair. 

As suggested by Firm A, control 
groups are often used to compare train- 
ing efficacy when the need for training 
and contentis to be validated. But in this 
case, Amit knows that training is re- 
quired. He only wishes to measure the 
efficiency. He is clearly not comfortable 


_ leaving an untrained group to meet cus- 


tomers for the sake of measurement. So, 
where does MoMart get its benchmark? 
From its business objectives, of course. 
Firm B helps Amit bring clarity on 
what should be measured and what 
should not be. At this stage, Amit is right 
in not pursuing ROI as the only indica- 
tor for success. What really makes Amit 
sit up is the cost of not training. Organi- 
sations often question the worth of 
training employees, since many of them 
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leave soon after. Yet theres only one 
thing worse than training and losing 
employees: not training and retaining 
them. Though Firm B does not explicitly 
state it, they hint that they will be able to 
measure the 'implementation of learn- 
ing — that is level three. 

Firm C is quite sure that if the train- 
ing need identification is done and ob- 
jectives are clear, there will be no prob- 
lem measuring. In its process, even if the 
training is partially effective, MoMart 
can still identify the areas that did not 
work and change only these areas. 

Taking front part one of the case, 
measuring the business impact of train- 
ing can be best understood by asking 
five questions: What is the business im- 
pact required? What needs to be mea- 
sured? To what extent should it be mea- 
sured? How long after training should 
measurement be done? What are the cir- 
cumstances in which training is done? 

A part of MoMart's marketing plan 
could be to turn customers into advo- 
cates even after they have product com- 
plaints. One way to do this is to resolve 
customer complaints quickly. The ob- 
jective could be: "Three months after 
training, 75 per cent of front desk emp- 
loyees will resolve customer complaints 
satisfactorily 90 per cent of the time 
within 10 minutes, if we give them au- 
thority to immediately accept product 
returns up to a value of Rs 1,500. This 
should lead to a customer satisfaction 
score of 80 per cent." Should MoMart 
define how an 80 per cent customer sat- 
isfaction score will help it increase cus- 
tomer advocacy? Sure. If it has systems 
to track it. 

If MoMart finds that the customer 
satisfaction score of people with com- 
plaints is not 80 per cent, but 60 per 

cent, will it fine-tune the programme? 
Certainly. But if it finds that there are 
not enough customers coming in, 
will Morro scrap its training pro- 
gramme? | doubt it! That's the 
power of training need identifica- 
tion linked with business objec- 
tive and measurements. 
The extent of measurement 
will depend on data availability, 
maturity of employees, etc. If it gives 
too much importance to measure- 
ment, the focus might shift from achiev- 
ing the objectives to evaluating the firms 
(not to mention a negative ROI). * 
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The author is president (corporate devel- 
opment and HR), RPG Group, and a 
management board member. He has also 
worked in marketing, HR and leadership 
positions at Modi Xerox and Escorts. 





HAT you cannot measure 
you cannot manage. The 
old adage is so true, even 


for something as nebulous | 


as ‘training’. Without this, a training ini- 
tiative is an unchartered missile whose 
direction and impact is beyond any- 
ones control or comprehension. 
Training of 600 new hires is an enor- 
mous investment. The risk on this in- 
vestment is compounded by the fact 
that retailing is a pioneering venture for 
the Morro Group. With so much at stake, 
Amit cannot be expected to just take a 
‘leap of faith’ and hope for the best. 
As aresponsible business leader, 
he is asking the right question: 
‘How will he know whether train- 
ing is being effective in accom- 
plishing the goals he has set for 
MoMart?’ In the absence of ‘mea- 
sures, training too often fails to be 
a strategic imperative. It is seen as 
cost to be cut back when times get 
tough. Training is a learning process 
whereby people acquire capabilities 
to aid in the achievement of organisa- 
tion goals. Whether training succeeds in 
this is an important concern in the mind 








gstudy analysis 2: Arvind Agrawal 


| ofany responsible manager. 


The six levels of measurement of 


| training spelt out by Firm A are logical 
and comprehensive. These are in the as- 


cending order of complexity and ‘value’. 
The measurement levels are: getting 


| feedback from participants, measuring 


learning, checking its implementation, 
checking the business impact of imple- 
mentation, finding the ROI of the train- 
ing and, finally, looking at other intangi- 
ble benefits. Of these, getting feedback 
from participants is the easiest method 
of measurement, while finding the in- 
tangible benefits is the hardest. 

Regrettably, Firm A stops at level two 
(measuring learning), which merely en- 
sures that participants have learnt what 
they have been taught. It gives no indi- 
cation if ‘what is taught’ is relevant to 
MoMart's needs and if participants will 
apply the ‘learning’ when they return to 
their real jobs. Amit can't be faulted for 
thinking that this has no measure of 
what is appropriate for MoMart. 

Firm B offers to measure effective- 
ness by comparing the ‘parameters’ im- 
pacted by the pilot group after a month 
of training with the ‘control group’ who 
would not have gone through the train- 
ing. This certainly is a time-tested and 
well-accepted method to measure ef- 
fectiveness, in terms of concrete impact 
on predetermined parameters. This 
measure goes quite close to level four of 
the complexity of measurement. But it 


| does not deal with the fundamental is- 


sue Amit raises: the relevance of the pa- 
rameters to MoMart's business needs. 
Firm B's offer to benchmark with 
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other firms is also not relevant. As Amit 
rightly observes, none of the 200 com- 
panies proposed by firm B for trend 
analysis and benchmarking is in retail. 

Training, as we observed in the 
analysis of the previous part of this case, 
is an element within the holistic 'busi- 
ness template' specific to MoMart. This 
consists of an employee profile based 
on MoMart' business strategy and ob- 
jectives, systems, processes and poli- 
cies; recruitment; training and recogni- 
tion and reward programmes. Training 
in MoMart must have specific objec- 
tives for producing skills and changing 
behaviours of employees. These chan- 
ges must fully align to other elements of 
MoMart' ‘business template. 

The consultative training approach 
offered by Firm C deals with this quite 
well. Firstly, working with the managers, 
Firm C offers to establish clear and spe- 
cific training objectives which fully 'fit 
in the MoMart ‘business template’. 
While at it, they would also establish 
measures for training effectiveness. Fi- 
nally, Firm C rightly clarifies that the 
purpose of measurement is to manage 
the entire process. The measures will es- 
tablish what has been accomplished 
and what needs to be done further in 
terms of follow-up-training, reinforce- 
ments by superiors in the job, etc. Their 
approach also equips the line managers 
to manage the process by themselves. 

Firm C also offers to calculate ROI by 
simply putting together all direct costs 
such as consultant fees, venue, manage- 
ment time, and opportunity cost of em- 
ployees being away from their jobs. On 
the benefit side, it proposes to measure 
the consequences of 'need gap reduc- 
tion, i.e., business consequence of skill 

improvements and behaviour changes. 

This sounds abstract, but not when 

you have a group of line managers to 
make their collective judgement. 

If the training goal is stated in 
an objective manner, then the 
business consequences are pre- 
cisely measurable. Examples of 
this in retail are: average bill value, 

fill rates, percentage of repeat cus- 

tomers, customer satisfaction, in- 
crease in foot falls, etc. 

Firm C, together with line man- 
agers, will collectively quantify the busi- 
ness benefit. On that basis, ROI from the 
training can be easily calculated. üb 


We would like to thank our speakers, delegates, exhibitors, 
visitors and sponsors who made Infocom 2004 a resounding success. 
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We rarely 
fail to 


make the 
grade in 


technology 


but often 





failtodo — 
a good job 
of oral or 
written 
commu- 
nication 


Sample 1 “... 7, G. S. Dora ,a B.Tech (CSE) grad- 
uate with 74% in aggregate, passed out in 2003. 
I hereby attache a copy of my resume for your 
kind referrence. Waiting for a positive re- 
sponse Frok You. Thanking You..." 

Sample2 “... I am B.tech computer sc & Engg. 
gradute passedout in2003 with 70.0796.1 here by 
paste acopy of my resume for your kind refer- 
ence. I request you just give me chance to 
prove my worth in your company." 

Sample3 “CURRICULAM VITAE Objective: - To 
Find Challenging & Adventorous Field Involv- 
ing Tremendous Tasks & Opportunities Where 
Work Should be Continous & last for a lifetime." 
Sample 4 “... Here with please find my atta- 


ched resume for your kind consideration so that | 


Application to 
the headmaster 





I can have a professional advancement in real | 


time environment, if given a chance. I assure 
you that I shall prove diligent & candid in the ex- 
ecution of duties bestow on me..." 


RECEIVE at least fifty such unsolicited 
mails enclosing job applications every- 


day. They often come from students | 


across the country who are about to gra- 

duate. They also come from engineers 
and masters in computer applications with so- 
called ‘work experience. 

Uniformly, the mails are written with com- 
plete disregard for basic grammar. The English 
is terrible. Some young people, who have tasted 
'short messaging system' (SMS) on mobile 
phones, do not know that it is downright irritat- 
ing to read an email written in SMS jargon. 
Since I see a good sample day in and day out, I 
am entitled to conclude that there is a discon- 
certing problem with our system of education. 

It is an expensive 'defect. Years ago, Moto- 
rola discovered that the average worker had 
problems reading, writing and doing simple 
mathematics. It had to re-train workers to rec- 
tify a defect that had flown through the educa- 
tion system. Motorola traced the defects all the 


way back to kindergarten, and started the K2 | 


program for corporate involvement in improv- 











ing education. The message is simple: if chil- 
dren do not learn the 3Rs well, that defect flows 
into the workplace where it is far more expen- 
sive to correct. Worse, most workplaces are un- 
likely to get involved in fixing the defect at their 
expense, and will instead opt to live with it — 
which hurts the organisation even more. 

| studied in a government school in an ob- 
scure place in Orissa called Keonjhargarh. The 
medium of instruction was Oriya. As part of 
learning English, our teacher made us write ap- 
plications to the headmaster, seeking leave of 
absence on imaginary grounds. He also asked 
us to write letters to a friend, the subject of 
which was invariably woven around how you 
spent the holidays. Looking back, those were 
useful lessons in communication at an early 
stage of life. He taught us to leave margins on all 
sides of the paper and space after the saluta- 
tion, and to end with an appropriate closure. 

The emails I get today make me wonder if I 
am from another planet. Before you think I am 
using precious newsprint on a trivial matter, 
ask a customer of any leading Indian software 
company on their No. 1 gripe. You will hear that 
itis the quality of communication. We seldom 
fail to make the grade in technology. We know 
how the math works. But we do not do a good 
job of oral or written communication. World- 
over, the known No. 1 reason for project failures 
is not technology, but communication. The so- 
lution starts with learning to express oneself in 
simple and clear terms. 

The problem is a matter of priority. For elite 
academic institutions, this is probably not a big 
issue because their screening process ensures 
that the students who get in have an acceptable 
level of written communication skills. But for 
the vast majority of India's engineering colleges 
and technical institutes, it is quite another story. 

Given the time a student spends in college, it 
is not a huge task to get them to fix their commu- 
nication skills. A return to the good old 'applica- 
tion to headmaster' could make the difference. 
Only, this time, add email etiquette to the list. M 
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A STERLING EPISODE 


With its Mumbai outlet and an extended range of products, Episode, the silversmiths who have forged relationships over the 


twinkling metal for generations of valued patrons, has moved ahead with its legacy 


ith its Mumbai outlet and an ex 

tended range of products - Epi 

sode, the flagship of the House 
of Whorra's, silversmiths who have forged 
relationships over the precious metal for 
generations of valued patrons, has moved 
ahead with its legacy, strive hard to keep 
the faith of each of its patrons. 
Episode has a vast inventory of over 10,000 
products and the record of one new design 
reaching its shelves every day. With fore- 


sight and empathy for every situation of 


the patron's lifestyle it offers not just per- 
sonal and home accessories, but in every 
occasion that is a matter of pride and cel- 
ebration, from festivals to weddings and 
trophies for various national and interna- 
tional sporting events. 

Beginning January 2004 with an exhibi- 


tion, Episode responded to the request of 


several of its patrons from Mumbai with 
its permanent outlet in that city. Since then, 
it has taken Mumbai by storm, offering an 
amazing range of designer silverware and 
gift items that Mumbai has not witnessed 
before, including the extensive Episode 
inventory of pristine and exquisite silver. 
Each product designed with eternal appeal, 
manufactured from nothing but the very 
best material by gifted craftsmen and de- 
signed by a team of contemporary stylists 
and finished with care. 
Marrying Indian traditional values with 
contemporary global relevance, Episode 
has on offer the finest quality of silverware, 
promising 92.5 per cent guaranteed food 
grade silver that meets stringent Califor- 
nia standards for food containers. As with 
each Episode piece, every one of the tro- 
phies is designed to be a 
stand-alone, cherished 
and handed down 
across generations. 


M - 


Episode available at: 


At Episode, you can turn your entire day 
into a silver lining. From vases which sit 
pretty in the living room to a complete din- 
ing table set, items for the boudoir and 
dresser, the workday table, the puja room, 
a child’s accessories, the car and the bar, 
you'd be pushed for choices. Photo frames, 
vases, paper weights and card holders, each 
in the unmatched elegance that range in 
style and design from classical to chic 

Internationally known Armani, Gunther 
Lambert from Germany, Joop, Peter Jones 


CPIS 





and Libertys’ from UK, “Bijenkorf” from 
Holland and the ‘touch me not’ Italian Sil- 
versmith Sabattini. Promising 92.5 per cent 
guaranteed food grade silver, Episode of- 
fers the ultimate in grace and charm, ex- 
cellence, selection and aesthetic beauty, 
which forges long-term relationships with 
the clientele and encourages Episode to do 
away with snob pricing so that it has some- 
thing for every event, every occasion and 
every budget while it offers nothing but the 
most exclusive. 


N —10. Greater Kailash. New Delhi. Ph — 011-26447773/4 
GBS. Abdul GF Khan Road. Worli (Next to Mela Resturant), Mumbai. Ph 





Placing the virtues of trust and sentiment 


above all else, Episode understands that 
each client who picks up à piece appreci 
ates the saying that accomplishment ts the 
full blown rose of effort, someone who 
settles for none but the best 

The inventory, designs and techniques con 
tinue to evolve at Episode to offer nothing 
but the latest. After all, Deepak Whorra, 
scion of generations of the Whorra name, 
believes “You must continue to learn even 
after the world thinks you 

know it all." 
Episode's fun- 
damental claim 























to successful 
evolution remains 
within the folds of its 
philosophy, “Fame ts 
something that must 
be won. Honour is 
something that must 
not be lost.” 


022-30952787, 24935050 


vogue 


ADEG Faris gives a gentle 
smile, a gentler handshake, 
and settles down to talk. This 
is his fifth trip to India, the sec- 
ond this year, and he will be 
back again at the end of the 
year. Of late his trips have increased in 
frequency. He meets political leaders, 
bureaucrats, businessmen, university 
professors. He talks to them about his 
company, the problems he is on the 
verge of solving. The problems he could 
solve if only he were given half a chance. 
“Most companies do the wrong 
thing,” he says as he sits down. “They 





brid cars that could dramatically reduce 
pollution. He has an amphibian car that 
could smoothly move from land to wa- 
ter and then back to land. “People can 
use this car in Bombay to travel through 
water and avoid traffic jams,” says Faris. 
He is obsessed with Edison. “What is 
the most valuable company in the wor- 
Id?" he asks. "It is General Electric,” he 
adds for emphasis. GE was created by 
Edison's inventions. With his inven- 
tions, Faris feels he is on the 
way to create the 


try to imitate what others have 1 
done. They should be trying ^ eee *^ and 
to solve problems that no ass eec 2 
M NES CUENTE ‘a uy? ca e e\ey 

one has solved.” Faris speaks gre P Qe «c ge AC «of 
softly. He is of middle age and ora e ence «9 g 9e 
medium build. He has no 2 poct uter se 
memorable features or man- cort" e 
nerisms. He smiles constantly. pee", og3 

Faris says he is an engineer, à vM 3 Rev 
scientist, an inventor and an en- coun? * 
trepreneur. He had left Libya to «oot 
study engineering in the US and e ao! 
worked at IBM's famous Watson Re- e? "or 
search Center. He says he wants to be, o van e 9? 
hold your breath, Thomas Alva Edi- «eae 
son's successor! He set up his company, t QoS 
Reveo, in the US to solve the 'problems ea? 
of humanity’. He then went to Malaysia e C" 
because he felt it was humanity. And 6 


since India too is humanity, he is here as 
well. In Malaysia, he set up a subsidiary, 
InventQjaya, purely to solve problems 
that face the country. He is setting up à 
company in Bangalore to solve Indias 
problems as well. He is working on non- 
polluting forms of energy, potable 
water, cheap transportation, 3D imag- 
ing... Phew! 

Faris has invented a type of non-pol- 
luting fuel cell that is as easy to make 
and use as any battery. He does not give 
any details though, and no company 
has picked it up yet. He has water desali- 
nation technologies that could provide 
water to millions of people. He has hy- 


most valuable company of this century! 
The office of Reveo InventQbation 
Labs in Bangalore is a hi-tech show- 
room. There is an electric scooter right 
in the front, and a small helicopter be- 
hind it on a sill. Someone in the com- 
pany would connect the helicopter to à 
fuel cell and turn its blades if you wish. 
There is a large television on one side 
which keeps screening shows about the 
products of InventQjaya. It also shows 
an interview of Faris on CNN. There is 
plenty of writing that explains the 
company, its technology and princi- 
ples. There is Sadeg Faris. 
We have often encountered in- 
ventors who make tall claims. Faris 
does, and frequently as well. Many 
of these inventors are people with 
no track record. Let's scrutinise 


Faris on the 
Reveo electric 
scooter 


The Libyan-born inventor 
says he has breakthrough 
technologies for India. But 
what do we know about 
him? By P Hari 





WHO’ 





. TECHNOLOGY 


SADEG 


FARIS? 


Fariss background a bit to see what he 
has done. 

He does have an impressive degree. 
He is a PhD in electrical engineering 
from the University of California at 


Berkeley, after which he worked at the 
Watson Research Centre. Faris left IBM | 


in 1983 and founded Hypres. In 1991, he 
founded Reveo. 

Reveo has so far raised $300 million 
in funding; we do not know the sources. 
Its revenues are also not known — Faris 
does not disclose them — but it has sev- 
eral exhibits at the moment. It says it has 
invented low-cost stereoscopic films, 
stereoscopic inks and printers, fast DNA 
sequencing machines, and so on. It says 
it holds more than 100 patents. It has 


spun off four companies. Reveo also has . 


a methodology that Faris calls InventQ- 
bation. He calls its strategy the Edison 
Technology Portfolio (ETP) strategy. 

This strategy has a few simple tenets. 
Solve significant problems of humanity 
by using technology. Minimise technol- 
ogy risks through internal seed funding 
using 'inventure' capitalism. 'InventQ- 
bate' companies with proven technolo- 
gies. And finally, look at technologies 
with multi-billion dollar potential. 

Faris loves the words 'Edison' and 
'invent, and uses them often. When 
translated into simple English, the ETP 
tenets mean this: earn a living by gener- 





have tried to tackle without much suc- 
cess: producing energy without pollut- 
ing the earth. He does not like the idea of 
a hydrogen economy. "Hydrogen is in- 
flammable and has other problems too. 
Soitisthewrongtechnology to develop." 
He carries in his suitcase an example of 
the right one — metal fuel cells. His ex- 
hibit is a small box with several tiny mo- 
tors which start rotating when con- 
nected to an aluminum foil. Aluminum 
produces energy through a chemical re- 
action with oxygen in the air. The metal 
is easy to produce, store and recycle. It is 
non-polluting. Faris claims his method 
is economical as well. But his contrap- 
tion resembles a toy at the moment. 


. Does it have the power to run the world? 





ating advanced technology that people - 


need. It's great stuff. If it succeeds! 
He is trying to solve a problem that 
thousands of scientists across the world 





Fame has been slow to come for 
Faris. He seems to be reasonably well 
known in Malaysia, where he went ap- 
parently after an invitation from no less 
than Mahathir Mohamad; InventQ- 
jayas electric car MeVictory had cov- 
ered 526 kilometres on a single charge. 

He has had some publicity in India 
as well; he had been talking to the Mai- 
nis before they launched the car Reva. 
But few reputable scientists seem to 
have known anything about him. 

Faris says his team has generated 
several hundred patents. But, they don't 
have a commercially successful product 
in the market yet. Companies with tall 
claims usually come and go quickly. 
What are Reveos revenues and siblings? 
Are they ona perpetual funding mode? It 
would be fun to watch their progress. Ni 
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Clayton Locke 
Vice-president & MD, 
Sapient (India) 


Iam reading a business book called 
BUILT ON TRUST: Gaining Competi- 
tive Advantage In Any Company by 
Arky Ciancutti and Thomas L. Sted- 
ing. It is an excellent book on how to 
build trust in a company. The most 
important message is that you make 
commitments to people and keep 
those commitments. A company 
built on trust is more competitive. 

I am also reading FLAVOURS OF 
DELHI: A FOOD LOVER'S GUIDE by 
Charmaine O'Brien that brings alive 
the history of the city and how the 
food has changed from Mughal times 
to the present. Since I love reading on 
history, it is a satisfying book. Li 


ALERT 
h-CRM 
Kallol Das (Viva Books) 


TRIED customer relat- 
lonship management 
(CRM) and failed? Don't 
worry. Seventy-five per 
cent of CRM projects 
fail anyway. Which is 
why you need h-CRM — 
Human Response Management 
(HRM) + CRM. Human beings are 
the only resource that can 
respond, says Kallol Das in this 
fascinating book. The concept 
was born out of a need to go 
beyond CRM's technology 
solutions. 

It is about making customers 
and employees happy, says 
Raman Roy, CMD, Wipro 
Spectramind, who has written 
the foreword. w 











DILIP RAOTE 





RUN SHOURIE is a compul- 
sive manufacturer of words. 
Periodically, he produces in 
book form the equivalent of 
several government files. 
Shourie is the kind of intellec- 
tual who'd need 400 pages of polysyl- 
labic words to convey “I love you”. 

In this book, he tackles in 255 pages a 
far less complex topic: the incompe- 
tence of governance in India. And he 
presents it as a revelation, though bad 
governance is an ancient subject. 
Search for the quotes of ancient Greek, 
Roman, Chinese or Indian wise men, 
and you'll get plenty. In recent times, 
management gurus have produced 
gems like the Peter Principle 
(Everyone rises to his level 
of incompetence), Mur- 
phy’s Law (If anything can 
go wrong, it will), Parkin- 
son's Law (Work expands 
to fill the time available for 
its completion) and the 
modified Gresham's Law 
(The bad drives out the 
good, in money as well as 
in management). 


i 


WI \ 


SELECTION 


Seeking the 
dream city 


T was not until the founding of the so- 

called Chicago School during the first 
half of the 20th century that urban soci- 
ology came into its own. The doyens of 
the school — among them Albion Small, 
W.l. Thomas, Robert Park and George 
Herbert Mead — were among the first to 
recognise human behaviour as a prod- 
uct of social environment, and not just 
of inherited genes. 

Since then, urban sociology has 

evolved remarkably and has spawned 
several other schools of thought. But 


the basic thought of the old school, that | 


is, studying cities as spaces that shape 


— — - - -— -- — ew — 
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Flavour of 


But theres not one sentence in 
Shouries book that will find place in a 
collection of quotes. The book is devoid 
of humour or wit — an astonishing 
achievement. Even a pavement vendor 
makes wisecracks about governance. 
Its because governance is miserable 
that the people seek solace in making 
fun of politicians and bureaucrats. Hu- 
mouris the opium of the Indian masses. 

Shourie, like Torquemada of the 
Spanish Inquisition or fundamentalist 
missionaries of later ideologies, is a lin- 
ear thinker. He pursues a cause with 
blinkered righteousness. He converts 
everything into black or white; there are 
no grey areas for him. He is right, and 
anyone who disagrees with him is a 
threat to society, economic prosperity, 

or whatever. 


Í GOVERNANCE 


And the sclerosis that 
J has set in 
Z 

wa by Arun Shourie 
ISA/Rupa & CO 


SO ONG 


| our present and future, carries on in this 
collection of post-modern essays. 
You wouldn't get a clear definition of 
the subject — the emancipatory city — till 
the fourth chapter. In 'Impurity and the 
emancipatory city', Les Black and 
Michael Keith of the Goldsmiths College 
of London pronounce: “The city is nor- 
mally considered emancipatory because 
of the potential of its physical, political 
and social complexity to accommodate 


THE EMANCIPA- 
TORY CITY? 
Paradoxes and 
Possibilities 


Sage Publications 


Edited by 
Loretta Lees 
Pages: 243; 
price: £ 21.99 
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The book gives in detail — relentless 
detail — how the Indian system works, 
how decisions are made or postponed 
indefinitely, how files move up-down 
and sideways, how commissions func- 
tion, divestment of public-sector units, 
mass migration of Bangladeshis into In- 
dia, and more. Anyone who has the pa- 
tience to read the entire book will suffer 
from sclerosis. 

Its basically a blame-game. Shourie 
blames the system and its bureaucratic 
operators. But his tirade produces a 
counter-effect on the reader, who feels 
sympathy for the poor yes-siring fellows 
who are caught in a ghastly survival 


game. The reader understands why | 


bureaucrats appear pompous and arro- 


gant outside their servile official | 


environment; it is a compensatory ego- 
massage. 

The most startling thing about this 
bookis that Shourie ignores corruption, 





difference, facilitate inter-cultural dia- 
logue, and promote citizenship." It's a 
utopia that is measured against the 
works of generations of philosophers 
like Karl Marx, Georg Simmel, Michel 
Foucault and Henri LeFebvre. 

The book grapples with the theories 
and goes on to juxtapose several urban 
realities — from zero-tolerance policing 
and the use of public spaces to sites for 
carnivals — against them. Standing apart 
in its choice of subject is an essay by 
Geraldine Pratt and Rose Marie San 
Juan, who search for utopian visions in 
The Truman Show and The Matrix. 

If you're interested in urban affairs, 
you'd find this book engaging. But if 
you're looking for an easy read, you 
would be disappointed by this academi- 
cally-minded volume. w 


AMITAVA SANYAL 


^ 
t 


| 


| 








which is the cause 
of incompetent 
governance. There 
is no mention of 
corruption in the 
book, nor does he 
point a finger at 
politicians. In- 
competence is a trickle-down effect; it 
flows from top to bottom. At the top of 
the Indian pyramid of governance sit 
politicians. They have combined to give 
India top international ranking in cor- 
ruption. Is it possible to write a book, or 
high-school essay, on India's gover- 
nance without mentioning politicians 
and corruption? 

Shourie does quote one politician, 
without naming him. The politician ad- 
vised Shourie when the latter was a min- 
ister in the BJP-led government: "That 
minister alone is successful who never 
says 'No, and never does anything. Why 
not just say, ‘That seems a good idea, I 
will have it examined’, and then send the 
damned thing on a journey? Bhaiya, 
duniya aashaa par zinda rahti hai (The 
world lives on hope)." Having got this 
amazing quote, Shourie returns to 
blaming the system. 

The politicians quote explains 





By Crichton, MICHAEL 
IH TU 


eco-terror! 


HIS is the story of a young 

lawyer who discovers 
shady goings-on in an 
environmental charity run by 
his philanthropist employer. 
The charity, discovers our 
hero, is a front for — oh, my God! — eco- | 
terrorism. State of Fear (HarperCollins) 
is standard Michael Crichton: a 
concoction of suspense, technology, 
exotic locales and research. Once the 
hero discovers the dangerous secret, his | 
life is in jeopardy and he is on the run, — 
taking the reader on a roller-coaster ride | 
from the streets of Paris to the glaciers 
of Antarctica and the deceptively 
beautiful Solomon Islands. 
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BOOKMARK 


a government file 


ARUN SHOURIE is a former consultant to the 
World Bank who is active in politics. He has 
held several ministerial portfolios in the BJP 
government of A.B. Vajpayee. He was 
previously editor of The Indian Express, and 
his writings have won him several awards 


including the Magasaysay 


everything. There should be an appear- 
ance of feverish activity, but nothing 
should be done. That working principle 
has produced highly effective incompe- 
tence. To the vast majority of people 
who cant afford to pay for every move- 
ment ofa file, the system is unforgivably 
incompetent. To the minority who can 
pay a lot, India is a very efficient system 
where files move fast and decisions are 
taken quickly. Depending on the nature 
of the order coming from the political 
top, bureaucrats can be highly efficient 
or inefficient. The politicians determine 
the speed of decision-making. And, like 
incompetence, corruption too is à 
trickle-down effect. 

Shourie is now a politician, and this 
perhaps explains why he has kept politi- 
cians out of this moralising sermon. But 
he is also an economist and surely 
knows about economic exploitation, 
which led to bloody revolts in history. 
And as a World Bank consultant, he 
must have seen abroad good and bad 
governance, corruption, the insensitiv- 
ity of contented ruling classes and the 
anger of their victims, and bureaucratic 
processes. Despite this experience, 
Shourie has produced a book which has 
the flavour of a government file. w 


And what are the eco- 


terrorists up to? Hold your 
breath, it is weather control. 

The action is laced with 
heavy doses of gen on global 
warming, an issue on which 
Crichton clearly has 'views'. 

He believes that the threat of 
global warming is just hype, 

the creation of powerful | 
media and entrenched 

vested interests. To prove his point, the | 
author of Jurassic Park provides | 
generous footnotes and an exhaustive 
appendix. 

But don't worry. There's plenty of 
action in The Andromeda Strain as 
Crichton makes plausible such an 
outlandish plot and has his hero racing 
against time to stop the world weather 
from being manipulated by some 
maniacs. 


C 
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HE BW-NID Design Excellence 
Awards 2004 were given away in 
the shadows of a landmark in 
Indian design — the Qutab Minar. 
The ceremony, in its second edition 
this year, was held on 8 December at 
the sprawling grounds of Mayfair 
Rooms & Outdoors, next to the 
monument. While that provided the 
circumstance, the pomp came from 
the presence of dignitaries, partici- 
pants and partners. The awards 
were presented by Tata Elxsi. Titan 
Industries and Teacher's Achieve- 
ment Awards were associate spon- 
sors. Tata Motors sponsored the 
award for transportation design. 
Star News and Exchange4Media 
were the media partners. You dont 
have to take our word for it — let 
your eyes feast on these vignettes 
from the glittering night. 








TOP 

A. Lahiri of ABP (L) makes a point to 
Union minister Kamal Nath. Darlie O. 
Koshy of NID (standing, R) looks on 


LEFT 

Gina S. Krishnan of Businessworld (R) 
discusses an exhibit with awardee 
Pallavi Dudeja Foley and her family 


RIGHT 

Members of the audience flock to see 
exhibits on the dais at the end of the 
awards ceremony 
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ACCESSORY — 
MICHAEL FOLEY E 
sesion of Titan Industries 
x being commended 
y M by KAMAL NATH, 
Union minister of — ——— 
commerce & industry SSU 
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INSTITUT 


BEST 
JEWELLERY 
PALLAVI DUDEJA 
FOLEY of Tanisha chats 
with a member of 
the audience after 
having received 
the trophy 


BEST ANIMATION 

MANISHA walks down the aisle after having 
received the trophy on behalf of Tata 
Interactive Systems 









ACCESSORY 
A. KAPUR of Knshna 
Maruti receives the 
trophy from 
MADHUKAR DEV 
of Tata Elxsi BUSINESSWORLD 27 DECE 





BEST GALLERY 
DIGITAL MEDIA -m 
SUDHIR SHARMA | 
of Elephant Design with 
PRADYUMNA VYAS of 
NID. To the right is 
compere PRASAD 
BIDAPPA 
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BEST DIGITAL MEDIA 
TATA INTERACTIVE 
SYSTEMS TEAM 


winners in the category 


BEST CONS. ELECTRONICS with their trophy 
RAJEEV AGARWAL of Innovit 

Embedded Solutions with 

ANEEZA MIRZA, mayor of 

Ahmedabad 





— pd BEST CRAFT 
A 
ay / | ABHIJIT BANSOD of 
35 d P Bansod Designs with 
— SANJEEV WHORRA 
da of Episode 






VIBHA KHANDELWAL 
of Killick Nixon is given 
the trophy by compere 
NOYONIKA CHAT- 
TERJEE BUSINESSWORLD 
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BEST 
GRAPHIC 
ANTHONY LOPEZ 
of Lopez Design with 
HASMUKH SHAH of 
the National Institute 
of Design 










BEST INDUSTRIAL DESIGN 
NACHIKET THAKUR of Forbes Marshall 
with MADHUKAR DEV of Tata Elxsi 


BEST 
MEDICAL 
DEVICE 

SATISH GOKHALE 
of L&T being felicitated 

by ANIRUDDHA 
LAHIRI of ABP 





BEST OFFICE EQUIPMENT 
SENJAM RAJSHEKHAR 
receives the trophy on behalf of 
Samsung from MADHUKAR 
DEV of Tata Elxsi 


ry DEG EMBER INM 







BEST LIGHTING 
ALOK GHOSIKAR (R) of 


BEST CONCEPT Wipro Lighting and NEIL 
SANDIP PAUL is given FOLEY, joint winners in the 
the trophy by category, with their trophies 


B.G. DWARAKANATH 
of Titan Industries 








"Ad a 
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BEST FURNITURE FOR PUBLIC SPACES 
SANDEEP MUKHERJEE of Quetzel with 
design guru ROBERTO FRAQUELLI 








BEST 
TRANSPORTATION 
S. KANNAN 


BEST RETAIL PACKAGING 
JAYAL SHROFF of DMA 






of TVS receives the Branding being presented 
trophy from SANJAY the trophy by ANIRUDDHA | 
SINGH of Tata 





LAHIRI of ABP 


Services 
BUSINESSWORLI 









ICICI Bank 


Business Bankin 


Makes Business Sense 








TV18 
Profit From It. 


You are bigger than you think. 


Tne ceil 





Associate Sponsors Powered by 


TATA ey 
J. indicom 
pores CRISI 
businets without limits Crediibiity Independence Anwytcal Rrapour 








Play the game 


DIRECTORY oF 
PLACEMENT 


CONSULTANTS 





Businessworld Directory of Placement Consultants 


FOREWORD 


"To find out what one is fitted to do, and to secure an opportunity to do it, is the key to happiness". -John Dewey 


Earlier, one looked up a career consultant when one needed a new job. Changing realities have forced us to look at them in 
a different light. Today, they not only polish your resume and inform you of opportunities to explore - they offer more 
holistic advice. They help you wring more out of your present job, benchmark your salary against industry standards, and 
even advise you on reskilling to find a better fit. Their counsel is more important today than ever before. 


At Businessworld, we try to keep you informed how morphing businesses may impact and change your life. This new and 
updated edition of the Directory is a testimony of that pledge. 


CONTENTS 
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MUMBAI 88 
PUNE 91 
DISCLAIMER 


We have tried our best to make the Directory comprehensive, with all the relevant information. Utmost care has 
been taken while compiling and validating this data. However, it is possible that some of the information has 
changed. So any omission or inaccuracy is purely inadvertent. Businessworld or ABP Pvt. Ltd. does not assume 
responsibility for the errors or their consequences, if any, Candidates are requested to verify the antecedents of 
consultants before entering into any financial transaction with them. 
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AHMEDABAD 


ABC Consultants Pvt Ltd, Dishman Business Centre, 3% Floor, Samudra Annexe, Near Hotel Klassic Gold, Off C G Road. Navrangpura, Ahmedabad 
380009, 4079 26568935/68, Fax : 079 2656 9456, Placements for all levels, India & abroad, Resume by fax/courier/email, Website: www.abcconsultants.net, 
www.karmaquest.com 


Career Avenues (I) Pvt. Ltd., 103, Nalanda Enclave, Opp. Sudama Resort, Ellisbridge, Ahmedabad - 380006, #26584889/4991/6979, email : 
careeravg @rediffmail.com, website: www.careeravenues.net, Placement for all levels, India, Personal interview/resume by email, Contact: Bharat Prajapati, 
Industry: multiple. 


Connections Placement Consultancy, 303, 3rd Floor Shailly House, Harihar Park, Near Navrangpura Under Bridge, Navrangpura, Ahmedabad - 380009, 
# 26421427 / 9824045486, email: connections 2 icenet.net. 


Excell Manpower Resources Pvt Ltd., A-4/11 Goyal Intercity, Opp. Doordarshan, Drive in Road, Ist Floor, Drive in Road, Ahmedabad 380084, # 
7487369, email : excelladl @sancharnet.in, Placement for Senior/Middle levels, India/abroad, Industry : Multiple. 


HAVOC Job Consultants, #6" Floor, Abhijeet-2, Above Standard Chartered Bank, Mithakhali Six Road, Ahmedabad-380006, 4079-26470025/6, Fax: 
079 26470025/6, email: havocahmedabad € hotmail.com, Website: www.havocconsultants.com. . 


Innovative Consultants, A-20 Shri Krishna Centre, Nr. Mithakali Six Roads, Navrangpura, Ahmedabad 380009, # 26465621 


Mafoi Management Consultants Pvt. Ltd., 310, Sakar V, Behind Nataraj Cinema Hall, Off Ashram Road, Ahmedabad — 380014, 4079-6576459. Fax : 
079-6577627, email : mafoibaroda ? mafoi.com, website : www.mafoi.com, Placement for Senior levels only. 


Omam Consultants Pvt. Ltd., 106, Kaivanna Building, Opp. Saffron, Near Panchwati Circle, Ambawadi, Ahmedabad 380006, 4 26566375-78, Telefax: 
26566378, email : omamahd ad] .vsnl.net.in, Placement for all levels, India/abroad, Resume by fax/post/courier/email, 


Perfect Placement Bureau, 425, Indraprasth Complex, 2nd Floor, Above Vijaya Bank, Near Railway Station (East) Ankeshwar, Gujarat - 393002, 
#2222843, 9825225299, email : placement narmada.net.in 


S.T. Shah & Co. Management Consultants, 301, Lalita Complex, Between Mithakhali Six Roads and Jain Temple, Navrangpura, Ahmedabad 380009, 
# 26427631/96, 26441359, 26405892, Fax: 26560136, email: upcl@unitedyan.com, Website: www.unitedyan.com. 


www.staffavailable.com, #105, Kamal, Opp. State Bank of Saurastra, C.G. Road, Ahmedabad-380009, 426421647, Fax: 26562083, email: 
jaini net yahoo.com, website: www.staffavailable.com, Placement for all levels, India/abroad, Resume by post/email, Contact: Paresh Gordhandas, 
Industry: multiple. 


Task Placemark Consultants Pvt. Ltd., B-21 Corporate House, Judges Bungalow Road, Bokakdev Ahmedabad-380054, 426840685/86/87. email : 
ahmedabad @taskplacementmark.com, Website : www.taskplacementmark.com 


Top Rank Consultants, 27/A Maharashtra Society, Loins Hall Road, Mithakhali, Ellisbridge, Ahmedabad-380009, Placement for Middle / Senior levels. 
United Consultants, 110, Sampann Complex, Behind Navrangpura Bus Stand, Navrangpura, Ahmedabad 380009, # 079 — 26405892 - 95, Fax: 079- 
6560136, email : upcltech Gegujarat.net, website: www.unitedyan.com, 


Setu Staffing Solutions, 28, Jaishefali Row Houses Statellite Cross Roads, Ahmedabad - 380015, 426730389/9426015771, email : setustaffing @ yahoo.co.in 





BANGALORE 


SBRO India (HRD Division), RosAnto Place, #823, 2™ Cross, K.N. Extension, Triveni Road. Bangalore — 560022 , 498455-36686/98803 10414, email: 
veerendra@ Sbroindia.com, website: www.Sbroindia.com, Placement for all levels, India/abroad, Resume by email, Contact: G. Veerendra/C.A. Inasu, 
Industry: Multiple/Software Development. 


A B C Consultants Pvt. Ltd., #1, The Presidency, St. Marks Road, Bangalore — 560001, 408022122481/2/3/4/5, Fax : 080 22122486. 
email :  bangaloreG abcconsultants.net, Placements for all levels, India & abroad, Resume by fax/courier/email, 
Website: www.abcconsultants.net, www.karmaquest.com. 


A.F.Ferguson & Co., 11, Ashley Park Road, Bangalore 560 001, #080-25583871 / 25581750 / 2558 1873, Fax : 080 - 2558 1745. 
email: affmc@vsnl.com. Resume by email, Industry : IT. 


A.G. Enterprises, 57-60, Opp SBI Mosque Road, Fraser Town, Bangalore - 560005, # 25487540, Fax: 5484280, 
email : bangalore @ag-enterprises.com , Industry : multiple. 


Alp Management Consultancy, No. 3, “People Hut",12" Main,Palace Road, Vasantnagar, Bangalore - 560 052, #080 — 51117800, 
email : info@alpconsultants.com, website : www.alpconsultants.com 


Canara HRD Consultants, #330, Ist Floor, Sampige Main Road, Opp. Food World, Malleswaram, Bangalore - 560003, 4080 — 23444061, Fax: 23560077 
email: canarahrdG vsnl.net, website: www.canarahrd.com , Placement for all levels, India/abroad, Resume by email, Contact: Premanand K., Industry: 1) 
multiple 2) IT/Non IT Industries 


Career Reach, Roshini, No. 7/429A, 13* Cross, K.R.R. Layout, Murugeshpalya, Bangalore-560017, 4080-56692757, Fax:080 25225712, email:cv@career- 
reach.com, website: — www.career-reach.com, Placement for all levels, India/abroad, Resume by email, 
Contact: MGN Unnithan, Industry: multiple, 


Corecompt Consultants, 338, 9th Main, 14th Cross, Indiranagar 2nd Stage, Bangalore — 560 038, India, Telefax : 080 5219826/5291862. email 
info@corecompt.com, website: www.corecompt.com, Placement for all levels, India/abroad, Personal interview/resume by email, Mr. Bimal Chandran, 
Industry : multiple. 
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Corporate Buddha Consulting Pvt. Ltd., No. 53, Second Floor, Behind Medinova Diagnostics Centre, Infantry Road, Bangalore - 560 001, 
#080 51132532/36/37, email: praveen@corporatebuddha.com / careers corporatebuddha.com /itjobs @corporatebuddha.com, 
website:www.corporatebuddha.com, Placement for Senior/Middle/Junior levels, India, Personal Interview/Resume by email/post, Contact: 
Arvind/Praveen/Naveen, Industry: Multiple. 


Datamatics Staffing Services, No 8, Wood Street Off Brigade Road, Bangalore 560025, # 5543194/6373, Fax: 5543610, 
email : dssblr vsnl.com 


Emmay, S-413, South Block, Manipal Center, # 47, Dickenson Road, Bangalore — 560042, #080 51133895/6, www.emmayhr.com 


Ernst & Young Pvt. Ltd., Divyashree Chambers, ‘A’ Wing IInd Floor, Langford Road, Bangalore 560027, 4 2215644/2215245/46, website: 
www.eyindia.com, Placement for Senior level, India & Abroad, Personal Interview, Resume by post/courier/ email. 


ESQUBE Manpower Consultants, #8, Ist Floor, Ist Main, Ist Block, R.T. Nagar, Bangalore — 560032, #23631775/23631823 Fax: 23535541, email: 
emcbir@vsnl.com, website: esqubemanpower.com, Placement for all levels, India, Personal interview/Resume by post/email, Contact: Sujatha.S. 


Executive Resource Management Group, #180, 5^ Main, 4^ Block West Jayanagar, Bangalore — 560 011, 4080-26637581/82/26349351-53, Fax: 080 
- 26637580, email: ermg(? vsnl.com, Placement for all levels, India/abroad, Personal interview/resume by post/email, Contact: Dr. M.J. Sridhar. 


Fairlinks Placements, 4401, 4^ Floor, Kedia Arcade, (Nr. Safina Plaza), 92, Infantry Road, Bangalore - 560001, #080-51239239, 
email: blrGfairlinksindia.com, fairlinksblr@eth.net, website:  www.fairlinksindia.com, Placement for all levels, India, 
Personal interview/Resume by post/email, Contact: Sandeep/Anil, Industry: multiple. 


Fischer Consulting, Bangalore, #57630624/57630633, Fax: 26492289, email : resumes @fischerconsulting.com, resume by email, website: www. fischerconsulting.com 


G C. Associates, 460/20/1, 30th Cross, $th Block, Jayanagar, Banglore, 560011, #26631186/ 26630398, Fax : 26553249, 
email: r.k.chandrashekhar@vsnl.com, Placement for all levels, India/abroad, Resume by email, Contact : R.K. Chandrashekar, Industry : multiple. 


G gheewala Management Consultancy, 40/1, Bellary Road, Ganga Nagar, Banglore - 560032, #3335351, Fax : 3432780, 
email: ggweb786@hotmail.com, website : www.gheewala.com. 


Head Hunters, # 201, Brigade Corner, 110/73, Kanakapura road, Jayanagar 7th Block, Bangalore — 560082, 4080 26765773 (10 Lines), Fax:080 2676 
3201, email: sales prizedjobs.com, website : www.prizedjobs.com. 


Hewitt Associates India Pvt. Ltd., 21/30, Prestige Craig House, M G Road, Bangalore 560001, # 5114-5000 Website: www.hewitt.com 


Human Capital Consulting (P) Ltd, 1788/B, 9th Cross, Sth Main, Vijaynagar, 2nd Stage, Banglore - 560040, # 3386934, 9844083105, 
bsmurthyG vsnl.com, website : Humancapital.co.in, Placement for Senior/Middle levels, India/abroad, Contact : B.S. Murthy, 
Industry : multiple. 


Inspire Consultancy Services, 22/1, Ist Main Road, Mattikere, Bangalore - 560054, #080-23478545, email: kidumawat@vsnl.net, 
Placement for all levels, India/abroad, Resume by email, Contact: Kamlesh Dumawat, Industry: multiple. 


Integrated Services, 598, 4th Cross,12th, Main Hal, 2nd Stage, Banglore, 560008, email: jsreeint & vsnl.com, Placement for all levels, India/abroad, 
Resume by email, Industry : IT/Software. 


J.K. Consultants, 667, 7" Cross, 8" Main, HAL, II Stage, Indiranagar, Bangalore 560008, 4 080- 25265933/25272008, 
email : jkconsultantsG vsnl.com; website: www.jkconsultants.com, Placement for all levels, India/abroad, Resume by email, 
Contact : Jaya Kumar, Industry : IT/Non IT 


Jobtrack Management Services Ltd, No. 105, Ist Floor, Raheja Plaza, Next To Football Stadium, No. 17, Commissariat Road, 
D' souza Circle, Banglore - 560025, 425582369/25582370, jobtrack @bgl.vsnl.net.in 


Krisvin Personnel, 3136, Vybhava Complex, 2nd Floor, 13th Cross, 7th Main, HAL, 2nd Stage, Bangalore 560008, # 5264290/5286260, email : 
cybmagic G vsnl.com / krisvinG vsnl.com, website : www.krisvinpersonnel.com, Placement for all levels, India/abroad, Industry : multiple. 


Ma foi Management Consultants Pvt. Ltd., Number 10, Service Road, Domlur Layout (Next to Shanthi Sagar), Bangalore 560071, # 080 — 51150600, 
Fax : 080 - 51256539, email : mafoiban 9 mafoi.com, website : www.ma-foi.com, Placement for senior levels. Industry : multiple. 


Manpower Services India, Workforce Solutions, No. 52, First Floor, Springdale, Off Residency Road, Bangalore, 4080-25095544, Fax: 080-25095551, 
email: resume? manpower.co.in, website: www.manpower.co.in, Placement for Middle/Junior levels, India, Resume by post/email, Contact: Rohit Mathur 
(GM), Industry: multiple. 


Manpower Services India, ITeS Divn., No. 2021, Second Floor, Salarpuria Palladium, 100 Feet Rd., Indira Nagar, Bangalore - 560008, #080 - 51261616, 
Fax: 080 - 51261919, email: itesblr& manpower.co.in, website: www.manpower.co.in, Placement for Middle/Junior levels, India, Resume by post/email, 
Contact: K. Subramanian (GM) , Industry: 1. ITES 2. BPO. 


Mind-Proactive Management Consulting Pvt. Ltd., #119, Ist ‘A’ Cross, III Main Domlur II Stage, Bangalore - 560071, email: info? mindproactive.com, 
website: www.mindproactive.com, Placement for Senior/Middle levels, India/abroad, Resume by email , Industry: Multiple. 


Omam Consultants Pvt. Ltd, 1335, Double Road, Indira Nagar, Banglore - 560038, 4 5284962, 5295591, email: bangalore@omamconsultants.com, 
website : www.omamconsultants.com, Placement for all levels, India/abroad, Resume by email, Industry : multiple. 


Oxford Consultants Pvt Ltd, 104, 1 ‘A’ Cross, 4th Main, T. Nagar Domlur, II Stage, Bangalore 560071, # 25210112, 
email : info oxfordcpl.com, Website: www.oxfordcpl.com 


People One Consulting, Regent Court, 2nd Floor, Plot No 17, S. T Bed, 80 Ft. Road, Koramangala, Bangalore - 560 034, 4080 - 2550 6020/5110 1340, 
Fax : 080 — 25506016, email : lakshmis@people-one.com, website: www.people-one.com. 
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People plus, 799, Mamatha Complex, 15th Main, 7th Cross, 2nd Stage, BTM Layout, Banglore, 560076, #26782347/26782349, Fax - 080-2678 92 77, 
email: jobs@peopleplusindia.com, website : www.peopleplusindia.com. 


Porus Resouces, No. 410, 'B' Wing, 4th Floor, Mittal Towers, M G Road, Bangalore - 560001, # 25586804 / 25550651, email: ag @ porusresources.com 
/ porsuresources € porusresources.com, website : porusresources.com 


Reach Management Consultants, S-222, South Block, Manipal Center, Dickenson Road, Banglore - 560042, #25092078/25092086, email : 
reachbir@vsnl.com, website: www.reachmanagement.com, Placement for all levels, India/abroad, Resume by email, Industry : multiple.r@sbbandco.com. 


Resourcing Inc., 1196, 13^ Main, HAL II Stage, Bangalore - 560008, India, 425219994, 25219995, 51152471, email: resume @vsnl.com. 
resume @touchtelindia.net, resume @touchtelindia.net. 


Sampoorna Computer People, 617, 2* Main Road, Opp. Airtel Office/Near RTO Office, Indiranagar, Ist Stage, Bangalore — 560 038, # 25282200/ 
25286400, Fax : 080-25286200, Contact : Mr. John Quadros, email: bang@sampoorna.com, website : www.sampoorna.com 


S.P.E.E.D Consulting Pvt Ltd, 10002, Brigade Towers, Brigade Road, Banglore, 560025, # 22077147 / 8, email : shubha@speedconsult.com, 
www.speedconsult.com, 


Shar Technologies Pvt Ltd, 119, 8th Cross, Wilson Garden, Banglore, 560027, #22124378/ 2214396, email : sharinc@vsnl.com 


www.staffavailable.com, #105, Kamal, Opp. State Bank of Saurastra, C.G. Road, Ahmedabad-380009, 426421647, 
Fax: 26562083, email: jaini_net@yahoo.com, website: www.staffavailable.com, Placement for all levels, India/abroad. 
Resume by post/email, Contact: Paresh Gordhandas, Industry: multiple. 


Techpool Solutions (P) Ltd., 487/109, East End Main Road, Jayanagar, 9^ Block, Bangalore, India 560069, 4080 — 56966156 / 26634706, 
email: techpoolindia yahoo.com / tecpool vsnl.com. 


The Head Hunters India Pvt. Ltd, # 201, Brigade Corner, 110/73, Kanakapura road, 7th Block, Yediur Circle, Jayanagar, Bangalore — 560082, #080 
2676 5773 (10 Lines), Fax : 080 2676 3201, email: bi@headhuntersindia.com, website: www.headhuntersindia.com. 


TMI Network, 760, I Cross, Indiranagar I Stage, Bangalore - 560 038, 4080-5298488 / 5292701, Fax : 080-5298488, 
email: jay.blr@cnkonline.com, website: www.tmi-network.com, Contact : K. Jayashankar. 


United Consultants, 02 President Chambers, 8 Richmond Road, Bangalore 560025, 4 22291340, Fax: 22291341, 
email : upclblore@unitedyan.com 


Valley Peace, Providers of career-Internships in USA/UK/Australia/Canada/India Encounter global culture...for success in a cross-cultural business 
world ! #237, 37^ A Cross, 11" Main, 4* T Block Ramaiah Plaza, Jayanagar, Bangalore - 560 041, Phone : +91 — 80 — 51211424 Pax : «91-80- 
26342315 email: bang valleypeace.org, For more details please login to : www.valleypeace.org 


Vruksham Talent Group, 415 (33), Gurudarshan, Ist Floor, Mahanth's Layout, Bull Temple Road, Bangalore — 5600019, 4080-26623567/26602862, 
Fax: 080-26623567/26602862, email: vrukshamho@touchtelindia.net, website: www.vruksham.com, Placement for all levels, India/abroad. Personal 
Interview/Resume by email, Contact: Suresh M.V., Industry: 1. IT/Tel 2, Networking. 





CALCUTTA 


A B C Consultants Pvt. Ltd, 6A, Middleton Street, Kolkata 700071, # 2247873 1/22408675/8681, Fax: 22472436, email : kolkata@abcconsu!tants.net, 
Placements for all levels, India & abroad, Resume by fax/courier/email, Website: www.abcconsultants.net, www.karmaquest.com, 


A.F.Ferguson & Co., Apeejay House, ‘B’ Block, 2nd floor, 15, Park Street, Kolkata 700 016, 4033 -2229 6133 / 2226 1076, Fax : 033-2226 1097, email: 
affcal ? vsnl.com. 


*aachievers' Management Consultancies Pvt. Ltd., Chatterjee International Centre, 4^ Floor, Suit - A/13, 33A J.L. Nehru Road, Kolkata — 71, #033- 
22172986/8255, 30911219, Fax: 033- 22172986, email:aachievers@rediffmail.com / aachievers hr yahoo.com, Placement for all levels, India/abroad, 
Personal interview / Resume by post/email Contact: Samik Roy, Anjan Banerjee/Pooja Sinha/Nirmalya Chakraborty/Partha, Industry: Multiple. 


Alliance Consulting Group, 4, 9th Floor, Shantiniketan, 8 Camac Street, Kolkata 700017, # 22829913, Fax: 2820411, email : akpl & vsnl.com, website: 


Analytic Consultants, P-34, Block-H, New Alipore, Kolkata 700053, 4 24787550/1415/9917, Telefax: 24584370, email:analytic 8 cal3.vsnl.net.in, website: 
www.analyticonline.net. 


Autark Management Services Pvt. Ltd., BB-94, Sector- I, Salt Lake City, Kolkata-700064, 4033-23592751. (10am-5pm), email:hr@autarkgroup.com, 
website: www.autarkgroup.com, Placement for Senior/Middle levels, India/abroad, Resume by email/courier, Contact: Mr. Chaudhuri S., Director, In- 
dustry: IT/FMCG/Telecom/Engineering. Branches at New Delhi, Hyderabad, Jamshedpur, Pune and Berlin. 


Career Point, Flat No. E-16/9, Purbasha, Kankurgachi, Kolkata — 700054, # 033-23586293 / 033 32531606, Placement for Senior/Middle/Junior levels, 
India, Resume by Post/email/Courier, Contact: Subhasish Nandy / Subroto Bhattacharya, Industry: 1) Pharmaceuticals 2) FMCG. 


Click Consultancy, Bidhan Niwas, Flat No. -N6W4, 4, Bidhan Sishu Sarani, Kolkata -700054, 4033 23349121/23344994, Fax:033 23349121, 
email:clickjob vsnl.net, Placement for Senior Middle/Junior levels, India/Abroad, Personal interview/Resume by fax/post, Contact: Ms. Papia Mr. 
Arindam, Industry: Multiple. 

Digital Domain (India) Private Limited, SDF Building, Module #133, Ground Floor, Block — GP Sector - V, Salt Lake City, Kolkata-700 091, 4033 — 
23575131/5132 Fax: 033-23575130, email: response digitaldomain.co.in, website: www.digitaldomain.co.in, Placement for all levels, India/abroad, 
Resume by post/email, Contact: Mr. Anindya Sen, Industry: multiple. Branch: Hyderabad, Delhi, Bangalore. 
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Ernst & Young Pvt Ltd, 36, Ganesh Chandra Avenue, Kolkata 700013, # 22252747/48/49, website: www.eyindia.com. 


Genius Consultants Ltd, 'Shrachi Centre’,4th Floor, 74B.A.J.C. Bose Road, Kolkata - 700 016, #033 -22169107/08/09/10, Fax : 22169112, 
email:kolkata@geniusjobs.com, website: www.geniusconsultant.com, Placement for all levels, India/abroad, Indsutry : multiple. 


GMC (General Management Consultancy), Vasundhara, 2/7 Sarat Bose Road, Kolkata 700020, # 4761285/4749664/4768668, Fax: 4753966, email : 
gmc  gmcindia.com, website: www.gmcindia.com, Placement for Senior levels, India/abroad, Resume by post, Industry : multiple 


HR Equity, 20J, Ballygunge Terrace, Ground Floor, Golpark, Kolkata — 29, 424406233, Fax: 24610137, email: placements € vsnl.com, Placement for all 
levels, India, Personal interview/Resume by post/email, Contact: B.D. Surana, Industry: multiple. 


Ma Foi Management Consultants Ltd, 2/6 Sarat Bose Road, 5th Floor, Room No 505, Calcutta - 700020, # 033-24545081/82, Fax: 2454 5080, email 
mafoical @mafoi.com, website : www.mafoi.com, Placement for Senior levels, Industry : multiple. 


Material World, # 3C, Rafi Ahmed Kidwai Road, Kolkata - 700 013, 4033 22174094, email: mwind@vsnl.net, 
website: www.materialworldind.com, Placement for Senior/Middle/Junior levels, India/abroad, Personal Interview/Resume by email/post, Contact: 
Rajib Kumar, Industry: Multiple. 


Mploy Systems, 32D, Sarat Bose Road, Kolkata — 700020, 424742225, email : mploy G'rediffmail.com, moubasu2 @rediffmail.com, Industry IT. 
Oni Enterprises, R-2, Cluster-1, Purbachal, Salt Lake, Kolkata 700097, # 033-23352729/23358469, Fax: 033-23352729, email : oni vsnl.com, Website: 
www.onirecruitment.com, Placement for all levels, India/abroad, Personal interview/resume by email Industry : multiple. 


Pages Consultancy Pvt. Ltd, 226, Jodhpur Park, Kolkata - 700068, Telefax: 4725715, email : pages satyam.net.in, Website: www.pagesconsultancy.com, 
Placement for all levels, Resume by post/email, Industry : multiple. 

Pricewaterhousecoopers, Salt Lake PWAPL, Plot No Y 14, Block EP, Sector-V, Bidhan Nagar, Kolkata 700091, email : janet- 
g.chowdhury @in.pweglobal.com, website: www.indiainitiative.com 

S B Billimoria & Co, 4-A, Orient Row, Park Circus, Kolkata 700017, # 2479714 


Searchexcell, H-1/3, Labony Estate, Salt Lake, Kolkata-64. 


T.I. Diamond Chain Ltd, 8A/1B, Chandra Mondal Lane, P.I. Kalighat, Kolkata — 700026, 422472595, email : duttab@murugappa.co.in. 

Third Eye ICT, 59, Biplabi Anukul Chandra Street, 2nd Floor, Kolkata - 700072, 422368582/22216127, email : thirdeye profiles? yahoo.com 

Trust Klub, 1/425, Garihat Road South, Jodhpur Park, Kolkata — 700068, #24724794/24831571, Fax : 24724761, website : www.tminetwork.com 
TMI Network, 1/425, Gariahat Road South, Jodhpur Park, Kolkata - 700 068, #4724794 / 4831571. Fax : 4724761, 
website : www.tminetwork.com. 


ZedPoint, #188/10B, Prince Anwar Shah Road, Kolkata — 700 045, 424222859 / 24222698 / 24223751, email: mgt € zedpointrecruiters.com/ 
zed point vsnl.net, Placement for Senior/Middle/Junior levels, India, Personal interview/Resume by post/email, Contact: Soma Mukherjee, 
Industry: Multiple. 


CHENNAI 


ABC Consultants Pvt. Ltd. No. 5, Warren Road, Mylapore, Chennai 600 018, #044 24994411 (10 lines), 
Fax: 044-24993671, email : chennai@abcconsultants.net, Placements for all levels, India & abroad, Resume by fax/courier/email, 
Website: www.abcconsultants.net, www.karmaquest.com, 


A.F.Ferguson & Co., No. 5, Nandanam Extension, Ist Street, Nandanam, Chennai 600 035, #044 - 2434 5711 / 24345726 / 2433 8019, 
Fax : 044 - 2434 6079, email: aff vsnl.com. 


Alp Management Consultancy, 3“ Floor, Jamals Fazal Chamber, #26,Greams Road, Thousand Lights, Chennai - 600 006, 4044-521 72560 / 61 
Al Rehman Associates, 102, 3rd Street, Karpagam Avenue, Opp. to M.R.C. Nagar, Santhome High Road, Chennai - 600028, 4 24614786/24613741, 


Amra Associates, 420, First Floor, Mookambika Complex, 4, Lady Desikachari Road, (Entrance from C.P. Ramasamy Road), Mylapore, Chennai -600 
004, 4044-24986198/55853130/09884027181.,email: amrachennai € amraassociates.com, amrachennai @ rediffmail.com, website: www.amraassociates.com, 
Placement for all levels, India/abroad, Personal interview/Resume by post/email, Contact: A. Muralidharan, Industry: multiple. 


Apex Management Consultancy Group Pvt. Ltd., No 17, 10th Avenue, Harrington Road, Shenoy Nagar, Chennai 600030, #26402377/26610053, 
Telefax: 6402140, email : amconmds@vsnl.com, Placement for all levels, India/abroad, Personal interview/resume by post/email, Contact G.T. Shahani, 
Industry : multiple 

Blue Bird Technologies Pvt. Ltd., Guru Mansion, 2* Floor, No:135, T.T.K. Road, Alwarpet, Chennai — 18, #044- 52186880/52186512, 
Fax: 044 - 52054394, email: jobs bluebirdtechnologies.com, Website: www.bluebirdtechnologies.com, Placement for all levels, India/abroad, Resume 
by email , Contact: M. Anil Kumar, Industry: Information Technology only. 


Busisol Sourcing (India) Pvt. Ltd., No. 3 (Old No. 2A), Athreyapuram, Ist Street, Choolaimedu, Chennai — 600094, #044 24816655/56, email: 
busisol.chennaiG vsnl.net, website: www.buisol.net, placement for  Senior/Middle/Junior levels, — India/abroad, 
Resume by email, Contact:Mr. R.M. Narayanan, Industry: Multiple. 


Cares/Career Transition Management Consultants, "Ali Tower", 2 Floor, 55 Greams Road, Chennai - 600 006, #044-28294704/28290914, 
Fax: 044-28290914/915, email: jobsmail ? vsnl.com, website: www.jobsmail.net. 
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Chaque Jour Outsourcing SolutionsPvt. Ltd., Old No. 3/1, New no. 5/1, KTS Flats, East Road, West CIT Nagar, Chennai — 600035, $044-52010551/ 
52010552/52010372, Website : www.cjos.biz, Placement for all levels, India/abroad, Personal Interview/Resume by Fax/Post/email, Contact: R. 
Subramanian / N. Ganesan, Industry: multiple. 


Dakshin Enterprises, No. 10, Bazaar Road, First Floor, Saidapet, Chennai - 600 015, 4044 2432 3838/24322828, Fax : 044 24323839/22340040, 
email: dakshin2? vsnl.com, website: www.dakshinenterprises.com. 


Datamatics Staffing Services, 101/1 Kanakasri Nagar, Off Cathedral Road, Chennai 600086, # 044-28110958/70, Fax: 044-28110812, email : 
dsschencv € vsnl.in, website: www.datamatics.staffing.com. 


Dynamic HRD & Employment Consultants, R-23 A/A1, 2* Floor, (Above Waves Show Room) Thirumangalam - Mugappair Main Road, Anna Nagar 
West Extn., Chennai — 600 040, 4044-26283217 / 26268817 / 26212332, email: vfsnainar@eth.net, website: www.dynamichrd.com, Placement for all 
levels, India/abroad, Personal Interview/Resume by email, Contact: K. Nainar , Industry: multiple. 


Ernst & Young Pvt. Ltd., 9/1 Kodambakkam High Road, I & III Floor, Near Palam Grove Hotel, Nungambakkam, Chennai 600034, # 28214009/10/11, 
website: www.eyindia.com 


Genius Consultant Ltd, 49, North Usman Road, 2nd Floor T. Nagar, Chennai 600017, #044-28157186 /7887, 2815-6212, email : chennai 8 geniusjobs.com, 
website: www.geniusjobs.com, Placement for all levels, India/abroad, Indsutry : multiple. 


Head Hunters India Pvt. Ltd., 74, 2nd Fir., Dr. Rangachari Rd., Alwarpt, Chennai-18, #24970288/24971328, email : ceojobs @headhuntersindia.com, 
Website : www.headhuntersindia.com 


IQMaC Management Consultants, No. 52, Valluvar Salai, Opp. CMBT, (Bus Terminus), Arumbakkam, Chennai - 600 106, 
#044 - 24751926, Mobile: 32785627, Fax: 24759907, email: careers@iqmac.biz, website: www.IQMAC.biz, Placement for all levels, India/abroad, 
Resume by email, Contact: SATHYA, Industry: information Technology/ITES . 


Kriya Management Consultants Pvt. Ltd., No. 12, Ist Floor, Avenue Road, Rathinam Complex, Nungambakkam, Chennai — 600034, #28238376/ 
28214234, Fax : 28223145, email : kriya@md3.vsnl.net.in, Placement for all levels, India, Personal interview/resume by fax/post/email, Industry : 
multiple 


Lead Management Services Pvt. Ltd., A-3, Ground Floor, Cosmo Towers,No:11,Dr.Thomas Road,T.Nagar,Chennai-600 017 Phone/Fax :044-52129585/ 
86/24329585, email : leadcon@satyam.net.in, website : www.lead2career.com, Placement for all levels, India/abroad, Personal interview/resume by 
email, Industry : multiple. 

Mafoi Management Consultants Pvt. Ltd, #9 6th Street I Floor, Adj. Child Trust Hospital, Dr Thirumurthy Nagar, Nungambakkam, Chennai 600 034, 
0#044-28212961/63 / 28236345, Fax : 044-28234562, email : excel 9 mafoi.com, website : www.mafoi.com, Placement for Senior levels. 


Omam Consultants Pvt.Ltd, 4F, J.P. Towers 7/2 Nungambakkam High Road, Chennai 600034, # 8232159/8234889, Fax: 8229687, email : 
mdsomam € md3.vsnl.net.in, Placement for all levels, India/abroad, Resume by fax/post/courier/email, Contact : C R Subramaniam, Industry : multiple 


Overseas Manpower Corporation Ltd, 41 McNichols Road, Chetpet, Chennai 600031, # 8262399, Fax: 8259900, email : omc ? md4.vsnl.net.in, Place- 
ment overseas, website: www.omcmanpower.com 


Oxford Consultants Pvt Ltd. #411, IV Floor," SHIVALAYA BUILDING",157, Ethiraj Salai, Egmore, Chennai - 600 008. 4044-52147761/5214 7765, 
Mobile:09840170050, email: chennai Q oxfordcpl.com, website: www.oxfordcpl.com. 


PACT (Personal Assessment Consultancy And Training), 101 A, Shoba Building. II Floor, Marshalls Road, Egmore, Chennai 600008, #28554506/ 
28583860/28546268, email : pactin@vsnl.com, Placement for all levels, 


People One Consulting, 117/B, G N Chetty Road, T Nagar, Chennai — 600017, #044 - 2820 6694/95/96, 2823 5661/62/76, 2825 6824, Fax:044 - 2823 
5679, email : sarat@people-one.com, website : www.people-one.com, Placement for all levels, India/abroad, Contact : Sarat Sidhan, Industry : Multiple 


Price Water House Coopers, 8th Floor, Auras Corporate Centre, 98A, Dr. Radha Krishnan Salai, Mylapore, Chennai 600004, Fax: 044-8591254, email : 
poojamenon G in.pwcglobal.com. 


Resource Management Consultant, No 7, 3rd Floor, Sapthagiri Apartments, 83, TTK Road, Alwarpet, Chennai 600018, # 24982368/3661/3745, Fax : 
24982368, email : chn@resourceindia.com, Website: www.resourceindia.com 


S.B. Billimoria & Co, 52, Second Floor, Montieth Road, Egmore, Chennai 600008, # 8554462 
Sam Services, 54 Sir Sivaswamy Salai, Mylapore, Chennai 600004, 424661511, Fax:24671792, email : samp@samserv.com, website: www.samserv.com 


www.staffavailable.com, 4105, Kamal, Opp. State Bank of Saurastra, C.G. Road, Ahmedabad-380009, 426421647, Fax: 26562083, email: 
jaini netQ yahoo.com, website: www.staffavailable.com, Placement for all levels, India/abroad, Resume by post/email, Contact: Paresh Gordhandas, 
Industry: multiple. 


TMI Network, 20/5, Karpagam Apartments, Sreeman Srinivasan Road, Alwarpet, Chennai - 600 018, #044-24995529/24994298, Fax : 24995529/ 
24994298, email : ramesh.mas@tminetwork.com, website: www.tmi-network.com, Contact : M. Ramesh. 


United Consultants, ATB Business Centre, 35, First Main Road, Gandhi Nagar, Chennai 600020, # 22353401, Fax: 24917490, email ; 
upclmad C unitedyan.com, website : www.unitedyan.com 


Universal Overseas Consultants, 66, Mahadevan Street, 2nd Floor (Old No. 38), West Mambalam, Chennai 600033, email : uoc? vsnl.net 
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7-Hill Management Consultant (Headhunter for CEO/Senior Mgmt Level - Sales Jobs Database Specialist) 418/8, Kalkaji, Ground Floor, Opp. Desh 
Bandhu College Gate, New Delhi - 110 019, #011 26230389, Fax : 26230389, Mobile : 9810467872/9891302173, Fax/email for Corporates and Organi- 
zations : 26230389/ashwanikrvij € rediffmail.com, website : http://7hilldelhi.tripod.com, Personal Interview/resume by post/courier/fax/drop in person 
(hard copy), Placement for CEO/ Senior / Middle Levels, India / abroad, Contact : Dr. Ashwani Kumar Vij - Director - Talent Search (MBA - IIPM, 
Affiliated to IMI, Europe) / Life Member of National HRD Network / ISTD / DMA / AIMA) Industry : Multiple 


A.F.Ferguson & Co., 40, Basant Lok, Vasant Vihar, New Delhi - 110 057, 4011-26142817 / 2614 2931, Fax : 011-26144786, email: affvvdel € vsnl.com. 


A R Consultants (I) Pvt. Ltd, G-44 A, Kalkaji, New Delhi 110019, 4 26464097, 26282143, 26451507, email : arconslt@bol.net.in, website: 
www.arconsultantsindia.com 


ABC Consultants Pvt. Ltd., 909, Hemkunt Tower, 98, Nehru Place, New Delhi, #52393900, Fax : 26416431, email : delhi@abcconsultants.net, 
delhi € karmaquest.com, Placement for all levels, India/abroad, Resume by fax/courier/email, website: abcconsultants.net, www.karmaquest.com 


ABC International Placement Services, 6, Community Center, Naraina, New Delhi, Delhi - 110 028 4011-25795949 / 25792264 / 25797408, Fax : 011 
-25792474/25794884, email : info abchr.net, website : www.abchr.net, abroad, Contact : Nikhil Mansharamani. 


Access India Associates, 40/176 Chittaranjan Park, New Delhi - 110 019, 4011 6461889, TeleFax: 648-0271, email: info accessindiaonline.com, 
website : www.accessindiaonline.com, Placement for Senior/Middle levels, India/abroad, Personal interview/resume by email. 


Access Management Services Pvt. Ltd, 414, Hemkunt Chambers, 89, Nehru Place, New Delhi 110019, 4 26470824, 26234422, Fax: 26234422, email : 
amsgadh € vsnl.com, Website: www.access in.com, Placement for Senior/Middle levels Industry :IT / Telecom/Chemical /Packaging sectors. 


Alltimejobs.Com, A-88 Okhla, Phase-Il, Paharpur Software Technology Incubation Park, New Delhi 110019, # 26386982, Fax: 26315103, email 
cv Galltimejobs.com, website : www.alltimejobs.com, Placement for Senior/Middle levels, India, Personal interview/resume by post/email. 


Avenues InternationaL, C-23 Amar Colony, Lajpat Nagar-IV, New Delhi, 4 26229437/26463564, email : avenues ndb.vsnl.net.in, website : 
www.avenuesinternational.com, Placement for all levels, India/abroad, Personal interview/resume by post/email. 


Billimoria Consultants (P) Ltd., Suite No 206, Ashoka Hotel, Chanakyapuri, New Delhi 110021, # 26110101, Telefax: 26872500. 


Business Resources & Solutions, 110, Shivalik Sector 35, Noida - 201307, #4507850/4507841/4507862, Fax ; 4508589, email : apply @brsindia.com, 
brsindia@vsnl.com, website : www.brsindia.com, Placement for Senior/middle levels, Personal interview/resume by post/email, Industry : multiple. 


Caliber (A Div. Of S.S. Situations Vacant (P) Ltd, B-132, Chittaranjan Park, New Delhi — 110 019, #26229901/02, Fax : 26474001/02, Fax : 26474001, 
website : www.caliberresources.com, Placement for all levels, India/abroad, Personal interview/resume by email, Industry : multiple. 


Career Shapers, 10, Shiva Enclave, Pitampura, Delhi 110088, # 27198353, 27198527, Telefax: 27198353, email : careershapers G hotmail.com, Place- 
ment for Senior/Middle levels, India/abroad, Resume by post/email, Industry : multiple. 


Careerist Management Consultant, 39 Community Centre, East of Kailash, New Delhi 110065, # 26429277/26445977/26287093-95, Fax: 26476241, 
email : careers? vsnl.com 


Chaque Jour Outsourcing SolutionsPvt. Ltd., 139, Mohammadpur, Bhikaji Cama Place, New Delhi — 110 066, 426163532/26173558, website: 
www.cjos.biz, Placement for all levels, India/abroad, Personal Interview/Resume by Fax/Post/email, Contact: Capt. Shaji Kumar / Amosha / Naresh. 


Competent Placement Bureau, 102 Hans Bhawan, Wing 2, Bahadur Shah Zafar Marg, New Delhi 110002, & 23730816, 23378784, 
email : competent & vsnl.net 


Corporate Human Resources, SCF 54, Basement, Sector 15 Market, Faridabad 121007, email : Corporatehr( hotmail.com. 


Corporals India Executive Search, 19/8, IIlrd Floor, Kalkaji, New Delhi 110019, # 26438701, 26438702, Telefax: 26438702, website: 
www.corporalsindia.com, Industry : Banking & Finance 


Corporate Insight, 226, Kailash Hills, New Delhi 110065, # 26922177/26823477/26834463, Telefax: 26823477, email : corporateinsight € vsnl.com, 
website: www.corporateinsight.com, Placement at Senior / middle levels. 


Cybernatic Management Group, 312, Hemkunt Chambers, 89 Nehru Place, New Delhi 110019, # 26439504-06-07, 26222048 / 26289812, Fax: 26439506 
/ 26439507, email : cyber@nda.vsnl.net.in 


Datamatics Staffing Services, 1301-4, Vikram Tower, Rajinder Place, New Delhi 110008, 425773902/3/4, Fax: 25711022, email : datastaf@vsnl.com, 
Website: www.datamaticstaffing.com 


D'avenuessearch, New Delhi, 4011-22482054, 9811638465/9810204841, Fax : 011 - 22041994 email: davenuessearch € yahoo.co.in, website: 
www.davameximpvtltd.itgo.com, Placement for all levels, India/abroad, Resume by email, Contact: Manoj K. Parammel, Industry: 1. IT 2. Healthcare. 


Egon Zehnder International, B-25, Qutab Institutional Area, Nirlac Building IInd Floor, New Delhi 110016, 4 26868149, 26564320, 
email : ezinewdelhi € ezi.net, website: www.ezi.net, Placement for Senior levels only, Industry : multiple. 


Ernst & Young Pvt. Ltd, B-26, Qutab Institutional Area, New Delhi 110016, # 26611004-9, Placement for Senior/Middle levels, Industry : multiple. 


Executive Access India Pvt. Ltd, GF, 30 Sunder Nagar, New Delhi 110003, # 24618122/23, 24619056, Fax: 24627741, email : eaipl ? ndb.vsnl.net.in, 
website: www.executivesarchaglobal.com, Placements for Senior levels only 


Executive Search, B-15, Shivalik, Ist Floor, Panchsheel — Geetanjali Road, New Delhi - 110 017, 426691568/26693769, Fax : 26686769, 
email : exsearch ? vsnl.com, website : www.executivesearchglobal.com. 
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Executive Junction Network, E-150, LGF Kalkaji, New Delhi, 426217103, 26211666, 26234666 Fax: 26431574, email: akalra@ejnindia.com, website: 
www.ejnindia.com, Placement for senior/middle levels, India, Resume by email , Contact: Ashok Kalra , Industry: multiple. 


First Access (A Unit Of HR Access), 1204, C-1 Sector-C, Pocket-1, Vasant Kunj, New Delhi 110057, 4 51622166 / 51622177 / 51622188, email : 
themindpool € yahoo.co.in, Industry :Multiple 


Genius Management Consultant, 2nd Floor, 18, LSC, Pushp Vihar, New Delhi - 110 062, # 011-51544480, email: delhi@geniusjobs.com, website: 
www.geniusconsultant.com, Placement for all levels, India/abroad, Indsutry : multiple. 


GlobalmaX Consulting, 80/22B, II Floor, Malviya Nagar, New Delhi — 110 017, 491-11-55671241(Do not prefix '2'), 91-11-9811602186, email: 
recruit globalmax.org, Placement for Senior/middle levels, India/abroad, Resume by email only, Industry: multiple. 


Head Hunters, 17/104, Vikram, Lajpat Nagar IV, New Delhi 110024, # 26419649, 26215556, 26233845, email : headhunter& vsnl.com, Placement for 
Senior/Middle levels only 


Heidrick & Struggles Pvt. Ltd., 505, 5th Floor, International Trade Tower, Nehru Place, New Delhi 110019, # 26451010, Fax: 26453500, email : 
delhi@hs-india.com, website: www.heidrick.com, Placements at Senior level 


Hewitt Associates, 6" Floor, DLF Plaza Tower, DLF City, Phase - I, Gurgaon, #26359491-99, email : India-recruitment@hewitt.com, website : 
www.hewitt.com, 


HRD Club (A divison of Mind & Mettle), J-315, Agrasen Apartments, Plot No.66, I.P. Extension, Delhi 110092, # 22044211/22452330, Fax: 22452330/ 
22044211, email : hrdelub vsnl.com, website: www.hrdclub.com, Placement for Senior/Middle levels, India/abroad, Resume by email, Industry : 
multiple 


Human Capital, D-16 C, Basement, Hauz Khas, New Delhi — 110016, 4011 51656008/09, Fax : 011 26601195, email: deepasachdev € vsnl.net, 
humancapital-deepa 9 humancapitalindia.com, Placement for Senior/Middle/Junior levels, India/abroad, Resume by email , Contact: Ms. Deepa Sachdev, 
Industry: 1. Retail 2. Apparel Export. 


Interact Consultants, 30, Link Road, Lajpat Nagar Part III, Near Moolchand Hospital, New Delhi 110024, # 26835696, 26831477, email : 
indmanpr vsnl.com, Industry : Sales & Marketing ITES and Hospitality industries 


HRD Club (A divison of Mind & Mettle), J-315, Agrasen Apartments, Plot No.66, I.P. Extension, Delhi 110092, 4 22044211/22452330, Fax: 22452330/ 
22044211, email : hrdclub@vsnl.com, website: www.hrdclub.com, Placement for Senior/Middle levels, India/abroad, Resume by email, Industry : 
multiple 


Human Resources Management Group, 59-B, GH2, Ankur Appartments, Near Neo Convent School, Paschim Vihar, New Delhi 110063, # 25270177, 
25277986, Fax: 25277986, email : hrmg@placementmall.com, website: www.placementmall.com, Placement for Middle & Top levels. 


Icon Consultants, 608 A, Vishal Bhavan, 6th Floor, 95, Nehru Place, New Delhi 110019, & 26480013, 26448573, 26479255, Fax: 26229562, email : 
icon. consultants € vsnl.com, icon, consultants @ hotmail.com 


Interact Consultants, 30, Link Road, Lajpat Nagar Part III, Near Moolchand Hospital, New Delhi 110024, # 26835696, 26831477, email : 
indmanpr 6 vsnl.com, Industry : Sales & Marketing ITES and Hospitality industries 


International Manpower Resources, A-33, Rajouri Garden, Ring Road, New Delhi 110027, 4 25101111/25161118, email : imr vsnl.com, website: 
www.imrindia.com, Specialisation: Overseas placements 


Kornferry International Pvt. Ltd, DLF Gateway Tower, 5^ Floor, Phase III, DLF City, Gurgaon — 122002, website : www.kornferry.com, Placement for 
Senior levels, (source : website) 


Jobs Link Employment & Placement Service, Guru Nanak Business Centre, D-351 Street No.12, Laxmi Nagar, Delhi 110092, # 22058426 / 22420508 
/ 22451948 / 9891049131, email : jobslinkl @rediffmail.com 


Leading HRD Consultants, CC-29, Nehru Enclave, Opp. Nehru Place, Kalkaji, New Delhi, 426477008/26488609/26443672, email : 
Leadinghrd € tatanova.com, Placement for all levels, India/abroad, Resume by post/email, Contact : M. Madan, Industry : multiple 


M.S. Placement Services (Regd.), B-8/1, (Basement), Vardhman Trade Centre, D.D.A. Building, Near Paras Cinema, 11- Nehru Place, New Delhi — 110 
019, 426487996, Placement for all levels, India/abroad, Personal Interview, Contact: Dr. (Mrs.) V.L. Sharma, Industry: Multiple. 


Management Consultants Pvt. Ltd, 6, Community Centre, (PVR Cinema Complex), ) I Floor, Saket, New Delhi, 4011-26529020 / 21, 26525014, 
TeleFax : 652 5014, email : mafoidel 9 mafoi.com 


Manpower Services India, Workforce Solutions, UG-66-69, World Trade Centre, Barakhamba Road, New Delhi, 423412277, Fax: 23412288, email: 
mail € manpower.co.in, website: www.manpower.co.in, Placement for Middle/Junior levels, India, Resume by post/email, Contact: Rohit Mathur (GM) , 
Industry: Multiple. 


Manpower Services India, ITeS Divn. First Floor, Property No. 6, Community Centre, Saket, New Delhi -110 017, 4011 - 51012561, 
Fax: 011 — 51012567, email: itesdelhi@manpower.co.in, website: www.manpower.co.in, Placement for Middle/Junior levels, India, Resume by Post/ 
email, Industry: 1. ITEs 2. BPO. 


Oasis Consultants, 153 Jeewan Nagar, Opp. Maharani Bagh, New Delhi — 110014, 426903636, email: info@oasis-consultants.net , website: www.oasis- 
consultants.net, Placement for all levels, India, Procedure to apply: Personal interview, Resume by email, Contact: Ms. Payal Khanna. 


Industry: Multiple, Omam Consultants Pvt. Ltd., 418, 418, Galleria Complex, DLF Phase IV, Gurgaon #2396608, Fax : 2396609, 
email : gurgaon ? omamconsultants.com, Placement for all levels, India/abroad, Resume by fax/post/courier/email, Industry : multiple 
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Oxford Consultants Pvt. Ltd., C-56/14 Institutional Area, Sector-62, Noida 201304, # 91-4588223/4/5/6, email : infoG'oxfordcpl.com, website: 
www.oxfordcpl.com 


Paragon Technologies, A-40, Sector — 26, Noida, #2440892/2539047, email: mblal@paragontechno.com, website: www.paragontechno.com, Placement 
for all levels, India, Resume by email, Contact: M.B. Lal, Industry: multiple. 


People One Consulting, A-9A, Malhotra House, Greenpark Main, Aurbindo Marg, New Delhi — 110016, 4011 — 51755350/51651311 / 5165 0882/83, 
Fax:011 - 51755354, email: shari@people-one.com, Placement for all levels, India/abroad, Contact : Sreehari.R, Industry: multiple 


Planman Consulting, IIPM Tower, Level 5, C-10, IIPM Towers, Qutab Institutional Area, New Delhi — 110 016, 4 57799900, Fax : 51799911, email : 
care ? PlanmanConsulting.com, website : www.planmanConsulting.com, 


Pulse Consulting Group, IEL, 12^ Floor, Akash Deep, Barakhamba Road, New Delhi — 110 001, 423313283, Mobile : 9891622080, Telefax: 23312973, 
email: pulsecv Grediffmail.com, website: www.Indiamart.com pulse , Placement for all levels, India/abroad, Resume by post/email, Contact: Amith 
Bhatnagar , Industry: multiple. 


Recruit Prime, 41112, DLF Galleria, DLF City Phase — 4, Gurgaon, 40124 — 5055359/0124 - 3950472/011-32400028, email : recruitprime € rediffmail.com, 
Placement for middle/junior levels, India, Resume by email:recruitprime @rediffmail.com, Contact : Padmaja Sharma, Industry: multiple. 
S. B. Billimoria & Co., 14th Floor, Gopal Dass Bhawan, Barakhamba Road, New Delhi 110001, email : newdelhi ? sbbandco.co 


Sampoorna Computer People, E-21, Lajpat Nagar III, Near Moolchand Hospital, New Delhi - 110 024, 429840133-34/2984 1100/2984 2200, Contact: 
Mr. John Quadros, email : delhi 9 sampoorna.com, website : www.sampoorna.com, 


Searchexcell, A-92/3, SFS, Saket, New Delhi — 110 017, 426864059/26522746, email: searchexcell2 yahoo.com, Placement for Middle/Junior levels, 
India, Resume by post/email, Contact: Sunil Kr/Gitanjali, Industry: Multiple. 


SeniorManagementJobs.com, Website: www.SeniorManagementJobs.com, Placement for Senior level, India/Abroad, Procedure to apply: (submit re- 
sume on our website), Contact: Vinod, Director, Industry: Multiple, Branch Office: All Metros. 


www.staffavailable.com, #105, Kamal, Opp. State Bank of Saurastra, C.G. Road, Ahmedabad-380009, 426421647, Fax: 26562083, email: 
jaini, net? yahoo.com, website: www.staffavailable.com, Placement for all levels, India/abroad, Resume by post/email, Contact: Paresh Gordhandas, 
Industry: multiple. 


STS. Enterprises, B-17, 2nd Floor, Community Center, Janakpuri, New Delhi 110058, email : ststech nda.vsnl.net.in, website: www.stsnet.com, 
Placement for all levels, India/abroad, Personal interview/Resume by post, Contact : Ganesh Kejriwal, Industry : Call center/IT 


TMI Network, H.No. M-17 Green Park Main, New Delhi, 4011-26511372/26535709/26517638, Fax : 26511372, website : www.tminetwork.com, 


Techplexus Consulting (P) Ltd., 16, Vidya Apartment, Paschim Vihar, New Delhi 110087, # 25273776, 25283137, email : resume techplexus.com / 
bizdev @techplexus.com, website: www.techplexus.com, Industry: Biotechnology, IT, ITES, Telecom 


Tusthi Executive Access and Consultants, A-65, IInd Floor, Chander Nagar, Ghaziabad — 201011 (U.P.), #95120-2622072, 2623201, 
email:jobs  tusthi.com, website: www.tusthi.com. 


United Consultants, 57, LGF, World Trade Centre, Babar Road, Connaught Circus, New Delhi 110001, email : upcldel unitedvan.com, website: 
www.unitedyan.com 


Zenith Services, C-36/Z-4, Dilshad Garden, Delhi 110095, 4 2270723/2135146, Fax: 2135146, email : gangalamit@satyam.net.in, Placement for all 
levels, India, Contact : Amit Gangal, Industry : multiple 


HYDEHABAD 


A B C Consultants Pvt. Ltd., 206, Navketan Complex, Opp. Clock Tower, 62 S D Road, Secunderabad 500003, 4 040 - 27807016/2519, Telefax: 
26318042, email : hyderabad G abcconsultants,net, Placements for all levels, India & abroad, Resume by fax/courier/email, Website: 
www.abcconsultants.net, www.karmaquest.com, 


Advanced Training Systems International, 605 Usha Enclave, Srinagar Colony, Hyderabad 500029, Telefax: 3752157, email : atsisagarG hotmail.com 


A.F.Ferguson & Co. C-109, Pasha Court, 6-3-680- Somajiguda, (Opp. Amrita Topaz Building), Hyderabad 500 482, 4040-23407952 / 2666 3756, 
Fax:040-2666 3757,email: affhyd  hd2.vsnl.net.in. 


Alp Management Consultancy, No: 6-3-349, C-2 Block, 2nd Floor, Millenium Square, Nagarjuna Circle, Banjara Hills, Hyderabad - 500 017, 4040-552 
73354 /55, website: www.alpconsultants.com 


Bridgers & Headers, 303, The Concourse, 7-1-58, Ameerpet, Hyderabad — 16, Ph/Fax No.23747850/1, 23744312/2712, email : 
bridgersandheaders € vsnl.net/careersgallery 8 vsnl.net, URL : www.careergallery.com, Focus Areas : IT/Non IT Recruitment, Outsourcing, HR Ser- 
vices, Market Research, Event Promotions, Contact Persons : Vijaykumar, Nagaraj, Srikanth. 


BSE Global Employment Services, 6-1-121-1A , Padmarao Nagar, Secunderbad, Secunderabad, 500025, Hyderabad, 6215509, besges@rediffmail.com, 
website : www.mcoitt.com, Placement for all levels, India/abroad, Personal interview/resume by fax/email, Industry : multiple. 


Caprice Business Consultants, 304, Sataguru Complex, Basheerabagh, Hyderabad, 4 27552208, email : hr caprice yahoo.com 


Cornerstone Consulting, 1st Floor, Mount Banjara Apt., Road No. 12, Banjara Hillls, Hyderabad - 500034, Hyderabad, # 23308125/ 23399341, 
email: cshr@consultant.com, website: www.cornerstoneindia.com 


CRY Consultants Private Ltd., 507, Maheshwari Chambers, Somajiguda, Hyderabad - 500082, 26663777. 
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Cucumber Consultants, No. 2, Jai Nagar Colony, Tadband Hanuman Temple Rd, Sikh Village, Secunderabad — 500009, #040-27814521/27811323, Fax: 
040-278 11323/27814521, email:cucumber@ sancharnet.in, Placement for all levels, India/abroad, Personal interview/Resume by email, Contact: Parvathy 
Krishnan, Industry: multiple. 


Ernst & Young Pvt. Ltd., 205, IInd Floor, Ashoka Bhoopal Chambers, Sadar Patel Road, Secunderabad 500003, # 7898850/9235, website: 
www.eyindia.com. 


Fairlinks Placements, #315, Amrutha Estates, 3“ Floor, Lingapur House, Himayatnagar, Hyderabad-29, 423224170/4168/1194/8238, Fax: 23260072, 
email: fairlinks@eth.net, website: www.fairlinksindia.com, Placement for all levels, India, Personal interview/Resume by fax/post/email, Contact: Anil 
A. Bohara, Industry: multiple. 


Frontier Information Technologies Ltd., D-18 Meghana Plaza, Vikrampuri, Near Secunderabad Club, Secunderabad 9, 4 27893908/27848576, website: 
www.fitlindia.com. 

Genius Management Consultant, No.114,] Floor, Mital Chambers, M.G.Road, Secunderabad-500026, # 040-27710096 /27802314, email : 
hyderabad @ geniusjobs.com, website: www.geniusjobs.com, Placement for all levels, India/abroad, Indsutry : multiple. 

Hewitt Associates India Pvt. Ltd., 6-3-1109/1, Navbharat Chamber, Raj Bhawan Road, Hyderabad — 500082, 4040 3405525, Fax: 040 3402077 website: 
www.hewitt.com 

ICat Dotcom Private Limited, 8B, Rising Sun Apartments, Krishnapuri Colony, West Marredpally, Secunderabad 500026, # 7804090, Fax: 7719508, 
email : icat@satyam.net.in, website: www.icatindia.com, Placement for all levels, India/abroad, Personal interview/resume by email, Industry : multiple. 
Intercon International Pvt Ltd., 602 Surya Kiran, S D Road, Secunderabad 500003, 427849532/27898910, Fax: 27814534, email : 
info interconinternational.com, website: www.interconinternational.com 


Ladder Networks, Pereira Building (Near Minerva Complex), 95/1, Sarojini Devi Road, Secunderabad-500 003, A.P., #040 27896259, email: 
resumes € laddernetworks.com, website: www.Laddernetworks.com. 


Liazone Consulting India Pvt Ltd, C-7, 2nd floor, Banjara Arcot Apartment, West Marredpaliy, Secunderabad, 500026, 427700100, email : 
vandana liazoneconsulting.com 


M R Placement Pvt. Ltd., 212/213, Kubera Towers, Narayanaguda, Hyderabad 29, # 23226782/23224992, Fax:23261153, 
email: webmaster ? resumesindia.com, website: www.resumeindia.com 


Mafoi Management Consultants Pvt. Ltd., 201, 2nd Floor, Pavani Avenue, Door No. 6-3-1089/1/1, Raj Bhavan Road, Lane Opp: TSR Towers, Adj. to 
Villa Marie Junior College, Hyderabad - 500 082, 4040-23388537-40 Fax : 91-40-3320165, email : mafoihyd ? mafoi.com, website : www.mafoi.com. 


Manhunt Consultants, 7-1-200, 402 Purandev Apartments, Adjacent Gurudwara, Ameerpet, Hyderabad 16, # 55614882, email 
:manhuntindia € hotmail.com 


Omam Consultants Pvt. Ltd., 408A, Meridian Plaza, 6-3-853/1, Ameerpet, Hyderabad 16, # 23413965-68, email : omamhyd G satyam.net.in, Placement 
for all levels, India / abroad, Resume by fax/post/courier/email. 


Option Executive Search Pvt. Ltd., 84, Anandnagar, Khairatabad, Hyderabad 4, 4 23314048/23308146, Fax: 3317847, email: resumes @optionsindia.com, 
website: www.optionsindia.com 


People One Consulting, 6-3-1186/5/A, Amogh Plaza, 2nd Floor, Next to Grand Kakatiya Hotel, Begumpet, Hyderabad - 500 016, 4040 - 55752766/67 
/ 55759878, email : ajoy  people-one.com, website : www.people-one.com, Placement for all levels, India/abroad, Industry: multiple. 


Perfect Manpower Consultants, 102, Galada Towers, Lane Adjacent to Pantaloon. Between ‘Food world" and "Trineira", Begumpet, Hyderabad — 500 
016, 4040 — 55598727/ 55338720 / 55338728, email: cv2@perfectmanpowerconsultants.com, website: www.perfectmanpowerconsultants.com. 


Polaris Management Services Pvt. Ltd., 8-3-1042/A Plot No. 141, Ist Floor, Srinagar, Colony, Hyderabad 500073, #23736928/23733403, email : 
polarisindia € satyam.net.in 


Resource Management Consultants, 203, 2nd Floor, Arcadia Apartments, Arora Colony, Road No 3, Banjara Hills, Hyderabad 500 033, # 23551682/ 
3077/78, email : hyd@resourceindia.com, Website: www.resourceindia.com 


Resources Inputs Ltd., 503, Meera Mansion, Dharam Karam Road, Ameerpet, Hyderabad 16, # 23755783/23755784 email : 
resourceinputs @ rediffmail.com, website: www.resourceinputs.com 


Resources Management Consultants, 203, 2nd floor, Arcadia Apt., Arora Colony, Road No.3 Banjara Hills, Hyderabad, 500033, Hyderabad, 23551682/ 
23553077, email : hyd@resourceindia.com 


Resumesindia.com, 212-213, Kubers Towers, Hyderabad, 500047, Hyderabad, 3226782, email : webmaster ?resumesindia.com 


Sampoorna Computer People, 1206, Babhakhan Esate, Basheerbagh , Hyderabad, 500029, Hyderabad, 30222200/30226000, Fax : 30227000, 
Contact : Mr. M V D S Murthy, email: hyd@sampoorna.com, website: www.sampoorna.com 


Skillindia.Com, No. 303, Rajeshwari Tower, Punjagutta, Hyderabad 84, 4 26664737/38, email : information @skillindia.com, website: www.skillindia.com 


www.staffavailable.com, 4105, Kamal, Opp. State Bank of Saurastra, C.G. Road, Ahmedabad-380009, 426421647, Fax: 26562083, email: 
jaini net yahoo.com, website: www.staffavailable.com, Placement for all levels, India/abroad, Resume by post/email, Contact: Paresh Gordhandas, 
Industry: multiple. 


United Consultants, 215, Ist Floor, Karan Centre, S.D. Road, Secunderabad 500003, # 7846825, Fax: 7861207, email : upclhyd@unitedyan.com 
Vishasoft Services (P) Ltd, 5-9-22/44G2, Adarsh Nagar, Hyderabad - 500063, #6585944, resumes? vishasoft.com, www.vishasoft.com. 


Zenith Consultancy Services, 301-302, Suraj mansion, Behind Green Park Hotel, Ameerpet, Hyderabad - 500016, #6628977, email : 
info@zenithconsultancy.com, website : www.zenithconsultancy.com. 
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3-DNetwork Company, NL-6/11/14, Sector-9, Nerul, Navi Mumbai — 400021, 427706862, Fax:27703819, email: josh @3dnet.org, website: www € 3dnet.- 
in.org, Placement for all levels, India/abroad, Resume by email, Industry : multiple 


3P Executive Search, B-1, Lok Bharati Complex, Marol Maroshi Road, Andheri (East), Mumbai 400059, 428505800, Fax: 28506663, email: 
contact € 3pjobs.com, website : www.3pjobs.com 


A B C Consultants Pvt. Ltd., Popular Press Building (Opp Crossroads), 35C, Pandit, M.M. Malvia Road, Tardeo, Mumbai — 400 034, #022 56623700, 
Fax : 022 566 23799, email : mumbai? abcconsultants.net. website: www.abcconsultants.net, www.karmaquest.com, 


A.F. Ferguson& Co., Maker Towers 'E', 4" Floor, Cuffe parade, Mumbai — 400 005, 4022-22186412, Fax: 022-22186567, email : affmum@vsnl.com. 
A.G. Enterprises, B/8, 3rd Floor, Everest Building, Tardeo, Main Road, Mumbai 400034, website: www.ag-enterprise.com 


Ace Management Consultant, A 16, Tridal Apartment, Mithagar Road, Mulund (E), Mumbai 400081, # 25613521, email : acemeet yahoo.com, Place- 
ment for all levels, India/abroad, Personal interview/resume by post/email, Contact : Amit Puntambekar. 


Advanced Consultancy Services, Gulshan Mahal 4, 52 Lady Jamsedji Road, Central Bank of India, Mahim, Mumbai 400016, # 24445319/5320/4430, 
Fax: 2444443], email : acs@vsni.com 


AL Saalim International, 17/19, Khalick Villa, Balamiya Lane, Opp Living Room, Mahim (W), Mumbai 400016, email : alsaalim@ysnl.com, website: 
www.alsaalim.com 


AL-JADID Enterprises, 31, Mittal Chambers, Nariman Point, Mumbai 400021, Fax: 022-22872072, email : aljadid@bom4.vsnl.net.in 


Altius Solutions, #307, Dimple Arcade, Thakur Complex, Kandivali (E), Mumbai — 400 101, #022-30971903, email: jobs @altiuss.com, jobs @altiuss.com, 
website: www.altiuss.com, Placement for all levels, India/abroad, Resume by email, Contact: CEO, Industry: Multiple. 


AMBE International, 507, Shah & Nahar Industrial Estate, Dr. E Moses Road, Worli Naka, Mumbai 400018, email : jobs@indianpersonnel.com / 
tech @indianpersonnel.com, website: www.ambeinter.com 


Arabian Services Company, 106/107, Dalamal Chambers, 29, New Marine Lines Churchgate, Mumbai - 400020, Website: www.arabianservices.com 


Ascent Consulting Group, #1, Ground Floor, Gopal Terrace, Kastur Park Road, Shimpoli, Borivali (W), Mumbai-400092, #022-28984309/28995522, 
Fax: 022-28984309, email: tmc €? vsnl.com, website: www.tmscl.com, Placement for all levels, India/abroad, Resume by email, Contact: Suni] Kumar 
Trivedi, Industry: Multiple. Branch: New Delhi, Bangalore 


Ashutosh Marines, 123, Atlanta, 12th Floor, Nariman Point, Mumbai 400021, email : asmacs(&bom2.vsnl.net.in, website: www.jobsdhunt.com 


Ashwamedh Management Consultants, 3rd Floor, 28 Block, Swastik House, Taikal Wadi Road, Off. L. J. Road, Mumbai 400016, 4 24373887/24316296, 
Fax : 24316295, email : manjarkar€ yahoo.com, website : www.ashmanonline.com, Placement for Senior/middle/junior levels, India / abroad, Personal 
interview/resume by post/email, Contact Arun D Manjaramkar, Industry : multiple 


Asia Select (division of 2MG Ward Howell India), #429, Unique Industrial Estate, Veer Savarkar Marg., Prabhadevi, Mumbai — 400 025, email: 
contactindia  asiaselect.com.ph, website: asiaselect.com.ph, Placement for middle/junior levels, India/abroad, Resume by post/email, Contact: Mr. Bharat 
Binyani , Industry: multiple. 

Asiatic Consultants, Aman Chamber Compound, Shop No 2, Next to Tribhuvandas Bhimji, Javeri, Near Roxy Cinema, Opera House, Mumbai 400004, 
Website: www.asiaticconsultant yahoo.com 


Aspirations RecruitmentConsultants, G-7, Nayadeep, Raviraj Oberoi Complex, Extn. New Link Road, Andheri (West), Mumbai-400053,#26321040/ 
26342749,56929138, Fax:56949868,email:resume € aspirationsrc.com, website: www.aspirationsrc.com, Placement for Senior/ Middle/Junior levels, In- 
dia, Resume to be sent by email followed by interview, Contact: Sarabjeet Sachar, Industry: Specific Industry: Specialist in functions of sales, marketing. 
brand/ product management & advertising within the following industries. (1) Media (2) Advertsing (3) FMCG (4) Consumer Durable (5) Entertain- 
ment (6) Textile. 


Balkan HR Services Pvt. Ltd., 102, Cecilia Sagar, J.B. Nagar, Andheri (East), Mumbai — 400 059, #022 - 28380040, email: info@jobjini.com, website: 
www.jobjini.com, Placement for all levels, India, Resume by email, Contact: Mr. Ganesh Bhat (CEO), Industry: multiple. 

Bombay Marine Engg. Works Pvt.Ltd, 5 B, Bakhtawar, Nariman Point, Mumbai 400021, 422028140, Fax:22026333, email : bmews@vsnl.com 
Bonace Engineering Services Pvt. Ltd, 101, Landmark Arcade, Eastern Express Highway Service Road, Louis Wadi, Thane (West) 400 604, Maharastra, 
#022-25805690/25828779/2582 7855, Fax:25805691, email: bontech02€ vsnl.net, Placement for all levels, India/abroad, Industry : Technical Man- 
power. 

Bright Future Employments, 31-33, Vaju Kotak Road, Office No.10, Fort, Mumbai 400001, 422618347 

Busisol Sourcing (India) Pvt. Ltd., B-127/128, Shrikant Chambers, Near R.K. Studio, Sion - Trombay Road, Chembur, Mumbai — 400 071, 4022 


85550346/47/48, 55550512/13, Telefax: 022 55550346/47/48, email: busisol &? vsnl.net, website: www.buisol.net, placement for Senior/Middle/Junior 
levels, India/abroad, Resume by email, Contact: Mr. Swapnil Sarvankar, Industry: Multiple. 


BV Links Computer & Management Consultants, 225 A, Shree Krishna, Bhuvan, Sir Bhalchandra Road, Matunga (E), Mumbai - 400019, 4022 
24171080/24171088, Fax : 022 24171099, email: contact bvlinks.com, website: www.bvlinks.com, Placement for all levels, Abroad, Resume by email, 
Industry : Software. 


C.P. Careers, 609, Sai Chambers , Nr. Santacruz Railway Station, Santacruz East, Mumbai 55, 422 30914464/30938937, email:raj  cpcareers.com, 
website:www.cpcareers.com, Placement for all levels, India/abroad, Resume by email, Industry : multiple 
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Career Avenues (I) Pvt. Ltd., 4, Sarkar Corner, Veera Desai Road, Andheri (W), Mumbai 400 053, #5692 1246/1247/0713, email: careerav & rediffmail.com, 
website: www.careeravenues.net, Placement for all levels, India, Personal interview/resume by email, Contact: Mitesh Vora, Industry: multiple. 


Career Reach, Ist Floor, Business World Center, No. 4, St. Martin Road, Off Turner Road, Bandra West, Mumbai - 400 050, 4022 - 56680903/56962574, 
email:rajiv.anad & career-reach.com, website: www.career-reach.com, Placement for all levels, India/abroad, Resume by email , Contact: Rajiv Anand, 
Industry: multiple, Branch: Bangalore / Pune 


Character Sketches, Comtrade Corporate Centre, 5th Floor, Cambata Building, (NW Wing). J.T. Road, Above Eros Cinema, Churchgate, Mumbai 
400020, #22843100/22049032, /22870727/22831383 


Charishma (The Recruitment Management Company), Ground Floor, Gurudev Apartments, G-01, R.C. Marg, Chembur Naka, Mumbai 400071, # 
022-25243681, email : charishm@vsnl.com, website: www.charishma.com 


Check And Cash Manpower Consultancy, A-3, "Saubhagya", Jeevan Vikas Kendra Marg, Off., Sahar Road, Andheri (E), Mumbai 400069, # 28265136/ 
28342318, email : checkandcash 9 vsnl.net, website: www.jobencash.com 


Choice Placements, 4th Floor, Hornby Building, 174 Dr. D.N. Road, Mumbai 400001, # 22075777 


Compshop India Pvt Ltd, C-4, Raj Industrial Complex, Military Road, Marol, Andheri (E), Mumbai 400059, # 28528025, 26937970, Fax: 28878202, 
email : compshop@vsnl.com, website: www.compshopindia.com. 


Concept Management Consulting Pvt. Ltd., 303, Gateway Plaza, Hiranandani Gardens, Powal, Mumbai - 400076, Fax: 022 25703479, email : 
raj  globalss.com, website: www.globalss.com 


Continental Mercantile Corp.(Inc), Devdutt Ground Floor, Opposite Sea Rock Hotel, Bandra (W), Mumbai 400050, & 26515555, 26516666, Fax: 
26414141/26515151, email : bombay Gcontinentalmanpower.com, website: www.continentalmanpower.com 


Corporate Insight, 210, Bahveshwar Arcade, 2 B S Marg, Ghatkopar (W), Mumbai 400086, # 5006751/52, email : parvesh3G vsnl.com, website: 
www.corporateinsight.com 


Datamatics Staffing Services, Eucharistic Congress Building IIl, 5 Convent Street, Colaba, Mumbai 400001, Fax: 022-22850828, email : 
ttp € datamaticsindia.com, dsscv € datamaticsindia.com, website: www.datamaticsstaffing.com 


Decon Management Services Pvt. Ltd. Ist Floor, Shri Krishna Bldg. Dadasaheb Phalke Road, Dadar (East), Mumbai — 400014, #022-24184400, Fax: 
24183737, email: decon € bom7.vsnl.net.in, website: www.decon2000.com, Placement for all levels, India/abroad, Personal interview/Resume by fax/ 
pos/email, Contact: Mr. Priyadarshan C. Deshmukh, Industry: Multiple. 


EmmayHR, 2/ 36 Tardeo AC Market Building, Mumbai 400 034, #022 -23514319/0321/5072, website :www.emmayhr.com 
Etwoe Technologies, 4th Floor, Samruddhi Venture Park, Andheri (E), Mumbai 400093, # 022 28316043/44/45, website: www.e2e tech.com. 
Ernst & Young Pvt. Ltd., Vaswani Mansions, Dinsha Vachha Road, Churchgate, Mumbai 400020, # 22876485/6, website: www.eyindia.com 


FOCUS, C/258, Oshiwara Industrial Center, Opp. Oshiwara Bus Depot, New Link Road, Goregaon (West), Mumbai 400 104, 022-28769504 / 28769952 
/ 56998631/2, Fax : 28761983, email : resumes focusonin.com, info@focusonit.com, website : focusonit.com. 


G. Gheewala, Manpower Consultants, 202-A, Bombay Market, Tardeo Road, Mumbai 400034, # 56665353, Fax : 56665363, website : 
www.ggheewa;a.com, Placement for all levels, abroad, Personal interview/resume by post/email, Contact: Farook G. Gheewala, Industry : multiple 


GIPS Management & Personnel Consultants, 16, Veena-Beena, Opp.Bandra Station (W),Mumbai-400 050, 4022-56787600-3, Fax: 022-26411482, 
email : info gipsmanagement.com website : www.gipsmanagement.com, Placement for all levels, India/aborad, resume by email, Industry : multiple. 


Go4careers.COM, 401, Samarpan Complex, 4th Floor, New Link Road, Chakala, Andheri (E), Mumbai 400099, # 28302892/2685/2454, Fax: 28302830, 
email : mumbai € go4career.com 


Grey Cell, 7 Banarsi Mansion, Shivam Shopping Complex, Opp. New Era S.V. Road, Malad (West), Mumbai 400064, # 28886014/28440858, Fax: 
28887556, email : greycell 8 mtnl.net.in website: www.greycellsindia.com. 


Harvard Consultants, 308, Churchgate Chambers, 5 New Marine Lines, Mumbai 400020, #22672035/22672319 


HAVOC Job Consultants, Office No. 13, Ist Floor, Satnam Mansion, Besides Hotel Aroma, Nr. Chitra Cinema, Dadar (E), Mumbai - 400 014, #022 
24115700/800 Fax: 022-24115700/800, email: havocmumbai € hotmail.com, website: www.havocconsultants.com 


Head Hunters, 41 Landmark, 175 Carter Road, Bandra (W), Mumbai 400050, # 6460599 


Heidrick & Struggles Pvt. Ltd, Suite 1228, Oberoi Tower, Nariman Point, Mumbai 400021, 4 22301860/61, Fax: 22301862, email : mumbai & hs- 
india.com, Website: www.heidrick.com, very senior levels, India/abroad. 


Hewitt Associates (P) Ltd, Suite 3504, Oberoi Tower, Nariman Point, Mumbai 400021, # 22856800, Fax: 22857862, Website: www.hewitt.com 


Hitechclub.com, (India) Pvt. Ltd., # 25, Kedy Arcade, 233/234 Belasis Road, Mumbai Central — 400008, 4022-23000061/23000917/23014735. Fax: 
23000917, email: infomumbai@hitechclub.com, contactus € hitechclub.com, website: hitechclub.com. 


Horton International, 322 Prabhadevi Industrial Estate, Veer Savarkar Marg, Mumbai 400025, # 4223004, Fax: 24300127, email : mumbai & horton- 
intl.com, Website: www.horton-intl.com 
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Impact Management & Personnal Services, Virani Manzil, Behind Bank of Baroda Building, 4th Road Khar (W), Mumbai 400052, #26040536, 
Fax:26057528, email : careers@impsmanagement.com, website: www.impsmanagement.com. 


Indian Talent Management Services, G-308, Hrushikesh, Lokhandwala, Andheri West, Mumbai 400053, # 26318073, Fax: 26335530, email : 
indiantalent ? vsnl.com, website: www.talentedindians.com 


Jaycee Hunt Total Recruitment Solutions, A 318/319, Gokul Arcade, Subhash Road, Vile Parle (E), Mumbai 400057, #28205040/41/43, Fax: 28225812, 
email : jaycee@jobhuntonline.com, Website: www.jobhutonline.com, Industry : multiple 


Jerry Varghese International Ltd., 206, Gateway Plaza, Hiranandani Gardens, Powai, Mumbai 400076, # 91-22-5703543/44, Fax: 91-22-5703327, 
email : jviheadhunting2@vsnl.net, employment alyaum.com, jviprocess@vsn, website: www.daralriyadh.com, www.enritimes.com 


Jobtrack Management Services Pvt. Ltd., 8. Nagree Terrace Soonawala Agiary Marg. Mahim (W), Mumbai — 400 016, #022-24440523 / 24464508, 
Fax: 022 - 24440522, email: jobtrack ? vsnl.com, website: www.jobtrackgroup.net. 


K.S. International, 55-B, Mittal Tower, Nariman Point, Mumbai 400021, 4 2853215/2831334, Fax: 2850756, email : ksinternational ? hotmail.com, 
website: www.ksinternational.com, India/Abroad. 


Kalady Consulting Inc. P O Box — 8496, Powai IIT Post Office, Mumbai - 400 076, 4022-5700750, Fax : 91-22-5704750, email : kal? kaladyinc.com, 
website : www.laladvinc.com, 


Mafoi Management Consultants Pvt. Ltd, Plot No. 24, 1st Floor, Mahal Industrial Estate, Pratap Bright Steels Compound, Off Mahakali Caves Road, 
Andheri (East), Mumbai - 400 093, 4022-26874792 /93 /96 Fax : 26873905, email : mafoimum @ mafoi.com, website : www.mafoi.com. 


Manhunt Enterprises, 126, Vardhaman Markets Premises, Plot - 75, Sec-17, Vashi Navi Mumbai — 400703, #27657012/13, Fax: 27893501/3502, email: 
contact ? manhunt-india.com, website: www.manhunt-india.com. 


Manpower Services India, Workforce Solutions, 4210, Keshava, Bandra-Kurla Complex, Bandra (East), Mumbai — 51, 4022 56688201-04, Fax: 022 
56688205, email: resume? manpower.co.in, website: www,manpower.co.in. 


Manpower Services India, ITeS Divn., No. 402, Baba House, 86, M.V, Road, Andheri (East), Mumbai — 400 093, #022 - 55021065, Fax: 022 - 
55021068, email: itesmumbai 9 manpower.co.in, website: www.manpower.co.in, Placement for Middle/Junior levels, India, Resume by post/email, In- 
dustry: 1. ITES 2. BPO. 


Max Search Consultants Pvt. Ltd., 43099-3100, Wing-C, Oberoi Garden Estate, Off Saki Vihar Road, Chandivali, Andheri (E), Mumbai - 72, 428471181/ 
83/85, email: admin? maxsearchonline.com, website: www.maxsearchonline.com 


Melco Management Consultants, 27, World Trade Centre Arcade, Cuffe Parade, Mumbai 400005, 422184904/22152066/3428/3429, Fax : 22180165, 
email : melcoG bomS.vsnl.net.in, website: www.melcotech.com 


Nitya Placements, C-101, Shruti Park, Kolshet Road, Dhokali, Thane (W) 400607, 425400633, email: nityaplacements € finalegal.com, website: 
betterjobsindia.com, Placement for middle/junior levels, India, Resume by post/email, Contact: Abhay Gadiyar, Industry: multiple. 


Omam Consultants Pvt. Ltd., 116, Solaris, 2, Opposite L & T Gate No 6, Saki Vihar Road, Powai, Andheri (E), Mumbai 400072, # 28571291/28573832, 
Fax: 28573840, email : mumbai2@omamconsultant.com Placement for all levels, India/abroad, Resume by fax/post/courier/email, Contact : Shambavi 
Alva, Industry : multiple 


Oxford Consultants Pvt. Ltd., 302, Lok Centre, Marol Maroshi Road, Andheri (E), Mumbai - 400 059, 4022-28526808/09, email: bombay € oxfordcpl.com, 
website :oxfordcpl.com. 


People One Consulting, IV Floor, Crystal Plaza, New Link Road, Chakala, Andheri(East), Mumbai - 400 099, 4022 - 569 08 012/13/16, 2822 2711/ 
2712/2771, Fax: 022 — 56908015, email : melwyn@people-one.com, website : www.people-one.com. 


Personnel Search Services Pvt. Ltd., 222, Prabhadevi Estate, Veer Savarkar Marg, Prabhadevi, Mumbai 400025, # 4362610, Fax: 4362414, email : 
pharmachem G pssindia.com, Website: www.personnelsearchonline.com 


Planman Consulting, 23, Sangeeta Tagore RoadSanta Cruz (W), Mumbai 400054, 4 6499095/553/6050371, Website: www.planmanConsulting.com 


Pricewaterhousecoopers Trade World, "C" Wing, 9th Floor, Kamala Mills Compound, Senapati Bapat Marg, Lower Parel, Mumbai 400013, # 4970202, 
email : anuradha.challu@in.pweglobal.com, website: www.Indiainitiative.com 


S B Billimoria & Co., Merchant Centre, 76 World Trade Centre, Cuffe Parade, Mumbai 400005, # 22153784 


Sai Krishna Employment Bureau, Kaiser-I-Hind Building, 2nd Floor, Sprott Road, Opp. Grand HotelBallard Estate, Near V.T. Station, Mumbai 400038, 
# 22694066/22613906/22618963, Fax: 2615966, email : nurses (?rightplacement.com 


Sampoorna Computer People, 3" Floor, Sawant House, M.V. Road, Andheri (East), Mumbai 400099, 4 28202200/28206000, Fax: 28203300, Contact 
: Ms. Rajul Doshi, email : mumbai ? sampoorna.com, www.sampoorna.com, 


www.staffavailable.com, 4105, Kamal, Opp. State Bank of Saurastra, C.G. Road, Ahmedabad-380009, 426421647, Fax: 26562083, email: 
jaini net? yahoo.com, website: www.staffavailable.com, Placement for all levels, India/abroad, Resume by post/email, Contact: Paresh Gordhandas, 
Industry: multiple. 
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The Concept, 67, White Hall, Next to Shalimar Hotel, Kemps Corner, 143, August Kranti Marg, Mumbai 400036, # 23674422/23/24, 23618319, 
Fax: 23637031, email : concept@bom3.vsnl.net.in, website: www.theconcept-india.com. 


TMI Network, Ajantha Executive Centre, 2nd Floor, Hotel Ajantha, 8 Juhu Tara Road, Mumbai 400 049, 4022 2660 3161, Fax : 022 26204207, email : 
mahalakshmi.mum € tminetwork.com, website: www.tmi-network.com, Contact : Mahalakshmi Rajagopal. 


United Consultants, 701, Wembley, B-23 Shastrinagar, Andheri (W), Mumbai 400053, # 26317856, Fax: 26324568, email : upclbom @unitedyan.com, 
website : unitedyan.com 


ZodiaAc Group of Consultants, 46, Navketan Industrial Estate, Opp. Onida, Mahakali Caves Road, Andheri (East), Mumbai 400093, # 26907755/56, 
Fax: 256907889, email : contact? zodiaac.com, website: www.zodiaac.com, Placement for all levels. 


PUNE 
A B C Consultants Pvt. Ltd., 301, Sarosh Bhavan, 16-B/1, Dr. Ambedkar Road, Pune 411001, # 020-6134327/6113774, 6119437, Telefax: 6113778, 
email : pune@karmaquest.com, abc.pune] € vsnl.com, Website: www.karmaquest.com, www.abcconsultants.net 


Aristalaos Strategic Solutions Pvt. Ltd. 519, Aurora Towers (East Wing), M.G. Road, Pune - 411 001, #020 4013335, 
email: prince.paul G'aristalaos.com, website; www.aristalaos.com, Placement for Senior/Middle/Junior levels, India, Personal interview/ Resume by post (hard copy/ 
soft copy), Contact: Prince Paul, Industry: Multiple. 

Ascent Management Consultant Pvt. Ltd., 42/A, Abhijeet Apartment, New Abhinav Vidyalaya Road, Ernadwane, Pune, # 5437408/5444214, Telefax: 5444214, 

email : ascentmgt@ip.eth.net, Placement for all levels, India, personal interview/resume by post/email. 

Career Avenues (I) Pvt. Ltd., Office No. 1, 3* Floor, Radiant Arcade, East Street, Camp, Pune — 411001, 426343121/3123/3137, email : careeravp ? rediffmail.com, 

website: www.careeravenues.net, Placement for all levels, India, Personal interview/resume by email, Contact: Jay Srinivas, Industry: multiple. 

Career Reach, MSK Brawn, G-25, Ashoka Mall, Opp. Sun-N-Sand Hotel, Bundgarden Road, Pune - 411 001, #020-4030629, email:msk@career-reach.com, 
website: www.career-reach.com, Placement for all levels, India/abroad, Resume by email , Contact: Mandar Karmarkar, Industry: multiple, Branch: Mumbai / Bangalore. 
Career Placements, 220 Ashoka Centre, Bibwewadi Crossing, Pune Satara Road, Next To Bata Showroom, Pune 411009, 4 4227525, Fax: 4228226, 
email : globejob@vsnl.com, Website: www.careerplacementsindia.com 


Centre For Right Direction, 24, Niyoshi Park-2, Sanghvi Nagar, Anudh, Pune 411007, 4 020-5888757/5880170, Fax: 5888757, email : crd@vsni.com, 
Website: www.crdindia.com, Placement for all levels, Industry : multiple. 

Hitechclub.com (India) Pvt. Ltd, 41117, Building 'M', Parmar Nagar, Phase IV, Fatima Nagar, Pune — 411040, #6816548, Fax : 6816548, 
email : infopune € hitechclub.com, itjobs@hitechclubcom, website : www.hiechclub.com, Placement for all levels, India/abroad, Personal interview/resume by fax/ 
post/email, Industry : multiple. 

Kriya Management Consultants Pvt. Ltd., H-1, Shinde Garden, Ayodhya Nagari, Bhau Patil Road, Bopodi, Pune — 411 003, 4020-25819881/2/ 
56217910, Fax: 020-25819881, email: kriyagrup@vsnl.net, website: kriyagroup.com, Placement for all levels, India/abroad, Resume by post/email , 
Contact: Mr. N. Krishnamurthy, Industry: multiple. 

Mafoi Management Consultants Pvt. Ltd, 4th Floor,"Godrej Avanti “401 Shankar Sheth Road, Pune - 411042  4020-6435680, Fax : 020-6435689, 
email : mafoipune ? mafoi.com, website : www.mafoi.com, Placement for senior levels, Industry : multiple. 


Man-Hunt Consultants, 363/1, Castle Plaza, Opposite Jangli Maharaj Temple, Near NCR Hotel, Shivaji Nagar, Annashaeb Awate Road, Pune 411005, 
# 4012795, Telefax: 5536388/7460, email : pentagon! G vsnl.com, website: www.business.vsnl.com/jitu 


Omam Consultants Pvt. Ltd., Flat No 314, Building No 16, Mire Society, Shanker Shet Road, Pune 411037, 4 646964-5, Fax: 6348034, email : 
omampune € pn2. vsnl.net.in 


Options Management Group, #301, Karnik Corner, 3^ Floor, CEO-Options Management Group, 1263/4A, Deccan Jim Khanna, J.M. Road, Pune - 
411004, 430900247, 56213961, email: info optionsexecutivesearch.com, Placement for senior/middle levels, India/abroad, Personal interview/resume 
by email, Contact: Mr. Ranjit Savant, Industry: Multiple, Branch office: Mumbai. 


Oxford Consultants Pvt. Ltd., Subjeev Business Centre, 29 East Street, Galleria, 2421, East Street, Pune 411001, #020-4014450 / 6351080 / 6340398, 
email : pune ? oxfordcpl.com, Website: www.oxfordcpl.com, Contact : Mr. Sameer Gharkar. 


People One Consulting, Vrindavan, Flat No. 3, F.P. No. 3344335 Sangamwadi, North Main Road, Koregaon Park, Pune 411 001, # 020 — 26139668/ 
26139669, email : harsh? people-one.com, website : www.peole-one.com, Placement for all levels, India/abroad, Contact : Harshawardhan Bhave, 
Industry : multiple. 


Pride Systems & Services, 'Ammu Villa’, Plot No. 7, S.No. 82, Dhanorie Road, Vishrantwadi, Pune-411015, #020-27170693, Fax: 020-27170693, 
email: rajnambiar€ vsnl.net, Placement for all levels, India, Resume by email, Contact: Rajnambiar, Industry: multiple. 


Resource Management Consultants, #4, 2™ Floor, Lulla Building, 41/A, Gurunanak Nagar, Off Shankar Seth Road, Pune — 411 042, #020 6434148/ 
6434152, email: pune @resourceindia.com, Website: www.resourceindia.com 


S P. Consultants, E-3/14, Salunke Vihar, Pune 411022, # 020-6853093, Fax: 6853093, email : pavannairG vsnl.net, Website: www.spconsultats.com, 
Placement for all levels, India/abroad, Resume by post/email, Contact : Col. Pavan Nair, Placement for all levels, Industry : Engineering/IT/ Finance/ HR. 


Tmi-Network, Plot No 9, Akshay Survey No 23 B, Erandwane, Patwardhan Bang, Pune 411004, Telefax: 6337630, email : tmipun@satyam.net.in, 
website: www.tmi-network.com 


Q1 


_ 
— 
— 


rf 


EA 


OO Ion) 


Job quotas? Affirmative! 





HE United Progressive Alliance (UPA) govern- 
ment has a Group of Ministers (GOM) study- 
ing affirmative action in the private sector. 





Notice the choice of expression — affirmative | 


action rather than reservation. The latter is a 


subset of the former. Notice also the qualifier, private sec- 


tor. The government is, or should be, irrelevant. Of the 400 
million labour force, only 20 million works for the govern- 
ment. The rest is in the private sector. Nor should one for- 
get that more than 55 per cent of Indias workforce reports 
itself as self-employed. 

Employment is indeed an issue and employment gen- 
eration must be in the private sector, including employ- 
ment for scheduled castes and scheduled tribes (SC/ST). 
However, in the unorganised 
sector, we can enforce nothing. 
So, by the private sector, the 
GOM can only mean the 10 
million who work in the organ- 
ised sector. 

Notice also that the GOM 
hasn't been talking about 
reservations in private educa- 
tional institutions or hospitals 
or even procurement prac- 
tices. Ithas jobs in mind. India’s 
SC/ST labour force is around 
100 million. Even if all the 10 
million organised private sec- 
tor jobs are reserved for SC/ST, 
will that help? 

The minister for social jus- 
tice and empowerment, Meira 
Kumar, has already reported 
the GOMs activities to the Rajya Sabha, while the ministe- 
rial body has written letters to 218 industry and trade or- 


ganisations, suggesting voluntary reservations. That, in | 


the GOM's view, is the difference between affirmative 
action and reservations. There won't be a law that com- 
pels job reservations. Instead, the private sector will be 
voluntarily asked to offer jobs to SC/ST. 

Such moral pressure isn't new. In many parts of India, 





| merit and constrain efficiency. If that is the case, then we 





should oppose all reservations — reservations for small- 
scale industry, for domestic manufacturing in FDI deci- 
sions, de facto reservations when Cabinets or national 
sports teams are formed, de jure reservations for women 
or for SC/ST in the government sector. Surely these im- 
plied inefficiencies also impact efficient functioning of 
the organised private sector? 

Unfortunately, the lobbies like Federation of Indian 


_ Chambers of Commerce and Industry (FICCI) and Con- 


The Group of Ministers on 
affirmative action has written 
to industry bodies suggesting 

voluntary reservation 





federation of Indian Industry (CII) haven't distinguished 
themselves by opposing such reservations. Therefore, the 
merit-versus-efficiency argument needs to be taken with 
a pinch of salt. Reservations are opposed not on principle, 
but only when they affect cer- 
tain interest groups. 

Besides, the assumption 
that all decisions now are taken 
on merit is palpably false. 
On the SC/ST issue alone, 
there is enough evidence of 
discrimination in land, labour 
and capital markets — and 
when it involves law and order 
issues. This is specially so in the 
case of rural India. Contrary to 
the popular notion, affirmative 
action is not about righting 
historical wrongs. It is more 
about neutralising today's 
negative discrimination. Any- 
one who denies that negative 
discrimination exists doesn't 
know India, or is deliberately 


| ignoring the reality. 


Negative discrimination is not an issue for private in- 
dustry alone; it is India’s problem. There is empirical 


_ evidence that the scheduled castes and scheduled tribes 


have suffered not merely in income growth, but in access 


_ to education, health and justice. And the lacklustre rural 
_ growth in the 1990s has compounded the problem since a 


investors are gently persuaded to employ locals. But | 


persuasion has no legal or Constitutional validity. And if | 


the emphasis is on voluntary compliance, why have a | 
| failed to grasp the broader problem. But in opposing 
Private industry is up in arms. Its argument is that the | 


GOM in the first place? 


organised sector labour markets are already rigid and im- 
posing job quotas, voluntary or otherwise, would put a 
crimp in its ability to compete. As arguments go, this is 
fine but the truth, however, is more complicated. First, 
let's accept the conceptual point that all reservations are 
inefficient because they prevent recruitment based on 


majority of this segment are landless agricultural labour- 
ers. This feeds into a sense of alienation. 

Reservations though are not the answer. In pushing 
for job reservations, voluntary or involuntary, the UPA has 


reservations, so has private organised industry. It has 
come up with an alternative — it will provide the skills 
that will enable the disadvantaged sections to get jobs! 

As with the proposed Employment Guarantee Act, we 
may end up with a law that will provide for reservations in 
the private sector, simply because it seems the right thing 
to do. But the broader problem will remain. £ 
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AST year, we had brought out the first Businessworld Mega 
B-School Guide. As I had written in my letter in the first edition, it 
was designed to be the only tool any student would need once he 
had decided to go in for a business management degree, be it 
Indian or global. The Mega B-School Guide was a sort of Swiss Army Knife 
designed specifically to help students crack open the world of B-schools. 


I dislike the phrase 'new, improved' but it also happens to be the most 
appropriate way to describe the second edition of the Mega B-School 


Guide. The second edition retains everything the first edition contained — : 


and builds on it. This year we have tied up with The Princeton Review, the 
world leaders in test preparation, to substantially strengthen our test prep 
section. They have brought their proven expertise to both the GMAT and 
the Indian management tests. 


To make the job of selecting an Indian B-school easier, we have included 
the Cosmode-Businessworld survey on the best B-schools in the country. 
This is the most objective survey in India. We have also included new arti- 
cles — one of them details tips on getting into Harvard, written by a suc- 
cessful candidate. This is, of course, apart from all the things that were 
there in the first edition — interviews with deans, campus reports, financ- 
ing options, separate directories for Indian and foreign B-schools, et al. 


Project editor Navjit Singh Gill and the core project team of Neelima 


Mahajan, Dev Dutt Das and Aarti Kothari spent several months reviewing | 


and enhancing the content of the first edition. They have ensured that you 
have the most up-to-date and relevant content in your hands. 


Best of luck for your B-school journey from the entire BW team. 


(Prosenjit Datta) 


Businessworld 





RELEASED IN MAY 2004 


Chief Editor 
Aveek Sarkar 


Editor 
Tony Joseph 


Executive Editor 
Prosenjit Datta 


Project Editor 
Navjit Gill 


Editorial Team 

Neelima Mahajan, Aarti Kothari, 
Dev Dutt Das, Amee Misra, Chitra 
Narayanan, Padma Damodaran 


Designed by 
Anoop Kamath/Dharana 


Colour Consultant for Cover 
Latika Khosla 


Editorial Office 

2nd Floor, Express Building, 

9-10, Bahadur Shah Zafar Marg, 
New Delhi 110 002 

Phone: 23702170-79; Fax: 23702062 


B-2/C-2, Paragon Condominium 
Association, P. Budhkar Marg, 
(Opp. Century Mills), Worli, 
Mumbai 400 013 

Phone: 24962587-94; Fax 24962596 


Advertisement/Circulation/ 
subscription enquiries 

2nd Floor, Express Building, 

9-10, Bahadur Shah Zafar Marg, 
New Delhi 110 002 

Phone: 23702170-79; Fax: 23702061 


B-2/C-2, Paragon Condominium 
Association, P. Budhkar Marg, 
(Opp. Century Mills), Worli, 
Mumbai 400 013 

Phone: 24962587-94; Fax: 24962597 


Head Office & Regd. Office 

ABP Pvt Limited 

6, Prafulla Sarkar Street, Kolkata 700 001 
Phone: 22378000, 22374880 


267 B, Royapettah High Road, 
Chennai 600 014 

Phone: 28131278, 28131279, 28131286 
Fax: 28131502 


Bangalore 
No.14, State Bank of India Road, 4th Floor 


Bangalore 560 001 
Phone: 5588127, 5588928; Fax: 5596294 


Phone: 23317147: Fax: 23307454 
Printed at Swapna Printing Works Pvt. Ltd., 52 


Kolkata 700001, by Bijit Kumar Basu on behalf 
of ABP Pvt. Ltd. 





First we identify the cream. Then we help it rise to the top 


Ld 
* HEP ~ 





For achievers destined to occupy the corner office, the climb begins withour Behind SIBM's undisputed sway in the world of management education is 
MBA programmes. For 25 glorious years SIBM has been the launch pad for — an excellent course content, the upper crust of highly dedicated faculty and 
management graduates aspiring for brilliance in the corporate firmament. — facilities which compare with the best in the world. A unique education 
Every subsequent batch has consistently produced corporate captains with model balancing unwavering career focus with holistic self development. A 
an illustrious track record. Giving SIBM an enviable reputation of becoming gate way for ambitious minds to walk tall through the corporate arena 


the nation's acknowledged nursery of corporate grey matter. 


* Ranked 6th by Business Today (Oct. 03 issue) * Rated amongst the ‘Top 10' by Business World, 'B - school’ issue (April 2003) 
* Economic Times (December 2002) * Business Baron (December 2002) ( Recruiters' perception) 


SIBM - 25 years of nurturing illustrious management careers. 


Prof. Arun Mudbidri, Director, SIBM 





| mtem geen à 


Symbiosis Institute of Business Management (SIBM) 
(Constituent of Symbiosis International Educational Centre (SIEC), Deemed University) 
Senapati Bapat Road, Pune-411 004, India * Tel: +91-20-25654626* Fax: +91-20-25659499 * sibm(@ysni.com 





www.sibm.edu 


The true picture about the IIM fee-cut and 
the whittling down of management exams to 
five. And how it affects MBA aspirants. 


~~ HRD minister Murli Manohar Joshi 





STUDYING IN INDIA 


12 / Cosmode-BW Rankings 


The first ever Cosmode-BW survey shows that there is a 
3-tier hierarchy of Indian B-schools 


26 / Shortlisting a B-school 
A framework that will help you select the right B-school 


36 / Self-assessment Quiz 
Find out if you are ready for management education 


TEST PREP & RESOURCES 


64 / Bagging the CAT 

66 / Study Planner 

70 / Lexical Gymnastics 

16 / A Guide to Word Roots 

82 / The Tested Way to Success in CAT Math 
88 / An Introduction to Data Interpretation 
94 / Raising Your General Awareness Quotient 
96 / Puzzles 

100 / GK Test 

102 / Fact File 

106 / Interview Traps 

108 / Interview Strategies 

114 / The Big Deal About Personality 

116 / Group Discussions 

120 / How to Tackle Non-CAT Tests 

122 / The Princeton Review Sample Cat 


LISTINGS 


138 / Fact Sheets 
152 / Directory 


37 / Scholarships 
A sampling of the financial aid options available at 
some of India's top schools 


48 / BBA 


Is it a good idea to do your bachelor's in management 
before sitting for the big 'C'? 


94 / Professional Coaching 
Do you really need it? 


99 / Serial Test-taker 
Some exam advice from a guy who has tried again and 
again and, well, again 


62 / Destressing 
Successful test-takers talk about how they chilled out 
during prep time 


CAMPUS REPORTS 


22 / \iM-B 
28 / MDI 
38 / 158 
44 / NITE 


DEAN INTERVIEWS 


24 / IRMA 
30 / !IM-C 
34 / FMS 
42 / \iM-B 
43 / XLRI 
48 / !!M-K 
50 / SPJIMR 
58 / IMI 


EAST S 
EE Fr 
$ a: A 4" xij mx 





CONTRIBUTIONS: The Princeton Review Team Aradhana Khaitan Mahna, Vivek Pandit, Mansoor Agha, R.S. Vijay, Dhruv Chak, Natasha Gayari, Rachna Khandelwal, Sanjeev Malhotra, Prashant Sehgal 





STUDYING ABROAD 


164 / John Fernandes Interview 
The CEO of the global accrediting agency AACSB on what 
accreditation tells you about a global B-school 


168 / Fact and Fiction 
Vijaya Khandavilli, USEFI's educational advisor, busts some 
myths about pursuing a global MBA 


174 / The Seven-step Selection Guide 

Poojha Daryanani, educational counsellor and Yale alum- 
nus, on how to look beyond the obvious when you select a 
B-school 


179 / Get the Max from your MBA 
Pritam Doshi, a Chicago GSB alumnus, on how to make the 
MBA experience count for a lifetime 


188 / The B-School Reality Quiz 
How much do you know about a global MBA? Find out 


194 / Mission Harvard 
You don't necessarily need a legacy to get into Harvard, says 
Ganesh Rengaswamy, a successful Harvard applicant 





A . Fr. 
La " "(o a - 
| "d : PP — 
y. co Q 1 an 


CAMPUS REPORTS 


170 / LBS 

180 / Chicago GSB 
190 / Carnegie Mellon 
198 / AIM 


INTERVIEWS 


172 / Kellogg GSM 

176 / Anderson School at UCLA 
184 / Stanford GSB 

196 / IMD 

204 / Wharton 

214 / Said Business School 





202 / Write a Winning Essay 
UCLA alumnus Ashish Kotecha on how to write the most 
effective essay 


207 / Price of Entry 
The real cost of a global MBA 


208 / Application Makers and Breakers 


How to make your application stand out 


212 / Application Gameplan 
Are you an early bird or a laggard? Doesn't matter. We have 
tailor-made strategies for either personality type 


216 / Financing Your MBA 


The ways and means of funding your $100K education 


218 / Visa Power 


Demian Smith, vice consul US embassy, takes your FAQs 


220 / Survival Tips 


Students tell you how to survive in an alien land 


222 / Highlights 


Memorable moments in the MBA years of four students 


TEST PREP & RESOURCES 


224 / All About the GMAT 
221 / Write Your Wa: 
228 / Rules of Usage 
229 / Betting the Math Right 

231 / Dealing with Data Sufficiency Problems 
232 / Sample GMAT English Questions 

236 / Sample GMAT Math Questions 

240 / Useful Links to A Wealth of Informatio 


Ihraueh AWI 


LISTINGS 
242 / Fact Sheets 
258 / Directory 





Take a small bite for a 
BiG FiLL 


STUDENT ADVISORY SERVICES 






SCHOLARSHIPS 
TEST PREPERATIONS 
TESTIMONIALS 
EVENTS 
ESSENTIALS 
FINANCIAL AID 
VISA APPLICATION 
INTERACTIVE 

ADMISSIONS 


Ready to Go? Magazine a pioneer on study abroad options has all the ingredients for a fulfilling and 
satisfying study abroad experience. The magazine, a unique blend of academic information and 
inspiration, is celebrating its first anniversary by giving out Rs. 1 Crore worth of scholarships. Try 
our anniversary special. Take a small bite for a Big Fill & Rs. 50 per copy and fulfil your appetite for 
study abroad in the simplest way. Bon appétit ! 






tó Go? 


Magazine 
MACHINO MEDIA PVT LTD 


Head Office: AIO New Friends Colony, New Delhi 1 10 065, Ph.:(011) 3580 0795 
Marketing & Sales office: Apeejay Business Centre, Apeejay House, 3 Dinshaw Vachha Road, Church Gate, Mumbai 400 020, Ph.:(022) 3298 2288 
International Support Office : Jindal House, 8A Alipore Road, Kolkata 700 027, Ph.:(033) 2456 7240 
To Subscribe, E-mail us at : support@iamreadytogo.com 


www.iamreadytogo.com 


| AVAILABLE AT ALL NEWS STANDS AND BOOK STORES || 


| 





INDIA'S FIRST INTERACTIVE MAGAZINE FOR STUDY ABROAD 


Businessworld 





GUIDE TO 


INDIAN 
B-SCHOOLS 








Lr fie 
Ai me Do HN d 


— 
j d 
$ ; 
a Li 
$ 
Pt, 





Beat the competition. This is where you can learn all the smart strategies 
that will get you into your dream school. 





HIS has been the year of uncertainty for MBA hopefuls. First 
the much feared and respected CAT came under the scan- 
ner. Then there was talk of whittling down the number of 
MBA entrance exams to a grand total of one. And finally, fees 
at IIMs were cut drastically by the government, triggering 
speculation that management education could become 


dirt cheap even in private schools. 

As you will learn in your MBA class, uncertainty isn't 
necessarily a bad thing. The best way to manage it is to get 
as much information as you can about expected events — 
and then decide on a course of action. This article will help 
you do just that. 

Let's start by clearing up the confusion about the num- 
ber of tests. According to an official spokesperson at the 
ministry of human resource development, the decision on 
the single test has not been taken yet. But he doesn't rule 
out the possibility of a single test in the future. 

That should save future test-takers a lot of time and 
effort. And money. The director of a leading B-school 
favours the move to one test simply because "tests have 
become a money-making business for institutes". 

Pritam Singh, director of MDI, has been a long-time 
proponent of one test. He feels a single test could also bring 
other unforeseen benefits. "We can look at it as a 
test for all Asian schools, and there can also be a 
conversion to GMAT that can be worked out." If 
the single test is conducted year round, like the 
GMAT, it will give students a lot of flexibility. 

The move to one test, however, isn't going to 
be either quick or easy. "It will involve a lot of 
logistical problems," says Bakul Dholakia, director 
of IIM-A. 

According to Devi Singh, director of IIM-L and 
a member of the committee that is going to look at 
rationalising the number of management tests in 
the country, the government has sent out a circular 
saying that from this year there will be just five 
tests: CAT, XAT, ATMA, MAT and JMET. So, if you 
are planning to take any of these, you can rest easy. 

But what happens if you want to apply to an 
FMS or an IIFT? That is going to be tricky. "We are 


not reacting right now. We are hoping that all this will be 
reversed after the elections. We are a specialised institute 
and aligning with CAT will not serve our testing purpose," 
says the programme director of a leading specialised MBA 
programme in Delhi. In other words: you will have to wait 
and watch. Though B-schools are supposed to migrate to 
one of the five tests approved by the government, there is 
no telling if all of them will do so. (Keep checking the web- 
sites of these B-schools.) 

There are also a number of tests that various state gov- 
ernments conduct. Since the state governments don't have 
to kow-tow the central government's line, they could decide 
to continue with these tests. "The state governments will 
continue with their tests, though they will have the option 
of coming under one of these tests," says Devi Singh. 

Oh, and all that talk about doing away with the GD and 
interview... well, the government spokesperson says cate- 





A. Sudhakar, HR head-Dabur, doesn't believe that there will be any 
immediate impact on the quality of education at the IIMs 
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gorically that there has been no decision to change the 
selection process (GDs and interviews) at the IIMs. So don't 
even think about dragging your heels on the interview prep. 

Now, the matter of the lower fees. So far, only the IIMs 
have been asked to reduce fees (even that decision is being 
challenged by some of the IIMs). There is a possibility that 
the government — especially if Murli Manohar Joshi comes 
back to the HRD ministry after the elections — may soon 
turn its attention to the fees at all institutes approved by 
the AICTE (All India Council for Technical Education). The 
government spokesperson confirms that they are thinking 
about cutting fees in private B-schools in line with a 
Supreme Court order in the TMA Pai case, which called for 
'reasonable' fees. 

There is going to be plenty of opposition to any such 
move. V. Panduranga Rao, director of ICFAI Business 
School, says: "You can't compare the IIMs and the other pri- 
vate schools. The IIMs get a government grant. So the effec- 
tive fee per student is much higher than Rs 30,000 per year. 
If the private schools are allowed to charge only Rs 40,000, 
how will they conduct the course?" (see 'Needed: A Crash 
Course in Math’). If the government insists on slashing fees, 
Rao says his B-school will go to court. Some schools may 
simply opt out of the AICTE system. The organisation has a 
huge credibility problem and is, in any case, becoming 
increasingly irrelevant. A 2003 BW-Executive Edge survey of 
India's top recruiters showed that 64% of them felt that the 
approval/accreditation AICTE grants is not important. 

But what about the quality of education at India's pre- 


Needed: A Crash Course In Math 


AICTE lays down the minimum norms that an institute must conform to. If you tot up 
the costs of providing education at the bare minimum level, they come up to four 











Murli Manohar Joshi: The HRD minister has introduced 
B-school hopefuls to the concept of ‘uncertainty’ 


mier management institutes? Won't that drop if the gov- 
ernment starts interfering in their functioning? It may, but 
few recruiters believe that the quality will be affected in 
the next few years. And you will have graduated by then. 
“Ultimately it is the process through which institutes take 
the students. That is not going to be 
diluted — the exam may actually 
become more competitive,” says A. 
Sudhakar, vice-president (HR) at Dabur. 

If you really think about it, all these 
changes have a positive spin. A more 














times more than Rs 30,000 a year: : 
secure CAT is good news for all honest 
COST HEAD MINIMUM STIPULATION ANNUAL CHARGE test-takers. Even the computer-based 
FACULTY GMAT and GRE are not cheat-proof. A 
Teaching staff 7 members at Rs 3.5 lakh each Rs 24.5 lakh couple of years back, the GRE was sus- 
ADMINISTRATION pended in four countries after investiga- 
Staff 20 members at Rs 1.5 lakh each Rs 15 lakh tions showed that cheating was rampant. 
INFRASTRUCTURE Ranjit Don has ensured that examiners 
Library 100 new titles les plus 30 journals Rs 2.1 lakh* will be doubly careful in the future. 
SEPRE E S ESE — etre XR Fewer exams will be easier on your 
—— — — 20 T s accessible for for i hs y aday — „Rs 1.5 lakh* pocket — and your mind. Lower fees are, 
Maintenance 2,000 sq. mtrs and 3,319 sq ft" Rs 15 lakh* of course, always a good idea. And if you 
(Land and building) m RS think you are not getting the facilities 
Teaching aids Four r OHPS, ‘one 35-mm slide projector - Rs 50,000* you need, take a leaf out of FMS’ book. 
and one VCR with monitor and accessories The students at Delhi University's 
OTHER OVERHEADS Faculty of Management Studies have 
Power, telephone, always lived with lower fees. They con- 
stationery, study tribute generously through their student 
material etc. Rs 10 lakh body (called Management Science 








AVERAGE COST PER STUDENT (í 


* Recurring cost only (without considering initial investment) 
** Land and minimum constructed area, respectively 


source: B-school estimate 


Association) to ensure better facilities 
for the school. 

The past year has taught everybody a 
valuable management lesson — it is best 
to embrace change. = 


Rs 1.14 lakh 


DINESH KRISHNAN 





Slotting Ihe Schools 


The 2003 Cosmode-BW ranking shows that Indian B-schools can 


be divided into three tiers 


_ HE 2003 Cosmode-BW survey shows that faculty 
is the No. 1 factor that separates a top school from 
the rest. And there is a very strong caste system in 
Indian management education. The survey helps 
you identify the Brahmins, or the B-schools, that 
are trying to create knowledge. These are the Top 15 B- 
schools in our ranking — like the older IIMs and XLRI that 
do quite well when it comes to teaching, research, publica- 
tion and consulting. 

All four attributes are necessary for building world-class 
academic institutions. "Research — with its impact on 
industry and society — counts for a lot in worldwide rank- 
ings, which ISB (Indian School of Business) is aiming for," 
says Pramath Sinha, principal, McKinsey & Co. and the 
founding dean of ISB (the school is yet to participate in any 
ranking exercise). 

The next 25 schools on our list make up the second tier. 
They fall short on one or more of the above mentioned 
parameters. The rest of the B-schools in the Top 100 are part 
of the third tier: most of them are primarily teaching 
schools, with almost non-existent research capabilities. 

The survey findings prove that faculty and research out- 
put is the key differentiator between the three tiers. On 
average, tier I B-schools have 50 full-time faculty, tier II 
have only 24 and the rest 17. When it comes to percentage 
of faculty who have a doctorate, the respective figures are 
7396, 4796 and 3596. 

This trend is faithfully mirrored in the average number 
of books published as well as the number of papers pub- 
lished in refereed journals (see ‘The Faculty Factor’). 

That faculty makes the difference can also be seen from 
a stark comparison between IIM-Indore and IIM- 
Kozikhode. IIM-Indore has slipped to 23 from seven in 
Cosmodes last survey, while IIM-Kozikhode has managed 
to hang on among the Top 15. 





IIM-Indore lost out on the faculty parameter. The score- 
line — IIM-Kozikhode full-time faculty: 24. IIM-Indore: 17. 
The former also had three books and 14 papers in refereed 
journals as against one book and 3 papers from IIM-Indore. 

A Cosmode estimate shows that Indian B-schools have 
3,600 Ph.D.s in all. What they really need are 11,000. The gap 
is not going to be closed anytime soon: the Top 100 B- 
schools produce around 110 doctorates annually while an 
additional 20-24 come from overseas every year. 

"We want to increase our faculty and some good people 
are not willing to come to Kolkata. We need people in mar- 
keting, organisational behaviour and HR," says B.N. 
Srivastava, former dean of IIM-Calcutta. 

Prakash Apte, the director of IIM-Bangalore, says the B- 
school is finding it tough getting the right kind of faculty in 
areas like HR and marketing. 

What the best B-schools want today is faculty who aren't 
fixated on teaching — a research-orientation is a must. How 
IIM-Ahmedabad is attempting to bring in a research orien- 
tation provides some important cues to the future of man- 
agement education in India. 

"To retain our competitive edge, we have to continu- 
ously look for contextual and relevant teaching material. 
That means we look for the best faculty that does research, 
and that too, faculty with international exposure," says 
Bakul Dholakia, director of IIM-Ahmedabad. 

It won't be easy. Tarun Khanna, a Harvard Business 
School professor who has written a case on the globalisa- 
tion of Harvard, says research is the most important feature 
of a global B-school. "This (a research core) then translates 
into excellence in teaching and great students as well as 
other virtuous cycles." Khanna points out bluntly that IIM- 
Ahmedabad has no reputation for research. "Indian B- 
schools are still in the dissemination mode." 

Hopefully, that will change soon. a 


The Faculty Factor 


Full-time Average no. 26 of faculty 

faculty of faculty with Ph.D 

Top 15 755 50.33 72.85 
Next 25 611 24.44 46.97 
Rest 60 995 16.58 34.57 
Total 2,361 23.61 50.02 


Average no. of Average no. of Average MDP & 
published books published papers consultancy 
per school per school revenue (Rs lakh) 
11.53 35.00 — — 31284 
3.28 9.56 — à 1 4238 

1.08 3.57 |. 649 

3.20 9.78 61.42 
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è Unique pedagogy recognized by the indusiry è Siralegic parinersnips 
across the world e Programs in accordance with giobally changing scenario 
e Thrust on continuous development of communication and interpersonal 
SKIS @ Strong inkages with industry resulting in almost 100% Placements 

e Research opportunities leading to award of PhD e 256 kbps dedicated 2 
hr Internet lease-line e Air-conditioned lecture halls and labs e Separate 
hostels for boys and girls e Scholarships for PGDM candidates from 


Engineering and Pharmacy backgrounds 


Hindustan Lever, Wipro, Lovelock & Lewis, Lemur (UK) Universal Software 
USA), Dabur. Glaxo, Hero Motors, Reliance, ICICI, Nestle, ITC, Coca Cola 
ABC Communication (Aus), American Express Bank, TOI, BHEL, Gestetner 
(UAE). india Today, Indian Oil, LAT, LG. Maruti, Microsoft. NTPC, P&G, Star 
TV, Wyeth, Standard Chartered Bank etc 


Candidates qualifying CAT, MAT, ATMA or any other national test are called for 
group discussion and personali interview on specified dates. The candidate 
should pay Rs 600 (US$ 30 in case of international candidate) through mail or 
in person to obtain Inmantec application form and prospectus. Application form 
is available at website also. Further details can be obtained from Admission 
:Dordinator at following address 
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Campus Snapshots 





EASTERN AND CENTRAL INDIA 
1) Indian Institute of Management-Calcutta (3) 
2) Xavier Labour Relations Institute, Jamshedpur (7) 
3) Xavier Institute of Management, Bhubaneswar (15) 
4) Indian Institute of Management-Indore (23) 
5) Regional College of Management, Bhubaneswar (15) 


SOUTHERN INDIA 
1) Indian Institute of Management-Bangalore (2) 
2) Indian Institute of Management-Kozikhode (11) 
3) ICFAI Business School, Hyderabad (12) 
4) T.A. Pai Management Institute, Manipal (22) 
B. Loyola Inst. of Business Administration, Chennai (31) 








Rank 


B-school 
Indian Institute of Management- 
Ahmedabad 


Indian Institute of Management- 
Bangalore 


Indian Institute of Management- 
Calcutta 


Indian Institute of Management- 
Lucknow 


National Institute of Industrial 
Engineering, Mumbai 


Management Development Institute, 


Gurgaon 


Xavier Labour Relations Institute, 
Jamshedpur 


S.P. Jain Institute of Management & 


Research, Mumbai 


Faculty of Management Studies, University 


of Dethi 


Shailesh J. Mehta School of Management- 


IIT-Bombay 


the [OP 10 in 2003 


To D 5 B-schools By Region 


1) Indian Institute of Management-Lucknow (4) 


2) 
3) 
4) 
5) 


Management Development Institute, Gurgaon (6) 
Faculty of Management Studies, Delhi University (9) 
University Business School, Chandigarh (13) 

Dept of Mgmt Studies, IIT-Delhi (14) 


Total (1,000) 











Rank 


. Indian Institute of Management-Ahmedabad (1) 

; National Institute of Industrial Engg, Mumbai (5) 

. SP. Jain Institute of Mgmt & Research, Mumbai (8) 
Shailesh J. Mehta School of Mgmt, IIT-Bombay (10) 
Institute of Rural Management, Anand (17) 








If Recru ite FS Ranked Them 


B-school 
Indian Institute of Management- 
Ahmedabad (1) 


Indian Institute of Management- 
Lucknow (4) 


Indian Institute of Management- 
Bangalore (2) 


Indian Institute of Management- 
Calcutta (3) 


Xavier Labour Relations Institute, 


Jamshedpur (7) 


Shailesh J. Melita School of Management, 


IIT-Bombay (10) 


Management Development Institute, 


Gurgaon (8) 


National Institute of Industrial 
Engineering, Mumbai (5) 


S.P. Jain Institute of Management & 


Research, Mumbai (B) 


Indian Institute of Management- 
Kozikhode (11) 








Total (360) 





Highest Cost or Edu Cation 


Cost (Rs) 


Rank B-school 


1) Kirloskar Institute of Advanced 
^ Management Studies, Harihar (51) 


2 International Management Institute, 
J New Delhi (19) 


3. ICFAI Business School, 
/ Hyderabad (12) 


4 Institute of Management Technology, 
A^ Ghaziabad (21) 


4) NIILM Centre for Management Studies, 
^ New Delhi (29) 


6 Management Development Institute, 
J Gurgaon (6) 


1 T.A. Pai Management Institute, 
J Manipal (22) 


8) Fore School of Management, 
"^ New Delhi (25) 


9 Institute for Technology and Management, 
'/ Bangalore (95) 


Symbiosis Institute of Business 
Management, Pune (26) 


ost FOFEION Piacements 


Students 


B-school placed (intl) 


1 Shailesh J. Mehta School of Mgmt, 
'/ MWT-Bombay (10) 


2) Indian Institute of Management- 36 
/ Ahmedabad (1) 


Indian Institute of Management- 


10 


3) Bangalore (2) 18 
Fore School of Management, 12 
4) New Delhi (25) 
National Institute of Industrial 1 
5) Engineering, Mumbai (5) 
Indian Institute of Foreign Trade, 7 
6) New Delhi (18) 
Symbiosis Institute of Business 12 
1) Management, Pune (26) 
Faculty of Mgmt Studies, University 6 
8) ot Delhi, Delhi (9) 
University Business School, 8 
9) Chandigarh (13) 
Symbiosis Institute of International 6 
10) Business, Pune (60) 
B-school 
ICFAI Business School, Hyderabad 
University Business School, Chandigarh 


Note: Figures in parentheses indicate 2003 Top 100 ranks 








Outgoing 
batch 














Highest Starting Salaries 


Avg. domestic 
B-school salary (Rs) 
Xavier Labour Relations Institute, 
Jamshedpur (7) 
S.P. Jain Institute of Management & 
Research, Mumbai (8) 


Indian Institute of Management- 
Ahmedabad (1) 


Indian Institute of Management- 
Calcutta (3) 

Indian Institute of Management- 
Lucknow (4) 

Indian Institute of Management- 
Bangalore (2) 

Management Development Institute, 
Gurgaon (8) 

Shailesh J. Mehta School of Management, 
IIT- Bombay (10) 

Indian Institute of Management- 
Indore (23) 


Indian Institute of Management- 
Kozikhode (11) 





Best NEW schools 


B-school Age in years Total (1000) 
Shailesh J. Mehta School of Mgmt, 
IIT-Bombay (10) d 
Indian Institute of Management- 
Kozikhode (11) 7 
ICFAI Business School, 
Hyderabad (12) 8 
Dept of Mgmt Studies, 
IIT-Delhi(14) 6 
Lal Bahadur Shastri Institute of 
Management, New Delhi (16) 8 
Goa Institute of Management, 10 
Goa (20) 
indian Institute of Management- 1 
Indore (23) 
Nirma Institute of Modern 1 
Management, Ahmedabad (24) 
Indian Institute of Modern 5 
Management, Pune (28) 
NIILM Centre of Management 1 
Studies, New Delhi (29) 





Rank 2000 Rank 2002 
31 12 
56 25 
23 4 
82 19 





*While quite a few IIM-A students do get top dollar when they graduate, the average (mean) domestic salary shows a different picture 
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Cosmode-BW TOP 100 


Academic Academic Programme Industry aoe ws: Grand 
facilities expenditure Faculty Programmes Admission delivery Placement interface innovation total 
Rank B-School (00 29 . qu) X Gn . Gn 0s | Goo . (100) (90 (1,000) 
Indian Institute of Management- op 
1) eee 8123 — 1852 158.69 3500 4058 — 5000 27201 9000 7133 IAT 
2, Indian institute of Management- — soo — ci 144.55 — 4500 — 4062 — 8000 25528 90.00 7233 90930 
' Bangalore A 
3, Indian Institute of Management- — 541,  &34 140.56 — 4500 — 4075 70.00 25006 93500 7100 79882 
^ Calcutta y 
4; Indian Institute of Management- 3607 — i138, 129.10 35.00 4072 65.00 24829 10000 7100 71902 
-^ Lucknow DUM 
National Institute of Industrial | iS 
5) aaie Masi 15.84 — 134 138.37 4500. 3186 — 7000 — 22631 — 9000 — 7500 — 786.12 
Management Development | 
JI 1428 1232 14585 4000 4047 4100 23340 9194 7300 75825 
Xavier Labour Relations Institute, 
y 7190 1880 11445 4000 4057 6200 25408 8200 61.00 750,79 
S.P. Jain Institute of Mgmt & " 1 
Jp 9-9 69.82 1547 97.90 4000 4064 86000 25329 7855 60.00 mas 
g, Faculty ef Mgmt Studies, 65.74 — 2500 12679 4500 4100 7000 20025 8284 5800 71481 


University of Delhi, Delhi 


Shailesh J. Mehta School of Mgmt, 


10. IIT-Bombay 68.05 1905 11203 2500 3203 65.00 — 25032 93.99 41.40 706.07 


Indian Institute of Management- 

11 Kozikhode 15.41 2219 104.16 — 17.00 40.71 6500 21849 75.00 51.70 670.26 
ICFAI Business School, 

12, Hyderabad 57.03 25.00 98.97 40.00 23.83 72.00 185.06 86.92 76.00 664.81 
University Business School, ; 

13 Chandigarh 68.09 25.00 133.49 30.00 40.00 60.00 166.34 75.34 64.33 662.59 


«M 61.50 1203 13677 — 3000 3242 7000 17623 7456 — 5170 — 64521 


15) Xavier Institute of Management, — (pi — ses — py; 4000 40.56 — 7000 — 19158 — 7198 — 5267 — 63927 


Bhubaneswar 
Demetr 60.59 — 2500 10581 1500 — 4104 — 5000 18645 — 8766 — 5767 62922 
v) Ze em $431 — 1327 11648 — 3500 — 4127 5500 20550 5500 3133 617.16 
18) dian institute of Foreign Trade, 7241 Geg 7363 4000 31.54 — 4500 — 20286 — 7200 — 68.67 — 61270 
i» eaaa 5134 — 1102 — 88606 2500 3417 8200 17839 6816 — 7287 59481 
20) ee es 59.66 — 2281 8497 — 500 7949 7500 1432] 9475 6900 58288 
21 — — 591 746 7581. 3300 — 3146 — 7000 — 1776 8455 — 28.00 57574 
22 odii aiat —— 69.47 — 1818 — 8010 2800 3426 7200 15099 725! 4700 51253 
23) indian Institute of Management- — (16) — i859 aoto — 100) 4065 — $209 — 21625 6800 — 1300 571.23 
24) Nirma Institute of Management, — § 7467 1428 6169 3000 — 2986 — OU) — 14674 — 8188 — 4607 | 585.78 


25) APTE ee 4858 1937. 8733. 2000 28M — 7000 — 15921 784 — 4867 — 55845 
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| —— BW TOP 100 


Academic | "o 

Rank B-School QU (200) Gp | 05 
26) Mai dut — 5283 73. 05. 2590 3127 5190 
21) Regional College o Management, Sagi 22ss) onj 3000 — 1958 — 6000 
2») Soe S 59.33 1549. 8554. 000 3398 — 5100 
MEM Sut Ju HUE 52.17 2024. 87.34. 1500 — 4046 — 4400 


79) Studies, New Delhi | 
w wet MO | oper dia "EU 


Loyola Institute of Business 


32) Merage MOM MT 4447 2500; S635 2900. 3182 6500 
v s66, 5.008289 2000 245 7200 
erga E 61.91. 2083 8406. (00 4137. 5500 
35) emet adr s SUE T nas nn »" 70.00 
w) e" S88 2233. $14 2500 2004 6700 
iia CN ss 251 Wsk 2000. 2750. 5500 
ye 538] 1351) 8138 3000 — 1840 — 6200 






Jaipuria institute of Management, — 559, 1319; 4712) 10.00: 2073 — 70.00 






39) id 

« MA TI LI us 2500, un eno wn ossm 
oem — SIS 438 4813. 2000 249 7090 1241 $856 o 3600 om 
om 52.29 83). 49M. 1000 4065 7000 128 6763 — 1600 oss 


43 Department of Management 
3) Science, Pune University, Pune 


z 
— 
= 
e 
z 
~ 
L 





. Amrita Institute of Management, | | : | m 
44) Coimbatore na, ss; HF) Ub RU, MN 126.28 — 67.38 Ow 
Rourkela Institute of Mgmt | | | | | |: xd | * 
45) studies, Rourkela wn; ng, asi wei NN; na: 125.69 6733. ws 
4g) Ralagiri School of Management, 4549: 2509) 6326: 2500 1789 — 7000 — 14677 6829 490 MSM 
. Indian Institute of Rural | : | — 
41) Management, Jaipur 95. 155, MA O00; 24, 5000 16046: 5473: 3633 ma 
N.L. Dalmia Inst. of Mgmt Studies & | | Vh 
48) Research, Mumbai 4445; 18.76) 3471 15.00 34.74 — 4500 — 15154 — 8688 — 36.00 mn 
49) lsdiquisent Midea aur an; uu; wH| ue n» uw 116.87 81.36. 590 ns 
50) Meerut "pum, 39.09 "a PT 000. 2498 7000 14272 97.60. 1300 agn 
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Cosmode-BW TOP 100 


Networking 


| Academic Academic | Programme Industry and Grand 

facilities expenditure Faculty (Programmes Admission delivery Placement interface innovation total 
Rank B-School ; (100) | 05 ^ (200) (50) (50) 7 (75) (300) (100) (100) | j| 
51) — dimid cttm 60.86 — 856 — 83594 500 186] 5900 17230 6643 2867 46136 
52) cte ge al 58.95 5.25 90.70 1000 2040 4200 14679 6424 2667 
id 2951 1996 — 5281. 500 101 — 5500 12955 9299 — 6733 — 48248 
y 3.1] 2500 5118. 2000 3523 7000 12576 7413 10.0 
Dp ga 445 1099 6859. 1000 2198 — 7000 14852 7259 — 1387 4598s 


Sri Sringeri Sharada Institute of | 
56) Management, New Delhi 26.87 14.56 73.95 0.00 33.50 60.00 — 14.88 X 20.67 A 


57) University of Rashmi, Kashmir —— 4905 2500 8304 2500. 2986 — 4500; 13245. 5905 — 1000 E M 
58) Development Mego = soog) 28$. meas! soo "56 S0 isi nas 2187 | 
"M 4.17 806. 6593 000 2475 — 7000 — 15694 5929 — 2600 

go) Symbiosis Institute of International so — iw — 3978) sw M» gu 136 7091) 4533. 


Dept of Business Management, | 
61) Osmania University, Hyderabad 4010 25.00 4622 3500 1966 5900 13162 6381 2633 © 


Sydenham Inst. of Mgmt Studies & 
62) Research, Mumbai 49.58 5.00 | 41.74 0.00 35.80 55.00 174.20 15.29 10.00 


63) oso obo ido 444 — 1516 — 8181. 2000 — 2238 — 6500 — 11250 6216 — 2300 
) E ee 51.78 — 1180 — 8971 — 000 254] 5100 11399 7488 3400 
65) d mage 4555 90 | 7T] 500 16.03 na "s $998 — 31.7 
Low —— 4538 — 500 5610 3000 3202 6000 10670 8024 1933 4 


Dept of Management Studies, REC, vesc 
87) Tiruchirapalli 51.61 — 2134 — 4260 000 2476 8500 15114 5895 1900 434.31 


68) ceed Public Enterprise, 40.24 1409 — 7635 28.00 16.23 — 6500 11899. 4109. 2133 4 3.8 
69) —* misiis of Management, (sei 14.00 6640 000 © 1341 — 8000 — 13321 — 6799 — 2500 
10) esce tn ae APO 2M | 6493 sm 18.48 ET] LI nn 5.00 
1) eee ee — 800 1653 7000 13123 8626 — 1687 
12) —— Toga Trede. qni i8 | 9 09 — 794 5000, 9103 6785 — 58.70 
Birla Institute of Management 


13) Technology, New Delhi 49.03 10.00 40.86 — 30.00 20.07 60.00 131.45 76.03 9.00 


14) tone’ of Management, — 55 16.98 589) 000 2252 — 7000 13964. 5558 — 3187 





, KLS Inst. of Management Edu- | | | | | | | | 
15) cation & Research, Belgaum 4236 — 21.08 | ixa 20.00 19.38 65.00 | 3689. 7036 — 1267 
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Cosmode-BW TOP 100 


Academic — Academic | | Programme Industry IS" ti Grand 
facilities expenditure! Faculty Programmes’ Admission delivery Placement interface — innovation 








Rank | B-Schoo! (100) | (25) | (200) | | (50) (50) (15) (300) (100) | (100) (00) 
76) sss teams 4129 1106 s126. 2000 2593 — 5000 128.99 6328 — 208 4 
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*These rankings are based on completed questionnaires returned by 148 schools 
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How We Arrived 





ERE it is: the most comprehensive survey of Indian 
B-schools. The Cosmode-BW survey draws on 
feedback from all major stakeholders (recruiters, 
students and faculty) to design the most rigorous 
and objective method for evaluating management 

; schools. And the data has been validated by 
regional teams to ensure that the ranking of the Top 100 B- 
schools in India is accurate. The survey was pioneered in 
1998 and this year Cosmode revamped it to make it even 
more powerful. 

First, the parameters that do not really differentiate one 
B-school from another, like course curriculum and 
teaching technology, have been eliminated. 

Second, like earlier surveys, this one too takes 
note of feedback from students, faculty and 
recruiters in developing the questionnaire. It polled 
214 students and 108 recruiters. The survey does not 
let the perceptions of any of these groups influence 
the results though as previous surveys showed that 
these tend to be biased. 

Therefore, in the current (2003) survey, no weigh- 
tage has been given to the qualitative evaluation by 
students, faculty and recruiters. It has simply collect- 
ed objective data on parameters like number of 
recruiters on campus and salary levels. In other 
words, the research design has moved away from 
being an opinion survey to being a data survey. 

Third, the current survey has shifted from 
absolute ranking to relative ranking. B-schools usu- 
ally want to know where they stand in relation to 
each other and also in relation to the top school in 
the country. So this survey has used an ordinal scale 
to arrive at relative ranking. It has, however, used absolute 
standards on some of the parameters such as built-up 
area. In order to ensure equitable ranking of B-schools, 
data provided by them was moderated with respect to the 
size of their student population. 

Fourth, the survey now has a robust validation process 
that is extremely comprehensive. The first survey had 
accepted the data provided by the B-schools at face 
value. Subsequent feedback indicated that data was not 
always consistent across B-schools — salary data is an 
example. Nearly 9596 of the schools were covered by the 
validation teams. 

The validation teams were drawn from different parts of 


HOS MEC 





NER 


At The Top 100 


the country. They were headed by M.P. Sinha of Global HRD 
Centre in the Delhi region; BN. Singh of Grid Consultants in 
Mumbai; Biju Pillai of Institute of Cost Management and 
Research in Pune; V.R. Mahesh from Om Consultants in 
Bangalore; Cosmode associates PV. Murthy in Chennai, S.K. 
Mukherjee in Calcutta and A.S. Prasad in Lucknow. 

The responses, particularly on high-weightage parame- 
ters, were carefully cross-checked. These parameters were 
(1) faculty-related data (their composition and qualifica- 
tions, their research and consulting); and data related to 
placement (job offers and salary, number of recruiters and 





global placements). Where schools were unable to give 
credible data, the numbers were moderated. 

The teams first met the director and those functionaries 
who had provided data for the questionnaire. 

Later some members of each team interacted with the 
faculty and the students while the rest pored over docu- 
ments for substantiating the data. Each team member sep- 
arately recorded his impressions from meeting the director, 
the faculty and the students. The overall learning environ- 
ment at the B-school was also assessed. 

This validation process ensured that the rankings are on 
the basis of some of the most credible data ever collected 
on B-schools in India. e 





MEGA B-SCHOOL GUIDE * BUSIN 


Northern India's Fastest Growing B-School 





(Approved by AICTE 
Affiliated to U.P. Tech. University) 


(Affiliated to C.C.S. 
University, Meerut) 


(Affiliated to C.C.S. 
University, Meerut) 


BCA 


(Affiliated to C.C.S. 
University, Meerut) 


Tangibles & The Intangibles 


Strong team of 35 core faculty 
headed by the Director, Dr. Rattan 
Sharma, formerly at ASCI-Hyderabad, 
IIM-Lucknow & MDI-Gurgaon. 
'A' rated B-School by All India 
Management Association (AIMA). 
Approved Research Centre of U.P. 
Technical University, Lucknow & 
C.C.S. University, Meerut for 
Doctoral Programmes in IT & 
Management. 
Students have been regularly securing 
top positions in different courses at 
Uai level. 
Best MCA (Ist Year) result in U.P. 
Technical University. 


Students win laurels at regular 
intervals in National Contests viz. 
Case Writing, Paper Presentation, 
Brand Equity Quiz, Microsoft dot net 
campus challenge, Software 


Institute-Industry Interface, round the 
year, culminating in Seminars of 
National & International level. 





Independent Lush Green campus with 
state-of-the-art infrastructure and 
facilities. 

Final Placement & Summer Training 
are facilitated & supported by a full 
fledged & dynamic placement cell 
offering placements in reputed 
companies like ICICI Bank, HDFC, 
ABN AMRO, Dabur, Max New York 
Life, IFB, Godfrey Phillips, India Today, 
Escorts, HT, Zee News, Torrent, HCL, 
Frito Lays, HLL Foods, Eli Lilly, TCS, 
Accenture, Wipro, Hughes, etc. 





GHAZIABAD 


INSTITUTE OF TECHNOLOGY & SCIENCE 


Mohan Nagar, Ghaziabad-201 007 Ph.: 2940258 / 59 / 60 


Fax : 0120-2940082 Mobile 





The I.T.S. Group 





: 9818144481 E-mail 


: itsbp@vsni.com 
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DENTAL COLLEGE & HOSPITAL 
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HOSPITAL 





Log on : http//www.itsgzb.ac.in 





Hotbed Of Innovation 


air Giu 


ANNERGHATA, the road leading to IIM-Bangalore, is 
cramped and dusty. It is also one of the many silicon 
alleys in Bangalore: on either side you can spot compa- 
nies like IBM, Honeywell and Convergys. Later, you 
pick up an important piece of trivia about the stretch: 
it has 50,000-60,000 BPO seats. 


IIM-Bangalore's location, smack in the middle of this 
tech cauldron, has a lot to do with its rapid rise as the pre- 
ferred B-school for exchange students from overseas. But 
it is the tag of being a flexible and innovative B-school that 
is attracting Indian students to IIM-B. This year there were 
eight students who chose it over IIM-A, the highest num- 
ber so far. 

"At the end of the day, it was a decision between a stable 
institute probably on the decline and a vibrant institute 
which is constantly changing itself for the better," explains 
Shama T. Prasannakumar, who has 30 months of experience 
at Hewlett-Packard and is one of the students who passed 
over IIM-A for IIM-B last year. 

A casual chat with students during dinner hour gives 
you à feel of how dynamic the cur- 
riculum at IIM-B is. "We have a sys- 
tem of mid-term feedback on the 
courses. For instance, this term 
there is a paper called Patterns of 
Problem Solving. The feedback was 
given last week — the prof got it here 
and discussed it. The course materi- 
al we had asked for came within 
three days," says Vineet Taneja, a 
second-year student. "You can just 
walk into a chairperson's room and 
ask for a review, adds batchmate 
Chanakya Gupta. "There is a lot of 
flexibility here." 

An example of what makes 
IIM-B innovative is the quality 
assurance group of 2-3 students in 
every class. "This is not a formal 
feedback. A student will go up to an 
instructor and give immediate feed- 
back," says IIM-B director, Prakash 
Apte. 





Ya, Bangalore: Six of the students who 
chose IIM-B over IIM-A last year 


IIM-B has over 80 electives that allow students to cus- 
tomise their degree. This year Retail Management has been 
offered as an elective on the suggestion of the previous 
batch. Another elective at IIM-B is International Business in 
Practise (IBP), which was first offered in 2001. A large part of 
the course is a project which second-vear students do at a 
company outside India. In all, forty students go out in two 
batches to either Thailand or Singapore. 

IBP is the kind of curriculum innovation that can tie in 
perfectly with a student's job search as well. One of the 
companies where IIM-B students did a project this year was 
the National Kidney Foundation of Singapore. "The NKF 
has made a couple of job offers based on the IBP project," 
says Rishikesha T. Krishnan, chairperson PGP. Apart from 
introducing interesting electives 
(including one on creativity called 
‘Tracking Creative Boundaries’) on a 
continuous basis, there are serious 
attempts to help students customise 
their learning. 

“We have been trying to help 
students find out where their com- 
petencies lie. When they come back 
from the summer projects, we have 
a Re-orientation Course,” says 
Krishnan. The course includes a 
career workshop with a computer- 
based assessment of their strengths 
and weaknesses as well as alumni 
interactions. According to Krishnan, 
the reorientation helps integrate the 
first years learning with summer 
projects. "Quite a few students take a 
re-look at their electives after this." 

The innovation at IIM-B is not 
limited to the curriculum. At the 
programme level, the B-school 


NAMAS BHOJANI 





(Top) Professor Abhoy Ojha and 
students from the full-time course 
who attended joint classes with 
the part-time executive MBA stu- 
dents. Ojha feels such classes ben- 
efit both faculty and students; 


(Right) IIM-B students get to go to 
Singapore (and Thailand) as part 
of their International Business in 
Practice curriculum 





introduced the Post Graduate Programme in Software — K.R.S. Murthy’s tenure as director from 1991-97. At tha 


Enterprise Management (PGSM) in 1998, a part-time exec- time IIM-B was a distant No. 3. Murthy wanted to change 
utive MBA. “It helps us stay abreast with the industry. The that. "He pushed for questioning a lot of things — brough 
depth of work experience in the programme is huge," says about a culture where people questioned things, where thi 
Abhoy K. Ojha, chairperson, PGSM. thought of new ways of doing things," claims Krishnan 

So, does the PGSM course help the students? "Having [his attitude is now hardwired in IIM-Bs DN 


PGSM students with vast and varied experiences made the Innovation is actively encouraged. “At the time of the career 
class discussion a lot more interesting and meaningful than planning meeting, we make it clear that unless you have don: 
it generally is. The class discussion got a tinge of business some innovative research or teaching, you will have troubi 
practicality which comes with working in a professional getting promoted. At the same time, achievements are widi 
world. Also it helped a lot in networking," says Vibhor Kumar, ly publicised,” asserts Apte. The message to the facult 
a B-Tech from IIT-Kanpur, who himself brought 11 monthsof clear: We want excellence in teaching. If you develop cast 
work experience at Talisma Software to the PGP programme. innovate pedagogical technique, etc., you will be support: 
[here are other benefits: K. Venkatesh of Wipro, one of And the message to the students? Well, IIM-B want 
the PGSM grads, now teaches marketing to PGP students. give them more ‘autonomy. "We would like to create a 
Ihe PGSM programme has been an unqualified success in tem where the students do things themselves. We are mo 
more ways than one. Ojha's mandate is to take the course ing towards loosening the system and giving more leewa: 


now to Hyderabad and Chennai. students," says V. Anand Ram, head of administration 

[he faculty has recently initiated joint classes in Now the B-school plans to offer new specialisations and 
Political Economy and Social Entrepreneurship — for the more electives, including one on micro-finance and micr 
executive MBA and the full-time programme. “We are going credit at the World Banks request; it has got three distanci 
to increase the interaction, and to do this we are synchro learning initiatives underway; the PGSM programme cot 


nising the terms. From next year we will have three quarters soon be going to other states.... Not bad for a B-school | 
overlapping from just one quarter last year." was set up three decades back to meet the public sect 
[he culture of change at IIM-B goes all the way back to demand for professional managers. m 
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"We Seek People With A 





Passion For 








Rural Work" 


V. Kurien, the then chairman, National Dairy Development Board (NDDB), Anand, 
conceived the idea of establishing an institute for training rural managers over 


two decades back. The first batch of 54 students entered IRMA on 30 June 1980. 
An interview with director K. Prathap Reddy. 





Businessworld: Very few institutes in India offer 
a programme in rural management. It is con- 
sidered to be a very niche course and the job 
prospects are very different from those offered 
by, say, the IIMs and general B-schools. What 
do you think would attract students to IRMA? 
Reddy: There are several reasons for young graduates to 
aspire to study at IRMA. Important among them are: 

a) IRMAS mission is to promote professional management 
of democratic and sustainable institutions for eco- 
friendly and equitable socio-economic development of 
rural people. This mission is articulated right from the 
admission advertisement, prospectus and every stage of 
our admission process. This mission itself fires the imag- 
ination of youth who want to make a difference to the 
society, especially the rural people. A testimony to this is 
that from the beginning itself IRMA received over 8,000 
applications and the number is ever increasing. 

b) IRMAS main objective is to build and sustain a partner- 
ship between rural people and professional managers. 
We emphasise the fact that there are over 900 manage- 
ment schools in India catering to the needs of the corpo- 
rate sector whereas IRMA is the only institute, which 
exclusively caters to the managerial needs of rural sector 
organisations. We expect each of our graduates to work 
in rural organisations for at least three years. Many of 
them stay longer and several continue to work. However, 
they are equally capable of competing with other B- 
schools in the corporate sector as proved by those who 
choose to opt out of the rural sector. We don't want our 
graduates to switch sectors but if they choose to do so, 
they will not have any difficulty at all. 

c) The prospective candidates are also attracted to IRMA 
due to the visionary leadership of Dr. V. Kurien whose 
life-long work for farmers is well known. He is a great 





institution builder and among the many institutions 
built by him are the National Dairy Development Board, 
Gujarat Cooperative Milk Marketing Federation that 
markets Amul products and a host of national and inter- 
national NGOs. 

Businessworld: Given the fact that you offer a unique pro- 

gramme, what qualities do you look for in prospective stu- 

dents? 

Reddy: The qualities that IRMA looks for are derived from 

its objective of developing and producing a new breed of 

competent, well-trained management professionals to 
work in the rural sector. In other words, the qualities IRMA 
looks for in young aspirants are: 

a) Passion to work for the rural people. 

b) Concern for those who are less fortunate. 

c) Desire to make a difference to the society more than 
valuing their own career growth. 

d) Looking for challenges and at making a difference to the 
poorly managed organisations in the rural sector — 
cooperatives, non-governmental organisations and gov- 
ernment departments. 

e) Good in academics. 

Businessworld: Does a single-minded focus on rural manage- 

ment act as a deterrent for prospective students in any way? 

Reddy: IRMA has been created for a well-defined purpose 

and, therefore, only those aspirants whose interests are con- 

sistent with IRMASs purpose are welcome. As for students 
being deterred, IRMAS experience is that there is no dearth of 
young people wanting to work in the rural sector. Having said 
that, there are always some students who are primarily inter- 
ested in a management career in the corporate sector and 
may not like to join IRMA; such candidates are also not wel- 
come at IRMA. 

In recent times, the increasing interest of the Indian cor- 
porate sector organisations in rural development work may 
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be another factor that many prospective candidates consid- 
er while seeking admission to IRMA. These corporate organ- 
isations prefer IRMA graduates for their rural development 
programmes to other B-school graduates. 

Businessworld: Have there been any recent changes in your 
programme that prospective students should know about? 
Reddy: IRMA continuously reviews and updates its rural 
management programme to incorporate the latest know- 
how and requirements. The unique feature of the IRMA pro- 
gramme is that 40% of learning is based on fieldwork and on- 
the-job training. From this year, IRMA is integrating fees, 
scholarships and placement. Towards this direction, it is the 
programme fee for two years may be increased to 
Rs 2 lakh. However, each graduate, having served three years 
in the selected list of designated organisations, will be 





returned Rs 1 lakh. In addition, 30 Amul-TATA scholarships 
of Rs 1 lakh each will be awarded to students in the second 
year on the basis of merit-cum-means. 

IRMAS policy has been, and continues to be, that no stu- 
dent who gets admission to IRMA should be denied educa- 
tion due to financial reasons. IRMA will make every effort to 
help the student find adequate financial support or in 
deserving cases, provide it from its own resources. Thus, no 
candidate would be denied education at IRMA for lack of 
financial resources. 

Businessworld: How important is the approval/accredita- 
tion by the AICTE? 

Reddy: IRMAs PGDRM diploma has been recognised as 
equivalent to a PG degree in 1993 by the Association of 


"There are over 900 management schools in India catering to the 
needs of the corporate sector whereas IRMA is the only institute 
which caters to the managerial needs of rural sector organisations." 





Indian Universities. A year later, IRMA received the AICTE 
recognition. As stated earlier, IRMA works with a select list of 
organisations belonging to co-operatives, NGOs, rural 
development departments/institutions of government, 
funding agencies, trusts promoted by corporate sector 
organisations, and others working for rural people. For most 
of these organisations, I believe, AICTE approval/accredita- 
tion is not important. Moreover, the AICTE recognition is 
not important to universities and organisations outside the 
country. However, AICTE approval/accreditation has its own 
advantages, especially for students wanting to pursue doc- 
toral studies in Indian universities. Hence, IRMA would con- 
tinue to maintain approval/accreditation by AICTE. 
Businessworld: Did the school try out any special initiatives 
to place students this year? 

Reddy: As mentioned earlier, IRMA works with select desig- 
nated organisations (around 650 at present). Students learn 
about most of these organisations during their studies at 
IRMA and work in some as part of their 10-week fieldwork, 
9-week organisational traineeship, and 11-week manage- 
ment traineeship. Students state the organisations — up to 
four or five — that they want to be placed with. Only such 
organisations are called for campus interviews. This year, 
the campus placement was completed within three days 
and all the students of the graduating batch have been 
placed. 

Businessworld: How much weightage do you give to work 
experience in the admission process? 

Reddy: IRMA welcomes sponsored candidates from its des- 
ignated organisations and other organisations working for 
rural development, such as non-profit organisations and 
government departments concerned with rural develop- 
ment. Such candidates are given special weightage for 
admission to IRMA. 

Businessworld: How many students from IRMA actually 
work for the rural sector? 

Reddy: The entire batch of last year's graduates opted to work 
in rural sector organisations. This year too, the entire gradu- 
ating batch has opted to join IRMAS designated organisa- 
tions. In fact, many of our graduates do not consider salary as 
an important criterion for their job preferences. For instance, 
two students, both toppers of this year's graduating batch, 
have sought and accepted job offers from PRADAN, an NGO 
that works at the grass-roots level, for a salary of Rs 8,000 per 
month. Both of them did not apply for the organisations that 
offered much higher salaries — as high as Rs 50,000 per 
month. The average salary offered to our graduates this year 
was Rs 18,000 per month and in terms of the cost to 
company it comes to Rs. 35000 per month. By April 2004, 
over 13,000 graduates would have passed through IRMAS 
portals, 60% of whom are working in rural development.m 








How To Shortlist A 
Business School 


—* HERE are over 900 B-schools in India. All schools 
fA 3d look good on paper, but their rankings often vary. 


— So how do you weed out the wannabes? Here is a 
iz framework you can use to supplement the 
an Cosmode-BW business school rankings. 

m. 





Alumni Strength: If a school's alumni occupy 
senior positions in major corporates, you can bet it has a 
strong standing - or goodwill — in the corporate world. 
This goodwill directly translates into better placements. 
Naturally, an older school will have a larger alumni net- 
work. IIM-Calcutta, established in 1961, is a good exam- 
ple. IIM-C's batch-strength is among the highest in India, 
but it has never faced a problem placing the entire batch. 
You can get an idea of the alumni network from the school 
brochure, the current students and from friends. 

Boarding Programme Versus Day School: In a typical 
business school, classes are held for just about four hours 
per day, but a student ends up working for more than 10 
hours. Thus, a lot of learning happens outside the class- 
room through group tasks like case-study analysis, proj- 
ects, presentations, research, etc. Besides assisting per- 
sonality development, these group tasks help the student 
learn from the knowledge and experience of his peers. 

A boarding programme offers a lot more opportunity 
for this kind of group learning. Therefore, B-schools with a 
compulsory boarding programme are rated higher than 
those with a day programme. Another benefit of boarding 
programmes is increased usage of facilities such as the 
library and the computer centre. 

Director And The Academic Team: The director plays a 
very important role in building a business school's reputa- 
tion. For example, MDI shot into the limelight once Pritam 
Singh became the director. After Singh moved to IIM-L, a lot 
was expected from the school (he is now back at MDI). If 
nothing else, a visionary director ensures that the quality of 
teaching is above average. 

Affiliations And Partnerships: Many Indian MBA cours- 
es are launched in collaboration with a reputed foreign 
business school. For instance, IIM-Ahmedabad started off 
in active collaboration with Harvard Business School. These 
days schools also have partners for student and faculty 
exchange programmes. The reputation of partner schools 
and their international rankings can tell you a lot about the 
business school. 


Apart from rankings, here are the other important factors that you 
need to consider while selecting a business school 


Autonomous Versus University-affiliated Programme: 
Contrary to common perception, an autonomous school is 
rated higher than a school with a university affiliation. 
Affiliated programmes are usually burdened with excessive 
bureaucracy, which can come in the way of fine-tuning the 
course in line with industry standards. Even a small deci- 
sion in university-affiliated B-schools has to go through the 
mandatory red-tape. SP Jain was initially affiliated to the 
Mumbai University but soon opted for autonomy - since 
then, it has carved an enviable position for itself. 

Reservations: Reservations of any kind can lead to a 
mediocre student body. All B-schools that are part of the 
Common Entrance Test, Maharashtra, suffer from this 
drawback: the number of seats for students from outside 
the state is less than 10%. The batch composition is skewed 
in favour of a particular region and this can leave an 
unfavourable impression on recruiters. 

Timing Of Entrance Exam: The time of entrance exam is 
important. Tata Institute of Social Sciences (TISS) holds its 
admissions process in June — by that time most schools 
have come out with their final selection list and asked stu- 
dents to pay up the first trimester or semester's fees. So 
although the programme at TISS may be excellent, it is like- 
ly to miss out on some good candidates. 

Location Of The Institute: If the school is new, its location 
does affect placements. An HR manager would think twice 
before devoting two days' time to go to a school that is in a 
remote area. On the other hand, new B-schools situated in 
metros or industrialised locations might find it easier to 
attract companies. Of course, location is not so much of a 
problem once the school has been able to build a reputation 
in the market. 

Placements: Placement is a crucial factor most students 
look for. As we see it, all the above parameters have an impact 
on placements. Companies will do their own assessment of a 
school based on the above parameters. You shouldn't go 
entirely by the preceding year's placements data. Placements 
in a particular year may well have been an aberration (dot- 
coms had influenced placements in 1999-00) or simply the 
result of a great economic scenario. One should look at the 
placements of at least the last three years — work out the 
average and it will give you a more realistic picture. m 


Framework developed by Career Launcher's academic team 
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se 
iPM ARE YOU LOOKING FOR A HIGH ENDED RETURN ON YOUR TALENT, TIME AND MONEY? iPM 


YOU ARE AT RIGHT PLACE 


Indian Institute for Production Management (IIPM) was setup in 1983 by ICICI and L&T with 


support from Usha Martin, Tata Steel, Tata Motors, SAIL and Govt. of Orissa. Located in the 
green & serene hilly surroundings of Kansbahal, near Rourkela in the state of Orissa, IIPM has 
enjoyed patronage of some of the leading industries in the country since its inception 


ty OEC OL. o£ Se ee Ai 


IIPM has been organizing — ine IPM has established itself as 


Training Programmes for i one of the pioneer institutes 
Managers and Supervisors 4 | in the field of condition based 
from India and abroad for ^ IPM is approved by Ministry of  * maintenance services to 


last 20 years. External Affairs and Ministry of Process Industries 
Finance, Government of India to 
25/073 pertica trem offer Special Residential Trainin IPM ME PA Spon m 
Indian industries and 1000 aning Advanced Reliability 
plus participants; rom. Programmes for Foreign Nationals | Technology, Houston Texas 
es o under ITEC/SCAAP/Technical Co- / to offer Reliability Centered 


dead ENS operation Scheme of Colombo Plan. ⸗ Maintenance (RCM) and 
training facilities since he. 7 other services to Oil & Gas, 


inception of the institute. "ib A Power, Chemical, Cement 
En c = and other industries 


T: In order i to pe industries better à L fence the — of fresh Degree & Diploma 


Engineers by making them more relevant to fulfill industry requirement, the institute is offering 
two unique educational programmes: 
* Post Graduate Diploma in Engineering Management (PGDEM) 
Eligibility: Fresh Engineering Graduates in any discipline OR Science Graduates with 5 years of Industrial 


experience. 
Advanced Diploma in Maintenance Management and Condition Monitoring (ADMM & 


CM) 
Eligibility: Fresh Degree / Diploma Engineers in any discipline OR B.Sc. with minimum 2 years of Industrial 
experience in Maintenance 
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d Visit our website www.iipm.ac.in or rush in with your queries on the following numbers: 06624 — 280322/ 
280948 280576 |Fax: 06624 - 280122 for the further details. Prospectus and application forms can be 
obtained by sending the demand draft of Rs. 300/- favoring "INDIAN INSTITUTE FOR PRODUCTION 
MANAGEMENT" payable at ROURKELA 
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S I drive past the hostel at the Management 
Development Institute, Gurgaon, on a cold January 
morning, its grandiose name — ‘Change Masters’ — is 
the first thing that strikes me. When I last came here, it 
was known simply as the ‘PGPM Hostel’. Driving down a 
little further, I notice a bunch of students dressed in 


formals. They are standing in front of what I used to know 
as the Teaching Block — it is called ‘Renaissance’ now. | 
cant help shaking my head and smiling to myself. These 
students are all waiting for a pre- placement talk, or 'PPT' as 
it is known in B-school lingo. ICICI Prudential, IDBI and a 
couple of other companies are coming on campus today, 
the external relations secretary, Sreedhar Prasad, helpfully 
informs me. Wrong day, I mutter to myself. Everyone seems 
busy. I could have slept some more. 

Maybe not. Blink, and you may miss some of the 
changes happening in this place. 

MDI started as an institute catering to working managers 
way back in 1973. The PGPM course, however, was started 
only in 1993. So, MDI is a relatively new player as far as regu- 
lar MBA schools go but this hasn't stopped it from quickly 


climbing up in all B-school rankings. It has been consistent- 
ly figuring among the Top 10 over the last five years or so. (In 
this year's Cosmode-BW rankings, MDI ranked No. 6). 

While in the first few years post-1993, MDI concentrat- 
ed its efforts on making changes to its PGPM course — 
ensuring that it would be able to cater to the needs of a 
changing market — the last 4-5 years have seen a focus on 
increasing the quality of industry interaction and using that 
to improve the course structure. For instance, the faculty 
realised that certain electives were getting redundant. So, a 
system was put in place whereby 10% of these courses were 
made obsolete each year and more relevant topics were 
added. "Innovation is the driver of this process," says Prof 
Mukul Gupta, chairman, PGPM. As of now, MDI is strength- 
ening its marketing and finance courses as its core PGPM 
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products, he adds. 

MDI has made a dedicated effort to incorporate indus- 
try interaction in the courses, two of its initiatives in this 
area being Business Thought Leadership (BTL) and 
Synapse. BTL involves campus visits by and interactive ses- 
sions with CEOs. Synapse, on the other hand, sees similar 
visits by senior managers. These events are held once every 
15 days. Prem Kamath (head of management resources, 
HLL), Satish Pradhan, (executive vice-president (HR) TAS) 
and Stuart Purdy (country head, AVIVA India), are regular 
visitors to the MDI campus. 

Almost 10% of the courses at MDI are taught by practis- 
ing managers. Consider a course like rural marketing. Four 
people connected with rural marketing at Hindustan Lever 
Ltd. conduct four out of the 12 sessions. 

Says Sreedhar Prasad, a second-year student who came 
here after working at eFunds, Chennai, “I came here 
because the industry interaction was very high. It has 
added a new perspective to what | was doing earlier.” Amit 
Didolkar, another second-year student who chose MDI 
over IIM-K, adds, "The industry interface here is great — a 
lot of our faculty comprises of industry people themselves. 
Also, the number of live projects done here is greater than 
at other B-schools. That is why I came here.” 

In fact, at times, in courses that involve more practice 
than theory, the entire course is taught by an industry 
expert. For instance, last year, Saurabh Bhatt, the associate 
director of international corporate structure finance at 
Rabo India Finance, taught the entire course in Project 
Finance. 

Not just that, a large part of the regular faculty is drawn 
from the industry too. For instance, Prof Dhruv Nath who 
teaches Information Management at MDI today was earlier 
senior vice-president at NIIT. Similarly, Prof B.D. Singh who 
teaches HR has worked as direc- 
tor (personnel) at Nalco. 

Industry interaction is not 
limited to teaching alone. Each 
area of business education — 
finance, HR, marketing, opera- 
tions, etc. — has an advisory 
committee. This advisory com- 
mittee consists of professors from 
MDI, industry experts and some 
academicians from outside. For 
example, Ravi Sood, CFO, Hero 
Honda and S.K. Chaudhary, MD, 
ICRA were on last year's advisory 
committee on finance. These 
committees meet at least once in 
six months. One of their prime 
tasks is to give direction to the 
designing of the courses taught at 
the institute. 

MDI has just introduced à 
full-fledged post-graduate diplo- 
ma in human resource manage- 
ment (PGDHRM) jointly with the 





Pritam Singh, director MDI: He is exploring 
new ways of increasing industry interaction 





MDI is now focussing on building international linkages. 
The next big growth area for the B-school will be its global 
initiatives. Of course, collaborations with foreign universi- 
ties are not new to MDI. The institute has tied up with over 
18 universities and institutions in France, Canada, 
Germany, Thailand, and now even South Africa. 
Interestingly, not all the institutes MDI has tied up with 
offer an MBA programme. 

collaborations? Lots. These tie-ups are not just in PGPM 
alone, but in research as well. For instance, its recent link- 
up with George Mason University, which offers an MBA in 
public policy (rarely seen in India), has been done keeping 
in mind the fact that George Mason was the first universi- 
ty to start a Managerial Incubation Centre. After the tie-up, 
MDI would hopefully benefit from George Mason's experi- 
ence and set up one such centre in India. "These interna- 
tional linkages will help us build an integrated business 
school," says Gupta. “MDI should not be dependent on 
one function alone." 

There is also talk of MDI opening a campus in 
Malaysia or Singapore. Meanwhile, the school is going in 
for an EQUIS (European Quality Improvement System) 
accreditation. 

What next? "We aim to be in the Top 25 schools global- 


ly in the next 10 years," says Dr Singh. = 


National HRD Network. 
industry experts themselves spent some time on campus and 
helped design the curriculum. Santrupt Misra, head of HR at 
AV Birla, and Jagdeep S. Khandpur, HR head, Bharti Tele- 
Ventures, are part of the advisory committee on the HR 
course. 


[his course is unique because 


"Through this course, we aim to produce HR profes- 
sionals with strong general man 
agement fundamentals," 
Asha Bhandarkar, area chairpe!: 
son in human and 
organisation development. The 
National HRD Network conne 
tion is a definite plus. 
panies involved will ensure that 
the internships being given really 
give students an opportunity to 
learn, says Dr Pritam Singh, 
director of MDI. "Besides, we will 
identifv 10 companies on which 
we would be writing cases." 
cannot discount the fact that the 
Networks involvement with the 
institute and the course itself will 
come in handy during the place- 
ment season. MDI has already 
received 1,700 applications for the 
30 seats in the first batch. 

So will we see the next breed 
of HR thought leaders come out of 
MDI? Singh certainly hopes so. s 


says Prot 


behaviour 


"The com- 
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interview 


The Indian Institute of Management-Calcutta (IIM-C) was 
established as the first national institute for Postgraduate 
Studies in Management by the 
Government of India in November 1961 in collaboration 
with the Alfred P. Sloan School of Management (MIT), the 
Government of West Bengal, the Ford Foundation and the 
Indian industry. Today, the institute is continually evolv- 


and Research 


ing to meet its goals in an ever-changing business envi- 
ronment. An interview with dean (programme initiatives) 





Anup K. Sinha. 





"It's The Quant-jock 
Among The IIMs” 


Businessworld: What sets IIM-C apart from the 

other IIMs? 

Sinha: | believe that the IIMs are fairly close to 

each other in terms of academic characteris- 

tics. IIM-C is the oldest IIM. What sets us apart 

is the strong emphasis on basic social sciences 
and a spectrum of quantitative techniques. There is a strong 
institutional belief that without adequate grounding in 
these two areas, one cannot acquire deep knowledge of the 
functional areas of management such as finance or market- 
ing. Indeed, according to market perception IIM-C is recog- 
nised as the 'quant-jock' among the IIMs. 
Businessworld: IIM-C is known for the strength of its 
finance specialisation. Can it offer the same level of quality 
to students who would like to specialise in marketing, HR or 
operations? 
Sinha: The PGDM (Post Graduate Diploma in Management) 
does not recognise any specialisation. Apart from a set of 
compulsory courses, students are allowed to choose a num- 






“There is a strong institutional belief that without adequate ground- 
ing in basic social sciences and quantitative techniques, one cannot 
acquire deep knowledge of the functional areas of management." 


ber of optional courses from a very large and diverse menu. 
Many students often choose to take as many courses as 
possible in a particular area. There are others who mix and 
match a bouquet of courses to suit their tastes and inter- 
ests. However, the choice is often determined by students' 
perception of relative job opportunities in different sectors. 
Our aim is to provide adequate, high-quality courses in all 
functional areas, including marketing, HR, operations, etc. 
Businessworld: A number of IIM alumni do their second 
MBAs abroad. Why? Is some kind of global accreditation a 
must these days or do Indian B-schools need to do more to 
compete? 

Sinha: I think there are two reasons why some alumni from 
the IIMs go back to B-schools, often abroad. One reason is 
that their career development (and/or their own interests) 
requires greater knowledge in a particular area. Therefore, 
the preferred programmes are of a specialised type, such as 
some particular aspect of finance or marketing. The second 
reason is to do a Ph.D. and become an academician. Quite 
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often brilliant students feel the urge to pursue knowledge 
beyond the confines of a business organisation. 

As far as doctoral programmes are concerned, the best 
students in India (and other developing countries) invari- 
ably choose to go to North America or Western Europe. 
This is true for all subjects from engineering and physics to 
economics and management. In this context, it is higher 
education in India that has to hone its competitive strate- 
gy for pursuing excellence. 

Businessworld: How ‘global’ is your programme? How 
would you rate it vis-a-vis the top 30 US B-schools? 

Sinha: IIM-C is global in a variety of ways. Our academic 
curricula are comparable to the best in the world. We have 
an active students’ exchange programme with about 30 
partner institutions located in four continents. 
Academicians from foreign universities visit us and our fac- 
ulty members visit foreign institutions. We organise inter- 
national conferences and our colleagues participate in 
international conferences elsewhere. 

No academic institution in India comes even close to 
the top institutions of the US in terms of the international 
composition of students and teachers. 

Businessworld: What is the most important thing a prospec- 
tive student must know about your school? 

Sinha: The most important thing a prospective student 
must know is the fact that without a real commitment to 
hard work and academic excellence, it is difficult to survive. 
Businessworld: Is accreditation by the AICTE important? 





Sinha: To the best of my knowledge IIM-C pre-dates AICTI 
Some kind of accreditation is necessary to assure a mini 
mum quality of facilities at B-schools. AICTE has not been 
very successful, so far, in assuring the minimum facilities in 
the growing number of new B-schools established with 
their approval. 

Businessworld: Will the recent fee cut affect the quality of 
education at IIM-C? 

Sinha: If the fee-cut leads to a lack of funds to pursue exist 
ing activities, there will be a decline in the quality of educa 
tion at IIM-C. 

Businessworld: Were there any special initiatives to place 
students this year? 

Sinha: There have been no special initiatives in placing 
students this year. We have a well-structured process by 
which students reveal their preferences for different com 
panies. We have some of the best national and interna 
tional companies coming for campus recruitments 
Businessworld: What is the most important part of the 
admission process in your school? 

Sinha: The written examination, CAT conducted in common 
by all the IIMs. 

Businessworld: Is work experience becoming essential 
these days? How much weightage do you give it in the 
admission process? 

Sinha: Work experience is not essential for joining IIM-C. 
since it is not essential, it is not of much importance in the 
admission process. m 
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In 1954, the Faculty of Management Studies (FMS), University of Delhi, made a 
modest beginning with a three-year part-time postgraduate management pro- 


gramme in Business Administration for senior and middle level executives. After 
over a decade, in 1967, it began its full time Master of Business Administration 
programme for graduates. Today, it is one of the finest B-schools in India. An inter- 
view with programme director Kuriakose Mamkoottam. 





“We Provide 





Holistic Education” 


Businessworld: What is the value proposition 

of FMS? What kind of students do you want to 

attract? 

Mamkoottam: Our mission is to contribute 

towards the body of knowledge in manage- 

ment education on a continuous basis, and to 
upgrade managerial skills to facilitate professionalism in 

Indian industry and organisations. To achieve this broad 

mission FMS has been pursuing the following objectives: 

e To provide state of the art professional education which 
will enable young men and women to assume the role of 
managers. 

e To equip practising business executives with up-to-date 
knowledge and skills for the management of industry 
and business. 

e To prepare students for careers in teaching and research 
in management. 

e To extend the frontiers of knowledge in management 
through research, consultancy, development of teaching 
material and case studies based on Indian situations. 

It may be added that at FMS students are given ample 
opportunities to exercise their initiatives and leadership 
skills by involving themselves with various activities under 
the umbrella of the student body (Management Science 
Association). MSA organises a variety of activities including 
seminars, workshops, cultural and sports events, institute 
interface with companies and campus recruitment. 
Businessworld: Every B-school wants to provide a 'global' 
programme? What is it about your programme that makes it 
global? How does the programme compare with the best US 
B-schools? 

Mamkoottam: In the globalised business environment that 

we live in today, business education has to necessarily pro- 

vide inputs on the latest concepts and practices followed in 
different parts of the world, and that is precisely what we do 
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at FMS. Particular emphasis is given on the latest develop- 
ments (both theoretical and practical) in the various cours- 
es that are offered at FMS, especially through case discus- 
sions and practical assignments. FMS has a fixed number of 
seats reserved for foreign students in its programmes. 
Moreover, the students who graduate from FMS are also 
recruited for postings abroad. 

Businessworld: How different is your programme from the 
one offered by the IIMs? 

Mamkoottam: It is neither possible nor desirable to differ- 
entiate FMS from the IIMs, considering that students who 
seek admission and the companies who visit these campus- 
es to recruit are virtually the same. However, FMS being a 
part of the University of Delhi believes in providing holistic 
education with a multi-disciplinary focus, while at the same 
time laying special emphasis on business administration, 
which is required by the world outside. 

Businessworld: Given that there are so many rankings, how 
should a student go about short-listing a B-school? 
Mamkoottam: As long as rankings are not based on a set of 
universally accepted norms, rankings of B-schools brought 
out by different agencies are bound to confuse the students 
who are seeking business education. However, given that B- 
schools are institutions providing professional education, 
students should base their decision on the basis of the fol- 
lowing criteria: 

- Number and qualification of full-time teaching faculty. 

- Process of selection for admission. 

- Course content and teaching pedagogy. 

- Placement history and career progression of alumni. 
Businessworld: What is the most important part of the 
admission process in your school? 

Mamkoottam: The admission process at FMS begins with a 
written examination conducted at the national level, which 
tries to test the potential candidate in terms of english com- 











prehension, analytical skills/ data interpretation and quan- 
titative ability. The top performers in the written examina- 
tion are further tested through group discussions, personal 
interviews and extempore speeches; knowledge in the sub- 
ject in which they have graduated; aptitude and awareness 
of the economy and environment etc. to ensure that they 
are suitable for a career in the corporate world. 
Businessworld: How much weightage do you give to work 
experience in the admission process? 

Mamkoottam: There is no special weightage given to work 
experience since it is not often recognised by the potential 
recruiters. However, everything else remaining the same, 
candidates with suitable work experience may have a better 
chance to be selected. 

Businessworld: FMS prides itself on strong links with the 
industry. Has the institute introduced any new courses to 
respond to the changing industry needs? 

Mamkoottam: As mentioned earlier, courses at FMS are 
updated on a constant basis. As part of the academic cur- 
riculum, students undertake live projects given to them by 
corporate bodies. The term projects for the various electives 
assigned to students too are designed as live research proj- 
ects. In addition, senior managers from reputed organisa- 


“It is neither possible nor desirable to 
IIMs, considering that students who seek admission and the compa: 
nies who visit these campuses to recruit are virtually the same.” 










differentiate FMS from the | 





tions visit the campus on a regular basis and share their 
experiences and concerns with the students. 
companies deliver specifically designed courses to students 
at FMS in select areas of interest. These include the sales 
and distribution workshops conducted for second year stu 

dents by Hindustan Level Limited — 14. sessions in all 
(approx. 30 hours). Citibank, Andersen Consulting, Nestle, 
etc. have offered similar lecture series in different spe 

cialised areas at FMS. 

Businessworld: There is a lot of debate over how much a B 

school needs to charge. Since FMS charges one of the low 

est fees, how does the institute overcome resource con 

straints? 

Mamkoottam: FMS is a UGC-sponsored faculty of the 
University of Delhi. FMS operates with the minimum facil 

ities possible, often much below the desirable level 

However, periodic grants from the University of Delhi help 
to respond to the growing needs in the areas of computers, 
books and journals, technical equipment and infra 

structural facilities. In addition, generous contributions 
from students raised through the student body (MSA) on à 
regular basis help to provide various facilities to the stu 

dents and the institute. m 
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What Is Your Natural 
Management Score? 


Instructions Read each question and tick one of the 
answers. Mark the answer that most accurately describes 
your actual behaviour, feeling or attitude. You must be 
absolutely honest with yourself in order to get a realistic 
assessment of your managerial potential: 


l. 


You realise in the bus that you have forgotten your wal- 

let. What would you do 

a. Tell the conductor and hope he lets you stay 

b. Try to borrow money from a decent-looking co- 
passenger by convincing him that you will return 
the fare very soon 

c. Do nothing; hope the conductor doesn't notice you 

d. Get off the bus and walk 


Your boss had asked you to prepare a production budg- 

et, which you didn't make 

a. You would pass the blame on to the production 
department for not giving you data on time 

b. You would blame your boss for giving you too much 
work on short notice 

c. You would accept your mistake and ask for just a 
day more 

d. You would cook up a story about how aliens 
abducted you last night 


Your group of friends decides to collect charity for a 

good cause. However the person who had been taking 

the most initiative falls seriously ill. You... 

a. After a discussion with friends, dump the idea 

b. Decide to look for someone who had done a similar 
thing in the past 

c. Ask your friends to redouble their efforts, with 
clearly designated roles 

d. Wait for divine intervention 


In the charity fund project, you realise that only you are 

putting in any effort 

a. You take everyone to task 

b. You plead with them to start working 

c. You carry on working and keep hinting to them 
about what you think 

d. You call for a meeting in a local restaurant and 
explain your position 


If the night before your final exams you realise that you 
have been studying the wrong subject, you would 


a. Prepare chits to help you in the exam 

b. Start preparing for the right subject and hope that 
you pass 

c. Spend the rest of the time asking people what to do 

d. Not worry much as usually you are regular with 
your studies 


If during an interview your prospective employer tells 

you that you are wearing different colour socks. You 

a. Tell him that it is the latest trend started by Gucci 

b. Apologise for not being properly dressed 

c. Cook up a story that there was no electricity in the 
morning so you couldn't see the different colours 

d. Tell him that this was all you had in your closet 


If your boss asks your opinion on a weird shirt that he is 
wearing 

a. You would tell him that he is too old for it 

b. Tell him he has never looked better 

c. Advise him to buy few more such shirts 

d. Wear a similar shirt to office the next day 


If even after studying very hard for an exam you could- 
n't clear it, you would 

a. Blame your luck for it 

b. Blame the teacher for setting a very tough paper 

c. Blame yourself for not working hard enough 

d. Forget all about the result and start studying again 


While alone on an island with a foreign national who 

doesn't know your language, you would 

a. Try to communicate with gestures 

b. Totally ignore his/her presence 

c. Passasmile and keep on smiling 

d. Attempt to communicate, try to learn his language 
and teach him yours. 


. If the result of this test shows that you are not worthy of 


getting admission in a B-school, you would 

a. Stop studying for the entrance tests and look for 
other options 

b. Blame the author for coming up with an illogical 
conclusion 

c. Will try to understand the logic of the test and seek 
to improve on the points not done well on 

d. Have other friends take the test and compare notes 
with them. 
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Answers 

1 (a) 1, (b) 2, (c) 0, (d) 0 
2 (a) 1, (b) 0, (c) 2, (d) 0 
3 (a) 0, (b) 1, (c) 2, (d) 0 
4 (a) 0, (b) 0, (c) 1, (d) 2 
5 (a) 0, (b) 2, (c) 0, (d) 1 
6 (a)2, (b) 1, (c) 0, (d) 1 
7 (a)0,(b)2, (c) 1, (d) 2 
8 (a) 0, (b) 0, (c) 1, (d) 2 
9 (a) 1, (b) 0, (c) 0, (d) 2 
10 (a) 0, (b) 0, (c) 2, (d) 1 


What does each of the question measure? 
1) Common sense 

2) Honesty and work ethic 

3) Initiative 

4) Team skills 

5) Positive thinking and belief in self 

6) Presence of mind 

7) People skills 


IMT, Ghaziabad 

Based on the admission result, merit scholarships of 
Rs 20,000 each will be awarded to the top 25 candidates in 
PGDBM courses and 10 in the PGDCA course. Additionally, 
12 merit-cum-means scholarships are also awarded. 


MDI, Gurgaon 
There are five merit scholarships of Rs 10,000 each available 
for the top five students at the end of the first year. 


XLRI, Jamshedpur 
There are some scholarships available for PM&IR (Personnel 
Management and Industrial Relations) and BMD (Business 
Management Day) students. Here's a 
partial list: 

* Jubilee: PM&IR, 1 scholarship for 

Rs 50,000 
* Reckitt Benckiser: PM&IR, 1 schol- 


arship, Rs 25,000 

* Jubilee: BM I, 1 scholarship, 
Rs 50,000 

* Nestle: PM&IR, BM II, 1 scholar- 
ship Rs 1 lakh 


* Geeta Saxena Memorial: PM&IR II, 
BM II; 1 scholarship, Rs 20,000. 
Note: | and II denote first year and 
second year respectively 


IMI, Delhi 
The institute awards merit scholar- 
ships to participants of the PGP pro- 








8) Determination and persistence 
9) Logical thinking and common sense 
10) Positive thinking 


Score Interpretation 

14 or more: You have a very high understanding and gut 
feel of managerial and real-life situation handling. You 
could even be an instinctive businessman (like Richard 
Branson) in the making. 

8 or more: You have above average managerial poten- 
tial. Try to understand what these questions tested you for, 
as these are the skill-sets any selection committee in an IIM 
would look for. 

7 or less: Don't feel sad. While you are not quite right for 
management right now, remember management is all 
about learning and acquiring. You still have time to read à 
lot and talk to people involved with business management 
to understand whether it can be the right field for you. = 


Vivek Pandit & Sanjiv Malhotra 





Scholarships And Financial Aid 


gramme. Scholarships of Rs 50,000, Rs 30,000 and Rs 20,000 
are given to the top three students respectively at the end of 
the first year. 


IILM, Delhi 

Achievement 

Awarded to students who excel in academics and co-curric- 
ular activities. Along with excellence in non-academic 
activities the applicants must have six distinctions. 

Merit Scholarships 

Based on pure academic brilliance and will be awarded to 
students on the basis of their performance in the first year 
of the PGDBM programme. 

Means 

Awarded to students who are aca- 
demically brilliant but who do not 
have the means to support their 
education. 


Sports and Special Talents 
Scholarships 


Awarded to students who are excel- 
lent national or state-level sports- 
persons, and have achievements at 
these levels of competition in the 
last two years. 

Each scholarship amounts to 
Rs 35,000 - 65,000 depending on the 
level of achievement. m 


The information has been sourced from the 
admission brochures (2004-05) of the schools 








B.K. RAMESH 


OW do you catapult an Indian B-school into the ranks 
of the top 20 global schools in less than 15 years? Here's 
how. First, transplant world-class infrastructure into 
the city of Hyderabad. Second, lure best-in-class facul- 
ty from around the world to teach a term each. Then 
enroll a bright and diverse student body with rich work 


experience. And finally, build a reputation as a school that 
operates on the frontiers of research and management 
knowledge. 

ISB has more or less managed to get the first two spot 
on. The third? Well, the student body is more competitive, 
has more industry experience, and is more motivated with 
each passing year. The fourth will take time — but whoever 
said a top global school was built in a day, or even a decade? 


"They have not succeeded yet (in making this a top global 
school). There is a need to increase the permanent faculty 
(it is just five in number). But I do believe there is an excel- 
lent chance that it will become a top global school," says V. 
'Seenu' Srinivasan, professor at the Stanford Graduate 
School of Business, and visiting faculty at ISB for the last 
three years. 

You tend to agree with him. That's because, right at this 
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moment, the B-school is building a world class culture that 
will keep the momentum going. It only takes a single trip to 
the school to see that. 

If you are planning to join the school, do make that trip. 
Students will volunteer to show you around — if they are 
busy, a staff member will give you a guided tour of the cam- 
pus. Sometimes, deputy dean Ajit Rangnekar does the hon- 
ours."Every person here, from the faculty to the people who 
keep the campus spotless, is proud of what we are trying to 
build. And that means doing all the things that make this 
place world class," says Rangnekar. 

For Atanu Sinha, a new faculty member at ISB, it is the 
quality of teaching and research that is all-important. A 
Ph.D from Stern, he had gone to the US some years back 
when he realised that as far as research in the business field 
was concerned there weren't too many options in India. 
"Research and teaching have a symbiotic relationship in the 
US. A school can develop a culture where both can be done 
at the highest level." Sinha is now back, and eager to be à 
part of ISB in its formative years. "I came so that I could 
contribute while ISB was being built. I know that I will be 
able to teach and do research at the highest level here." 










tana. Hel one of b ieternatonal fc 
at ISB. Udell feels the stu- 
dents here are as good as anywhere else 
+ -inthe world 


One of his research topics is going to be about hov 
retail distribution will grow in India and the kind « f impact 
that will have on branding. "India provides a good context 
to do that." And the students of ISB, 
plenty of perspective 


Your own perspective on what makes ISB 


says Atanu, provide 


world clas 
might possibly differ. But the quality of faculty and students 
is something most people agree on. 

Seenu was involved in the discussions at Kellogg whe! 
[SB was just a gleam in the eyes of Rajat Gupta and a fev 
others. "They wanted to make sure that faculty from outside 
Wharton and Kellogg (the two schools, along with Lond 
Business School, came together to support ISB) would 


come there." They seem to have succeeded. The visiting fa 
ulty adds up to a very respec table 68. And like Seenu, quit 
a few of them are from outside Wharton and Kellogg 
Seenu feels the quality of teaching at ISB is comparabi 
to what you get at Stanford or Harvard 


ulty who are good at both resear: h and teaching. | think tht 


“You are taking fa: 
time spent here IS better than what you Wi uld getat the top 


10 schools: the dining place is the same. This is a residential 


programme so total time available with faculty is more 
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Students play a team-building game during the 
orientation programme at ISB 


Greg Udell, a prof at the Kelly School of Business in 
Indiana shares that view. A former commercial banker who 
also worked off and on for the Federal Reserve, his area is 
Commercial and Investment Banking. Raghu Rajan (IMF 
chief economist and University of Chicago prof) called 
Udell up a couple of years back to enlist him in the ISB 
cause. It worked. “I came here for two reasons — I wanted 
to see for myself and participate in the ISB culture. And I 
wanted to see which are the main issues in banking and 
private equity in India," says Udell. 

He says that the interaction between faculty and stu- 
dents is far higher at ISB, since the students live on campus. 
“I sit down with them for breakfast, lunch and dinner, | 
meet them at the gym. My interaction with students at 
Indiana is limited to the time I teach them." 

The interaction cuts both ways. "I have been chatting 
with Seenu. You actually get business ideas from these 
profs," says Piyush Shah, one of the entrepreneurs in the 
class of 2004. He is also working with the head of the mar- 
keting concentration, Jagmohan Raju of Wharton, to pre- 
pare a case on how small and regional players in India are 
competing against MNCs. "Professor Raju wanted more 
cases out of India. He will guide me on this." 

Udell believes that the ISB culture is strikingly similar to 
that in top global schools. "The kind of things we discuss in 
class, the way we approach problems, the way they manage 
their careers is similar to Stern or Kelly. I think the students 
are world class. They are certainly comparable to the stu- 
dents at Kelly or Stern." 

ISB's main draw today might be its faculty — but its stu- 
dents are the ones you should really meet. They bring a 
wealth of work experience and diversity to the one-year 
programme, both prerequisites at any top global school. 
Twenty-six percent of the class of 2004 has worked for 6-10 
years before joining the course. The class has an army 


major, a deep-sea diver, a few entrepreneurs... 

Kulmeet Bawa left the army after 12 years 
with the armoured corps, to join ISB. He says 
he loved every moment of his stay at the 
school. "I would be willing to pay twice the 
amount to relive this experience again." 
Though there are just four foreign nationals in 
the class of 2004, the diversity in terms of 
industry experience is immense. For instance, 
Karthik J., who came to ISB for career accelera- 
tion, brings his experience of the automotive 
and components industry. But the exposure is 
broader than just India: Karthik has worked in 
both Canada and Europe. 

"The global perspective these students 
bring is by virtue of their industry background. 
There is an inherent diversity here," says Udell. 
Of course, ISB can do with a lot more socio- 
economic diversity and more foreigners. It has 
made a small start in that direction and foreign 
nationals like Dan Mitchell are buying the ISB story. 

Dan was the marketing and business development 
manager, Asia and the Middle East, at Kaplan International 
Programs, when he decided to go in for his MBA. "I applied 
to a number of US, European and Asian B-schools, and got 
accepted into several schools that are ranked in the top 50 
internationally. However, knowing that I wanted to make 
my career in Asia, and wanting to attend a one-year pro- 
gramme, I decided that the ISB was the best option for me," 
says Dan. 

The students (past and present) are playing a critical 
role in building and spreading the ISB culture. The student 
orientation in 2003 was organised by alumnus Arjun 
Shankar Srinivasan. "There was a team of about 30 other 
alumni and together with Middle Earth Consultants, we 
organised team-building exercises, games, etc. We got the 
new guys to meet their group members over a game. We 
thought it was a very nice way to build bonds." 

Srinivasan had audit experience at Arthur Anderson 
and KPMG, before he joined ISB. He is now with Satyam 
Computer's BPO arm, Nipuna, and has taken his ISB-edge 
to the company. "My senior management was able to talk to 
Raghuram Rajan when he came to ISB because I got the 
invite first," says Srinivasan. 

The spouses of the students are also doing their bit to 
knit together the community. They are as closely involved 
with the activities at the school as the alumni are. "We met 
dean Vijay Mahajan and he suggested we do something for 
the workers. After that, we all met and decided to take 
classes for the around 45 green earth workers (read gar- 
deners)," says Priya Jain, president of the spouses and 
family association at ISB. 

Constant interaction with top class faculty, experiential 
learning projects for hands-on experience, innovations like 
'artist in residence' — it is all about living the B-school expe- 
rience at a speeded up pace. On most days, the main campus 
fairly buzzes with activity. And the excitement of building a 
world class B-school is palpable. m 
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MET's Asian Management Development Centre announces 


Autonomous full time Post Graduate e-MBA Programme 


Eligibility: Graduates from o recognized university. Bonk, Bank of America, Citibank, CRISIL, Coco-Cola, Deloitte & Touche, 

Entrance exam: June 20, 2004, in Ahmedabad, HDFC, Hutchison Mox, IDBI, Kotok Mahindra, Madison Communications, 
Baroda, Chandigarh, Delhi, Hyderabad, Indore, Jabalpur, Jodhpur, Pepsi, Reliance Infocomm, Standard Chartered Bank, The Great Eastern 
Kochi, Kolkata, Nogpur, Mumbai, Pune, Rajkot, Trivandrum. June 21. Shipping Co, Taj Group of Hotels, Le Royal Meredien, ORG Marg, 
2004, only in Mumbai The Stock Exchange of Mumbai, Trent Ltd, UTI, VIP Industries, 

Unique features: Global intemship opportunities in — UN(ECOSOO), New York 
USA, UK and Chino e Exchange programme with Canberra University, — Visit us June 1-15, 2004, between 10 am to 6 pm for a guided tour of 
Austrolio MET League of colleges. 
e Assistance for educational loans e Specialized credit courses e Dual MET Complex, Next to Lilavati Hospital, Bandra Reclamation, 
specialization e Ongoing industry projects e On-campus jobs e Bondro (West), Mumbai 400 050. Tel: (022) 26440096, 26440057 
Laptops gifted to all students e Excellent campus placements e Wifi — Foy: (022) 26440155 Toll free number: 1600-22-0234 
environment e Freeships for special cases 

Top recruiters: ABN Amro Bank, American Express 


& 


tres newt roves 


e mail: communicotions@met.edu 
Download forms from the MET website: www.met.ede 


1S0 9001-2000 certified 
MET is an NGO in Special Consultative Status with the United Nations (ECOSOC) AS SHARP AS YOU CAN GET 





interview 





Businessworld: What differentiates IIM-B from 
the other IIMs? 
Srinivasan: We live our philosophy of 
‘Excellence through partnerships’. We are root- 
ed in India and alive to the problems of indus- 
try in India and Asia through the research and 
consulting activities of our faculty. Our strong links with 
international institutions like INSEAD in France, McGill 
University in Canada, the University of Lancaster in the UK, 
Babson College in the US and the Maxwell School at 
Syracuse University through joint education, faculty 
exchange or research programmes keeps us at the interna- 
tional cutting-edge of management ideas and pedagogy. 
Businessworld: How ‘global’ is your programme? 
Srinivasan: Our course content is on a par with global pro- 
grammes. Through student exchange, summer intern- 
ships and specialised courses with an international com- 
ponent, about 50% of our class currently gets global expo- 
sure and we hope to increase that to 100% within the next 
couple of years. 
Businessworld: What should every prospective student look 
for in a B-school to ensure that the course is worth the time 
and investment? 
Srinivasan; (1) Faculty, (2) Faculty and (3) Faculty. I am not 
being facetious. A good management education is not just 
about theory but also its application to organisational 
reality. 
Businessworld: Has IIM-B been trying out any special ini- 
tiatives to place students? Does the school have a location 
advantage that other IIMs don't? 
Srinivasan: We initiated a separate lateral placement 
process for students with over two years experience for the 
first time in the 2002 placements. Experienced students and 


“Our Course Is On Par 
With Global MBAs ” 


After 1947, the Indian government focussed on the 
development of indigenous science and technology. As a 
technology-base was being created, it became clear that 
the country needed to simultaneously encourage man- 


agement talent and resources. The response led to the 
creation of the Indian Institutes of Management in the 
country. One of them was IIM-Bangalore. Need we say 
more? An interview with dean (academic) R. Srinivasan 





companies could interact with each other even before the 
start of the final placement period. This led to better offers 
for experienced students in 2002. With the changing profile 
at IIM-B, we see the school becoming a major source for 
companies to make high-quality lateral hires. 

Being based in Bangalore certainly helps. The most 
obvious placement destination is the IT industry, with 
which we have very strong links based on the work of our 
Centre for Software Management and the Nadathur S. 
Raghavan Centre for Entrepreneurial Learning, as well as 
the long-duration Post Graduate Programme in Software 
Enterprise Management that we have offered for several 
years. The city also attracts global players outside of IT; this 
again enhances linkages with industry. 

Businessworld: What is the most important part of the 
admissions process in your school? 

Srinivasan: Performance in CAT is the single most impor- 
tant factor in the admission process. 

Businessworld: Is work experience becoming more impor- 
tant these days? How much weightage do you give to work 
experience in the admission process? 

Srinivasan: We believe that relevant work experience adds 
to a student's ability to make the most of our programme. It 
makes the instructor's task in class that much more difficult 
and challenging, to the mutual advantage of all students 
and the instructor. An applicant with work experience 
should have a natural advantage in the interview/group 
discussion processes. m 


This response is an outcome of a team effort. Other than dean R. 
Srinivasan, the respondents are Professors R.T. Krishnan (chairperson, Post 
Graduate Programme), Abhoy K. Ojha and Ganesh N. Prabhu (chairperson, 
placement). 
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Xavier Labour Relations Institute (XLRI) was born out of the 


vision of a Jesuit priest, father Quinn Enright. It was founded 
in 1949 in Jamshedpur, Bihar. Over the last few decades, XLRI 
Jamshedpur has contributed its best to the professional 
growth and management of innumerable institutions that 
serve the public. An interview with director P.D. Thomas. 


"Work Culture Matters 





More Than Money" 


Businessworld: What is XLRI's value-proposi- 

tion? What kind of students do you want to 

attract? 

Thomas; XLRI would like to have its graduates 

contribute to the professional growth and man- 

agement of institutions that serve the public. 
Besides the focus on developing managerial competence 
among the students, the institute emphasises the impor- 
tance of developing a sense of social justice with the right 
attitude and values of discipline, dedication and commit- 
ment among all its members. We try and tell students that 
work culture matters more than money. At XLRI, we have a 
compulsory course in ethics. 

Businessworld: Can XLRI's programmes be called truly 
'global' in the sense that they prepare global managers? 
How do the programmes compare with those offered by the 
best US B-schools? 

Thomas: XLRI's programmes are truly global and interna- 
tional for the following reasons: 1) They are modelled on 
Harvard Business School and the Jesuit Business School in 
the US; 2) After studying the syllabi of national and interna- 
tional schools, XLRI updated and put into practice its new 
curriculum in 2002; and 3) About one-fifth of its 7,000-plus 
alumni are working abroad. 

Businessworld: Indian managers are rising to the top in 
global corporations. What changes are you introducing in 
your curriculum to equip them for such positions? 
Thomas: We have updated the curriculum of both the 
Personnel Management & Industrial Relations (PMIR) and 
Business Management (BM) courses. Every year we add a 
lot of new electives to cope with the changing global envi- 
ronment. For example, we have introduced new electives in 


the areas of globalisation and international management, 
mergers and acquisitions and risk management. 
Businessworld: Most Indian B-schools use HBS case studies. 
Have you made any effort to use Indian case studies? 
Thomas: We have Indian case studies. These are either pro- 
duced by someone else or by our own faculty members. At 
times, we adapt foreign cases to Indian situations. 
Businessworld: Do you have a locational disadvantage 
where placements are concerned? 

Thomas: For placements, we charter flights to get recruiters 
to Jamshedpur. But at times we have to go out of the way to 
ensure placements. For instance, there was a bandh in 
Jharkhand during placement season last year. So we went to 
Kolkata overnight and conducted placements from there. 
We may make this a regular feature later on. 
Businessworld: What are the things prospective students 
should look for in a B-school to make sure that the course is 
worth their time and investment? 

Thomas: They could include the following: (a) faculty; (b 
infrastructure, including a first-class library and availability 
of a computer to each student; (c) a 10095 placement 
record; (d) opportunity for industry-academia interaction; 
and (e) relevance of value-based work culture. 
Businessworld: Is work experience essential these days? 
Thomas: It is important provided the work is of a manageri 
al/executive nature. But many young graduates without 
professional training do not get managerial experience ol 
any considerable degree. While work experience of 2-3 
years is ideal, we have also found that freshers with good 
academic background perform very well in their studies 
and get very good jobs. Therefore, we take note of these two 
points while admitting the students. m 
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HE National Institute of Industrial Engineering 
(NITIE), Mumbai prides itself hugely on being a niche 
institute for technocrats. As director Tapan Bagchi 
explains, "We train our students to fill in the niche that 
has emerged due to the convergence of management 


and technology." 


Set up in 1963, NITIE is one of the 13 centres of academ- 
ic excellence recognised by the Government of India, along 
with the IITs and IIMs. Only engineers are eligible for admis- 
sion to any of NITIE' three post-graduate diploma courses 
— Industrial Engineering (PGDIE), Industrial Management 
(PGDIM) and Industrial Safety and Environmental 
Management (PGDISEM). Even in the distant future, don't 
expect any non-engineers to make it through these hallowed 
gates, as the institute wants to ‘retain its USP’. 

However, if you expect a campus full of engineers 
spouting techno-babble, you will be surprised. As the stu- 
dents and faculty are at pains to inform you, the NITIE 
B-school experience is beyond books and academics; it’s 
more than just 42 subjects spread over 18 months. It's about 
doing six months of work before your final placement. It's 
about having fun while learning. It is also about enjoying 
what the campus has to offer. 


NITIE is nestled in a sylvan 60-acre campus in Powai, 
flanked by the Powai lake on one side and the Vihar lake on 
another (unfortunately, the lake premises are out-of- 
bounds for students). To introduce the first- year students to 
the campus, seniors hold an annual ice-breaking ritual 
called Denovo. Besides the usual gamut of cultural events, 
theres a day-long treasure hunt across the length and 
breadth of the campus, entirely planned by the seniors. 

Every budding technocrat on campus gets a few lessons 
in ground realities. As a student, you are expected to join a 
peer group, formed exclusively by fellow-students. "It isn't 
mandatory, but..." stops a student on that ominous note. 
Depending on your preference, it could be the Marketing 
Initiatives Group (MIG), the Industrial Management Press 
Committee (IMPRESS!) or the Entrepreneurship Cell. These 
peer groups are essentially formed to make learning fun, 
while also building team spirit. Initiatives from the peer 
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groups often form part of the course. 

For instance, ‘Mandi’, an initia- 
tive of the MIG and the professors is 
an attempt to take sales and market- 
ing beyond power-point slides and 
power-lunches. All first-year stu- 
dents taking the PGDIE and PGDIM 
courses have to take part in this 
exercise. After being briefed by pro- 
fessors a week in advance, every stu- 
dent is given an inventory of toys 
totalling Rs 1,000. Then, they are let 
loose in the city for a day. Each stu- 
dent has to make individual sales 
pitches, either to shopkeepers or 
shoppers directly off the street. This 
gives students a taste of the nitty- 
gritty of sales, be it pandering to 
shopkeepers' egos or getting a clue 
about consumer preferences. 

Once that is done, a few stu- 
dents are asked to make sales pitches to their professors. 
This is the trickiest part of the exercise, for professors 
steadfastly refuse to buy anything from the students. A few 
students emerge successful — they have now learnt the 
virtues of persistence — and are asked to share their 
insights with fellow students and faculty. Students that BW 
spoke to were unanimous that Mandi had taught them 
more about marketing than the regular coursework. 
Besides being a lot of fun. The students' enthusiasm 
towards Mandi has meant that the two-year old experi- 
ment has now become a full-fledged course module. 

Does it bother the students that everyone on campus 
talks in binary and code? Apparently it doesn't. Shailesh 
Dhaula, a first-year PGDIM student, says: "It is easier to 
connect with everyone, since we all have similar back- 
grounds and can converse on familiar topics." Prod the 
students a little further and you hear a different tune. "We 
do feel the need sometimes for people from non-engineer- 
ing backgrounds, especially when organising events and 
extra-curricular activities, because other graduates do 
have that experience from their college festivals," admits 
Pavan Kumar, Shailesh's classmate. No one to walk the 
ramp, perhaps? 

Having said that, the students are highly active on the 
extra-curricular front. All the peer groups put their heads 
together and organise, on an average, two events every work- 
ing month, be it management competition, industry interac- 
tion or business events. "We feel that we're doing event man- 
agement in addition to our regular course," smiles PGDIE 
student Vineeta Gupta. So, they have Prerna, an internation- 
al B-school meet; Disha, corporate panel discussions; BGyan, 
a lecture series by industry leaders and Lakshya, an event to 
felicitate on-the-job achievers, among many other events. 
This serves up a great opportunity for students to schmooze 
with industry bigwigs, or as the students will have you say, 'a 
unique industry interface’. 

And what does industry think? If salaries are a pointer, 








then it's certainly happy: the average 
Starting salaries for students have 
shot up from Rs 2.65 lakh in 1999 to 
Rs 6.76 lakh in 2003. “The course 
focus (in industrial engineering 
and management) gives these stu- 
dents a very good grasp of process 
flow along with the regular finance 
and marketing specialisations. 
This understanding is very impor- 
tant for the services industry,” says 
Meenakshi Kumar, an HR manager 
from ICICI Bank, which was the 
leading recruiter this year (2004) at 
NITIE. 

There are 50 full-time professors 
in NITIE, besides various industry 
leaders who serve as visiting faculty. 
Bagchi has set a target for NITIE to 
double its student capacity to 600 by 
2007. The school is woefully short on 
international linkages and the faculty and peer groups are 
actively looking at increasing international exposure for 
NITIE students. 

The institute has placed an emphasis on developing 
infrastructure and faculty. Currently, all hostels are equipped 
with a 2 Mbps Internet connection, an OH projector and a 
lending library. The students themselves have set up an 
intranet, connecting the entire campus. In the next 18-24 
months, NITIE will add one more hostel to its existing five. 
Also on the anvil are a new library and academic building, 
and a new research building which will house all the existing 
research labs. The funds for all these projects have come in 
through central government grants. 

In March 2003, Bagchi initiated a faculty development 
programme. Faculty members are encouraged to write 
research papers and present them at conferences abroad. 
NITIE has also started an annual faculty development pro- 
gramme, inviting professors from all over the country. This 
way, the professors can learn a lot through interactions with 
their peers. 

At every workshop or seminar that the institute is invited 
to participate in, NITIE sends a representative team of three 
or more professors from completely different areas — for 
instance, professors from communications, management 
and engineering. On their return, they have to make presen- 
tations to faculty members on what they learnt from the sem- 
inar. Thus, the faculty gets three diametrically opposite yet 
incisive views on the same topic. Says placement in-charge 
Ashok Pundit, "We are constantly in the process of upgrading 
our skills even after a number of years of academic experi- 
ence. This approach is a unique learning experience." 

Those associated with the institute believe that every- 
thing about NITIE is unique, starting from its campus, to its 
students, to its course, right down to its canteen, which 
remains open till 2.00 a.m. during exam time. And, having 
seen it all up close, it would be difficult for this correspon 
dent to disagree. = 
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Businessworld: How are you making your pro- 

gramme ‘global’? 

Kalro: We are seeking to internationalise our 

programme through the following means: 

e Attracting international students, though 

currently we have very few and that too from 
the middle-east. 

e Attracting faculty from educational institutions abroad 
who come and spend two to three months with us and 
teach in the postgraduate programme during that period. 

e Collaborative research that faculty pursue with institu- 
tions abroad. 

e Visiting research scholars who pursue their research with 
IIM-K as their base. We have had scholars from Sweden 
and applications from the US for this purpose. 

e A large number of visitors from institutions abroad visit 
IIM-K and address our community about the global 
management challenges. 

Businessworld: Quite a few IIM alumni go on to do second 

MBAs from foreign schools. Why do you believe this is hap- 

pening? Is global accreditation of some kind important 

these days? 

Kalro: Not many IIM alumni go abroad for a second MBA. 

However, some do acquire another MBA while pursuing 

their doctorate in American universities. Global accredita- 

tion is important for all schools desirous of attracting inter- 
national students in a big way. 

Businessworld: What gives your school an edge over others? 

What is the single most important thing a prospective stu- 

dent must know about your school? 

Kalro: The school has established a reputation for itself and 

the programme by following a consistent and focused strat- 

egy. The four drivers of our strategy are reflected in all our 
academic programmes and activities. These are 1) Value- 
based leadership; 2) Technology-enhanced learning; 

3) Market-centric curriculum; and 4) An abiding commit- 


“We Have A Market- 
Centric Curriculum" 





IIM-K is the fifth Indian Institute of Management. 
Established in 1996, it provides education, train- 
ing, consulting, and research facilities in manage- 
ment. An interview with former director A.H. Kalro 










ment to society. 

Businessworld: How important is approval/accreditation t 
the AICTE? 

Kalro: IIMs do not require approval or accreditation by AICT) 
Businessworld: Is work experience becoming more impo 
tant these days? How much weightage do you give to woi 
experience in the admissions process? 

Kalro: Work experience is given due weightage in our selet 
tion process. More than 80% of our students have moi 
than one year of work experience. The average work exper 
ence last year was more than three years and this year a li 
tle over two years. 

Businessworld: Your institute is relatively new and is locate 
in an area where there are relatively fewer recruiters. Is thi 
a major disadvantage? 

Kalro: Being located in Kerala is not a disadvantage in tk 
context of attracting students as well as recruiters from tt 
entire country. This is because of the national character : 
IIM-K, the nature of our programme and the profile of sti 
dents as well as their competencies. 

Businessworld: There were fears that placements might be 
problem at B-schools this year. Did your school try out ar 
special initiatives to place students? 

Kalro: Placements at IIM-K have been progressing smootl 
ly thus far and we expect that we will be able to comple! 
placements in accordance with our expectations. As we al 
a new institution we have had to necessarily create suitab 
linkages with industry and employers to facilitate plac 
ments, and we continue to do so. 

Businessworld: What is the most important part of tl 
admissions process in your school? What kind of candidat 
are you looking for? 

Kalro: There are three important inputs in the selection « 
candidates who apply to IIM-K: 1) Performance in CAT; 

2) Group discussion and interview; 3) Relevant prior wo! 
experience.m 
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"lam ready for the world" 





"The unique global perspective of the course content, the incessant grind through 
real life situations and the stimulating learning environment at TASMAC mean, at the 
end of it all you are raring to go... like me !" - Chirag Gujarati (MBA 2003 Class) 


TASMAC Backed by achievements that are your insurance 
against mediocrity... 
Truly a New Generation 
management institute offering 
globally relevant management outside UK & Europe to be 


The first and the only institution 
PS accredited and recognised by 


education of the highest 


ea ee iust csl British Accreditation Council (BAC) 
With a modern paradigm of an E 2n BR 
instant adaptability to change, India’s first — 
€ E — management institute 
ems nm — with ISO 9001 : 2000 
contemporary, always relevant. — Certification. 





TASMAC has been validated by University of Wales, UK to offer its 
degree programmes at the state-of-the-art campuses in Pune & Bangalore 


MASTER OF BUSINESS ADMINISTRATION IN BUSINESS 
M ga (1 Year : Full time / 2 Years : Part time) BA (HONS) ADMINISTRATION 


Whether you are seeking global careers or exceptional young talent with global perspectives, look no further than 


TRAINING & ADVANCED STUDIES 
IN MANAGEMENT AND COMMUNICATIONS LTD. 
CORPORATE OFFICE AND PUNE CAMPUS 
TASMAC House, Plot No. 14, TASMAC Road, Viman Nagar, Pune - 411 014 (India). Tel. : +91 020 400387 1/4003872/26632456/26632893 
Fax : +91 020 4001431E-mail : wales@tasmac.ac.in Website : www.tasmac.ac.in/wales 


BANGALORE CAMPUS 
TASMAC House, 7/6, Bull Temple Road, Basavangudi, Bangalore - 560 004. Tel. : +91 080 26606942, E-Mail : tasmacbir@eth.net 
BRANCH OFFICES - Hyderabad : Tel. : +91 040 55662724 / 5, Kolkata : Tel. : +91 033 30924780/30924781, Fax : +91 033 24861507 j 
Mumbai : Tel. : +91 022 23516430/23513656, Guwahati : Tel. : +91 0361 2608061, Ahmedabad : Tel. : +91 079 27911327 2 








To BBA Or Not To BBA’ 


Should a student look at the BBA option before doing his master’s? 


HEN it comes to management studies, India 
- has chosen its own quirky path. In the US, 
- the MBA programme was designed specially 

for working executives who wanted to hone 

their managerial skills. The Bachelor of 

Business Administration (BBA) programme 
was meant for students without any work experience. That 
model still works well in that country. 

It's different here. Most MBA students hardly have any 
work experience worth speaking about. At the same time, 
BBA courses have not really taken off in terms of place- 
ments and job prospects. 

So, here's the million-dollar question: does it help to do 
a master’s straight off or is it better to do a BBA first and 
then an MBA? 

The answer depends on how sure you are about your 
goals. Adarsh Tibrewal is doing his BBA from Amity 
Business School since he wants to work in the family busi- 
ness before going on to do an MBA. 

If you are not too keen on business management, then it 
is best to do your graduation in a subject of choice — should 
you change your mind later, the MBA option will still be open. 

A student who wants to make a career in business man- 





agement but isn't sure whether he will be able to do an MBA 
later, should definitely consider a BBA. If the BBA institute 
has a good faculty and infrastructure, the value addition 
can be high. The employment prospects of a BBA are also 
normally higher than that of a plain graduate. 

What if you already have your eyes set on an MBA? In 
such a case, a BBA may not be necessary. Sure, the under- 
grad programme, being a milder version of MBA, gives you 
exposure to the subjects that are generally incorporated in 
the postgrad curriculum. But the thing to remember is that 
the MBA syllabus cannot be defined in strict terms. There is 
only a hazy demarcation between the courseware that is 
covered at the undergraduate level and the postgraduate 
level. There is little point in studying the subjects that will 
be taught again at the postgraduate level. 

Finally, students who can't get into colleges of their 
choice and are weak in interpersonal skills can also consider 
a BBA. The team skills you pick up there, will give you a slight 
edge in the selection process. This is of course a subjective 
assessment, as none of the MBA institutes has made BBA a 
necessary pre-condition for MBA admissions. m 


Mansoor Agha & Rachna Khandelwal 














Mumbai University (BMS) 


10. Lucknow University, Lucknow ——__ 


| Written Test-GD-Interview 
80% Marks in 1042 800+ seats — 
Written Test-GD-Interview - 
55% Marks in 1042 — 60 seats (BBA) d 
Written Test-GD- Interview _ 
Written Test-GD- Interview _ Er 
50% Marks in 10+2 — 30 seats (BBM) I S 
Written Test-Interview.- E: — 
55% in 10+2 600+ seats 
Written Test-GD-Interview 


50% Marks in 1042 — 30 seats (BMS) "s 


Written Test 


NOTE: This is not a comprehensive list. The information provided is based on last year's data. AICTE changes the number of eats, 
entrance procedures and the eligibility criteria of institutes on a continuous basis. 





NIMC graduates stand out 
Children from Army families have proved their 


mettle in diverse fields 
They are disciplined, dedicated and determined 





Location: B-School located in Kolkata, established in July 1997. 
Management: Managed by the Indian Army under the aegis 
of Army Welfare Education Society (AWES), New Delhi. 
Courses: MBA - Two year fully residential course with 
90 students per batch. Specialization : Marketing (73%); 
Finance (22%); HR (05%) Dual Specialization from : 2003 
- 05 session 

Affiliation: Approved by AICTE and affiliated to West 
Bengal University of Technology (WBUT). 

Admission System: Admission through CAT followed 
by Group Discussion and Personal Interview by a com- 
mittee. Graduates/Technical Graduates (10+2+3) of a 
recognized university are eligible. 

Student profile: Students represented from 15 states 
of India. Streams from which students come : Engg 
(31%); Science (18%); Com(12%): Arts (18%); Other (21%) 
80% seats are reserved for Army wards and depen- 
dents and 20% seats for general category. The aver- 
age age of students is 22. No. of applicants in 2003 : 960 
Support facilities: Eco-friendly campus spread over 10 
acres of land in Alipore, Kolkata. Air-conditioned class 
rooms, computer labs and library; multi-gym, recre- 
ation centers, outdoor and indoor games facilities. Class 
rooms are equipped with modern teaching aids. Up-to- 
date hostels, dinning halls and cafeteria. No. students 
placed on campus : 55 
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anagement : 


B-School run by the Army 


Fee Structure: 











Fee Total 


( per yea r) 


Hostel & 
Messing 


Category 













(in Ks.) (in Rs.) (in Rs.) 








Army 24,750 69,350 
General 60,000 24,750 





Faculty: 14 Core faculty with best B-School and indus 
try background and 40 Visiting faculty from industry 
and other B-Schools. 

Placement Records: Full placement on campus. 30 com- 
panies from all over India participated in the place- 
ment. The highest salary was Rs. 3.5 lakh p.a with the 
average at Rs. 1.87 lakh p.a. Top three recruiters lasi 
year : ABN Amro, GE Capital, Zee Turner 
Present Status: Within seven years, NIMC 
a ranked B-School (B+), one of the leading institutions 
in the eastern region. 

USP : Energetic and intelligent student profile groomed 
with Indian Army discipline and values 

Director: Dr. K.K. Chaudhuri 

Management: By the Indian Army under the Chairmanship 
of Maj Gen ZU Shah, SM, VSM, GOC, HQ Bengal Area 


has become 


Contact Details: 

National Institute of Management Calcutta, 
Judges Court Road, Alipore, Kolkata 700027 
Tel : 2439 8335/37/38/2479 4494 

Fax : 2479 4929 

e-mail : nim_cal@hotmail.com 

Website : www.nimcal.ac.in 








dean M. L. Shrikant. 


Inaugurated in 1981, by the then British Prime 
Minister Margaret Thatcher, SPJIMR has moved from 
strength to strength due to its innovative pedagog- 
ic approach and its ability to adapt to the changing 
business environment. An interview with honorary 









“We Are Continually 
Appraising What We Do’ 


Businessworld: Why do graduates of leading 
Indian B-schools need to pursue a second MBA 
abroad. Is global accreditation a must? 
Shrikant: There are two explanations. The sub- 
stantive one is that the US institutions are far 
more advanced than those in India. Job 
prospects, particularly if one wants to work with an MNC, or 
in the US, are far better for a graduate of a top US B-school. 

As regards the non-substantive issues, in any society, 
brand equity is a result of the past. An IIM tag always car- 
ries far greater weight than a non-IIM B-school tag. Thus 
‘who you are’ becomes more important than ‘what you are’. 

The better B-schools in the country need to be interna- 
tionalised and for that global accreditation is necessary. 

Businessworld: How are you making your programme 
‘global’? 

Shrikant: There are two dimensions — business and 
cultural. The former is the exposure of our programme to 
economic and business dimensions which address the 
issue of globalisation. 

The second is achieved through group work, projects 
like Assessment and Development of Managerial Potential 
and Development of Corporate Citizenship, and involve- 
ment of every student in planning and administration. 

For students who desire to work abroad, our pro- 
grammes promote language training. Our second-year 
MBA programme allows students enough flexibility to cus- 
tomise a part of the academic work to their convenience. 
Participants of our Family Managed Business Programmes 
undertake foreign visits to selected areas for on-the-spot 
study of the business settings in the countries visited. 
Businessworld: What is the single-most important thing a 
prospective student must know about your school? 
Shrikant: The corporate sector has found our students to be 
comparable to, if not better than, students from other insti- 
tutes. Most companies going for campus recruitment, in 


addition to the IIMs (A, B, C), visit our campus. Thus, ot 
placement record is comparable to the best in the countr 
We have achieved this through our selection process and a 
emphasis on non-classroom academic activities to strengtl 
en skills and attitudes. 

Businessworld: What are the things a prospective studer 
should look for in a B-school to ensure that the course 
worth his/her time and investment? 

Shrikant: (i) Placement record, (ii) pedagogic strength an 
innovations, (iii) industry integration and (iv) residenti; 
programme for social experience. 

Businessworld: What is the most important part of th 
admissions process in your school? 

Shrikant: Besides intellectual strengths, we look at persor 
ality traits, leadership qualities and overall character an 
maturity of the candidate. 

Businessworld: Is work experience becoming more impo: 
tant these days? How much weightage does SPJIMR give t 
work experience in the admission process? 

Shrikant: For certain areas of specialisations like manufac 
turing and operations, and information managemen 
some work experience is necessary. However, this is not th 
case with finance specialisation, as the job involves mone 
and/or capital markets. The situation in marketing is 
mixed one. 

Businessworld: Has the curriculum of your B-schoc 
changed significantly in the last couple of years? Do yo 
feel the need to change it? 

Shrikant: We are one of the few independent institutes i 
the country, having opted to disaffiliate from the Mumb: 
University. This move was necessary to provide constant o 
going opportunities for pedagogic innovations. We are cor 
tinually appraising what we do, getting feedback from a 
sources as also being alert to what is happening elsewher 
— all this leading to the continuous innovation in an 
upgradation of the programme. m 
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UNIVERSITAS 21 GLOBAL 





India truly goes global with this online MBA. Universitas 
21 Global is a joint venture between Universitas 21, an in- 
ternational consortium of 16 distinguished universities and 
Thomson Learning, which is a well known provider of tai- 
lored learning solutions for individuals and businesses all 
over the world. Demand for higher education is increasing 
by the day and there are no tertiary institutes available to 
meet this higher demand. Dr. Mukesh Aghi, CEO, says, 
“education has traditionally been elitist, only for those rich 
enough can afford it. This is neither fair nor smart. Also 
this is a massive social and economic issue which must be 
tackled immediately by the nations of the world.” Describ- 
ing the role of U21 he adds, “this situation is particularly 
critical in Asia , where according to World Bank estimates 
by 2020 there will be 50 million looking for higher education 
and of this 15 million would be in India alone. And this is 
where Universitas 21 Global comes in.” 

The MBA programme amalgamates some of the best prac- 
tices in education excellence. It is internationally accred- 
ited by U21 pedagogy which is an independent quality 


assurance body which ensures that the curriculum meets 
rigorous academic standards of its member universities. 
The curriculum provides students with a global perspec- 
tive, the opportunity to network with peers, fellow students, 
industry professionals from around the world. It also helps 
students build their networking skills. All this marks a shift 
from the traditional brick-and-mortar education formula. U21 
provides students the opportunity to undertake an MBA 
programme which is both affordable and convenient. It 
appeals to working professionals who want to study but at 
the same time do not want to forsake their careers. 

Of the member universities of U21 Global, 5 were ranked 
among the top 20 MBA schools by Asia Inc., including the 
National University of Singapore, University of New South 
Wales, University of Queensland, University of Hong Kong 
and University of Melbourne. The other member universi- 
ties have also earned their spurs in ranking by various lead- 
ing business magazines and newspapers. U21, in keeping 
with its global image has successfully enrolled students 
from Asia, Australia, Africa, US and the Middle East. 


STUDY OVERSEAS LTD (UK) 





The MBA degree, that too an internationally recognized 
one is a much coveted passport today. It is possibly the 
most popular postgraduate degree the world over, a ticket 
to a successful high profile career. The degree trains the 
individual in the practices of modern day management, 
equips him with tools required to seize new business op- 
portunities, risk management techniques, analysis and de- 
cision making process. United Kingdom offers the right 
milieu of sophistication, educational quality backed by 
centuries of tradition, for pursuing a MBA degree. Apart 
from the decision to pursue a MBA, the crucial factor is the 
task of choosing the right University and successfully 
getting an admission therein, this could be the difference 
between success and failure in achieving one’s aspirations. 
Study Overseas Ltd., (UK) an education consultancy ser- 
vice in India, aims at making the task of application easier 
and simpler. Based out of London, it has six liaison offices 
in India. It provides free consultancy to students wanting 
to study in the UK. 

Representing 62 Universities in the UK, like Manchester 
Business School, Strathclyde Business School, University 
of Bath, University of Glasgow, University of Durham and 


the Aston University among others, it offers a wide choice 
to the students. 

The business world has changed rapidly, senior managers 
tackle issues which involve a number of management func- 
tions, all of which cannot be learnt in the classroom alone. 
The business schools recognize the fact that the real life 
management problems don't fit neatly into subject areas. 
The MBA programmes are embedded with live projects, 
group discussions and internships to provide a new per- 
spective, a sharper insight and broader experience of the 
international business arena. There are a number of 
specialisations in the areas of International Business, Mar- 
keting, Global Business Management and Retail Manage- 
ment. The years of experience, good commercial and busi- 
ness links all go a long way in creating various courses. So 
whether one is looking at a Personal and Professional Skills 
development at the University of Bath or the highly ac- 
credited programme of the University of Strathclyde or the 
famous Manchester Method employed in the University of 
Manchester, Study Overseas paves the way smoothly. The 
liaison offices in India are in Ahmedabad, Bangalore, 
Chennai, Hyderabad, Mumbai and New Delhi. 


Growing pote 


for Manag 
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Aravali Institute of Management (AIM) 

Set up in 2000, in Jodhpur, Rajasthan, it has made a mark 
for providing quality management education. The Insti- 
tute has been established by management profession- 
als, comprising primarily the alumni and faculty of IIMs 
& IITs. The Institute follows the course pattern and cur- 
riculum on the lines of the IIMs. This is further supple- 
mented with inputs from leading organizations in India 
and abroad. 

The faculty comprises of professionals from the indus- 
try, senior level executives with a background of IIMs/ 
IITs. Apart from this AIM calls professionals for guest 
lectures. Since commencement nearly 400 distinguished 
management professionals, academicians from India 
and abroad have given guest lectures at the Institute. 
These guest lectures provide a practical interpretation 
of the theoretical practices of management. It further 
augments the teachings by the core faculty. Apart from 
the course curriculum, the students go on industrial tours 
to interact and gain from real experiences of CEOs. At 
the same time they get an opportunity to see the manu- 
facturing facilities. The learning is not limited to text books 
alone but is also supplemented by practical exposure at 
all stages. The students also undertake a major project 
on the local industry to understand entrepreneurship 
problems and prospects. There has been a 100% place- 
ment of students of the first two batches. The admission 
process is through CAT. AIM is the first and only man- 
agement institute in Rajasthan to get this affiliation. 


Management Education and Research Institute (MERI) 


MERI was set up in 1995, with a vision to equip individu- 
als to face the challenges that the new economy brought 
with it. Management Education is one of the most signifi- 
cant components of human resource development. The 
process of transformation requires innovative ways 
to meet the challenges of the evolving global scenario 
and changing environment. The institute in approved by 
AICTE. The institute approach to the development of 
study programmes is both innovative and responsive. 
The emphasis is not on turning out professionals but 
also in developing them as sincere and committed man- 
agers and leaders. The quest for excellence is a con- 
stant pursuit at MERI, so that the future managers can 
enter the real world of business with confidence & 
dynamism. 
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The Institute sincerely believes in matching the course 
contents with the industry requirements. To this end, 
industry interactions on a regular basis take place. Se- 
nior business executives from various functional areas 
and expert academicians are regularly invited to inter- 
act with the students and the faculty. The infrastructure 
facilities include: modern air-conditioned lecture rooms, 
seminar/syndicate rooms, conference Hall, 
Auditorium, Library, reading rooms and air-conditioned 
computer centre, facilities for on line teaching and 
internet. Provisions for video and tele-conferencing are 
also available in each classroom. Seminars, workshops 
and guest lectures are all part of the course curriculum 
as also industrial visits. The institute has an active place- 
ment cell and students have been placed at some of the 
best corporate houses. 


ITS - Ghaziabad 

Established in 1996, it is a part of the professionally run 
ITS Group of Institutions. The Institute offers five courses 
namely PGDM, MCA, MIS, BBA and BCA. The Institute 
has excellent infrastructure which includes, separate 
hostels for boys and girls, round the clock internet con- 
nectivity through radio link from VSNL, four state of the 
art computer labs with more than 400 computers with 
latest software and networked to each other, air condi- 
tioned auditorium, seminar hall and students activity cen- 
tre. The library is well furbished with twelve thousand 
plus books, 120 Indian and Foreign Journals. 

Apart from the excellent course curriculum, the Insti- 
tute gives special emphasis to its placement activities. 
The placement Cell with all its communication facilities 
is proactive in its approach and students have been 
placed at some of the well known industries and multi 
national companies. The Institute also offers MDP, EDP 
and in-company training programmes. It also publishes 
a journal and newsletter. The journal called Synergy — 
the ITS Journal for IT & Management is published bian- 
nually while the Newsletter ITS News is a quarterly af- 
fair. The group is also into offering courses in Law, Bio- 
Technology and Microbiology. It proposes to start the 3 
year LLB course and 5 year integrated course with affili- 
ation from Ch. Charan Singh University and approval of 
Bar Council of India. The group is also planning to start 
courses in B.Pharma, MBA (International Business) and 
MSc (biotechnology ). 
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mind the needs of the industry and then make the 
samning pragmatic and applicable. Workshops on 
ip, personality development and seminars 
CRM etc are frequently held, guest lec- 


i Jaipuria Institute of Management, Noida 

Set up with a mission of creating, acquiring, dis- 
seminating knowledge as well as upgrading man- 
agement skills, Jaipuria Institute of Management 
launches its new campus at Noida which offers res, project work and training all keep the stu- 
specialization in services management. It is pro- lents on their toes. Consulting services, MDP 
moted by the House of Jaipurias with Sharad _ ™ for executives are other activities empha- 
Jaipuria, well known in the field of textiles, at the ¥ | siz 
helm. The institute is founded on the strong prin- 
ciples of growth through committed faculty, 
strong industry interface and providing stimu- 
lating learning environment. The course profile 
has been designed keeping in mind the de- 
mands of the professional managers in the ser- 
vices sector. The courses offered include con- 
struction project management and construc- 
tion risk management (in collaboration with 
Michigan State University and CIDC), journal- 
ism and mass communication, insurance and risk 
management. The two year MBA programme is 
affiliated to U.P. Technical University. The institute is led 
by Dr. J D Singh, with over 35 years of experience in top 
ranking institutes. The teaching will focus on real life busi- 
ness world as well as learning by doing. Projects, field 
studies, synidicate sessions, workshops, debates, pre- 
sentations by professional managers, industry visits... 
will all form a part of the curriculum. A couple of foreign i 
collaboration with reputed B-schools in USA and UK is at pools incessantly through exchange propre and 
an advanced stage of finalisation involving faculty / stu- research initiatives with international universities and 
dent exchange, joint research / seminars and a bouquet centers. As Pankaj, Vice President, EMPI says, "excel- 
of nv courses in the service sector for the near ftare, 16m global exposure to students besides honing their 


kr: EN ; skills at cross-cultural issues in management." The insti- 
The institute looks at carving a special niche for itself. tute has linkages with institutes of repute. Its partners in 


the prestigious EU-India Internal Business Management 
The Integrated Academy of Management and Centre Project include SAA School of Management, Uni- 
Technology (INMANTEC), Ghaziabad versity of Turin, Italy and Helsinki School of Economics 
The Institute was founded in 1995 by a non-profit educa- and Business Administration Finland. It also has inter- 
tional society with a focus to promote specialized educa- national linkages for student mobility, faculty exchange 
tion, research and training by incorporation of Indian and research initiatives. 
ethos in the contemporary management and informa- Apart from the course curriculum, the students are im- 
tion technology fields. And at the same time provide parted the much needed “work rhythm" training. Stu- 
excellent employment opportunities for young student dents work and live their complete term as ‘real’ execu- 
managers. The need of the hour is to combine academic tives in simulated corporate environs. As Gurnam Sa- 
teaching with practical exposure to equip students with ran, Honorary President EMPI says, "this cuts down their 
the right set of skills, attitudes, knowledge and vision. orientation time as and when they graduate and step 
The infrastructure include well equipped class rooms with into business organizations,” EMPI offers PGDBM, post 
latest teaching aids, an excellent library, computer cen- graduate diplomas and graduate studies in global busi- 
ters, a series of syndicate, discussion and conference ness management; information technology, advertising 
rooms, a well managed subsidized cafeteria facilities for ^ communications and management. The Graduate stud- 
indoor recreation and separate hostels for boys and girls. ies in Entrepreneurial management coupled with a BBA 
The institute follows a mixed model approach. Traditional degree from University of Madras is very popular with 
approaches to teaching have been re-engineered in con- students who have completed class XII. The Institute 
junction to existing courses. Diffusion of technology, team also offers fast track courses, part time learning in areas 
teaching and value added instruction are all part of the like fashion retail management, PR and event manage- 
instruction medium. It is also launching a basket of highly ment, insurance & risk management, journalism and 
focused, short duration, real-world learning programmes mass communication, HR and interior design and deco- 
with practical focus. Corporate interface and relations ration. Keeping close watch on the developments in the 
are high on the agenda. This is carried out keeping in industry and imparting relevant education is EMTT' forte. 
















EMPI Business School 
The focus at EMPI is building intellec- 
tual capital and extensive industry - 
academia collaboration to create 
global executives that match corpo- 
rate expectations. EMPI was cre- 
ated by amalgamating Indian heri- 
tage and value system, with knowl- 
edge and skill competencies of 
today's business environment, an institution that cre- 
ated options for students. The foundation is the age-old 
gurukul system. Ajit N Haskar, patron chairman, EMPI 
feels that the time spent in earning a conventional 
bachelor's degree is not worth it. The residential system 
of education increases interaction amongst students and 
teachers. The management, faculty and students are 
involved in creating intellectual capital and knowledge 
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Coaching Option 


O I really need to be professionally coached for 
MBA entrance? 

Its important to get the right answer to this 
question even before you hunker down and 
start your CAT prep. That's because coaching 
programmes are 

e Expensive: Classroom or correspondence, both come 
with a price tag. Spending wisely never hurt anyone; and 

e Time Consuming: As you begin to seriously prepare for 
the MBA entrance exams, you will realise that every sec- 
ond counts and each second of this valuable time should 
be spent preparing the way that is best for you. 

If your high school mathematics fundamentals are 
strong, if you have a reasonably comprehensive vocabulary, 
an analytical mind and are self-motivated, you may not 
need any outside help for a large part of your preparation! 

Heres a simple way to check whether you need pro 
coaching: take a couple of 'mock' tests on your own. You 
can get such tests easily from friends who are enrolled in 
coaching classes, from educational magazines such as the 
Competition Success Review or from your very own copy of 
the Businessworld Mega B-School Guide! It would be a 
good idea to take such a test (timed, of course), analyse 
your performance and identify areas of strength and 
weakness. You may realise that while you have strong 
mathematical fundamentals and an extensive vocabulary, 
what you need to work on is your calculation speed. 
Practice, and not classroom coaching then, is what you 
need. You would be better off preparing on your own, 
focussing on learning mathematical tables on multiplica- 
tion, squares, square roots and the like. 

An effective strategy for those of you who do not feel 
the need for regular coaching (either through correspon- 
dence or weekly classes) could be to study on your own, 
and take up the 'test series' offered by several coaching 
institutes in the last three months. Such a strategy allows 
you the flexibility to tackle exam preparation in your 
own way and at your own pace. It gives you the added ben- 
efit of taking real, full-length tests in simulated exam con- 
ditions, along with thousands of others aspirants. The 
analysis of each such test gives you detailed section wise 
reports and percentile scores, letting you know where 
you stand. 

If you do feel the need for external assistance and moti- 
vation, do not despair. There are enough coaching pro- 
grammes that give you test material and guidance to get 
through what could very well be the most important exam 
you will ever take. 


SHWETA VERMA 


MBA COACHING PROGRAMMES: The Options 

While no coaching class can guarantee selection, it can give 
you much needed discipline and practice. Unlike the univer- 
sity examinations, which are a test of knowledge, an MBA 
entrance is a test of skills acquired over a period of time. 
Therefore a structured, rational and disciplined approach 
towards preparation and test-taking becomes crucial. 

It is here that comprehensive preparatory courses 
designed by skilled professionals come into the picture. 
Such courses not only provide theory and facts, but also 
channel the efforts of an individual in the right direction. 
Here are a few tips that can help you choose the right 
course, the right institute and approach the preparation in 
the right way. 


CORRESPONDENCE VS CLASSROOM TRAINING 
A correspondence course offers a lot of flexibility, while 
classroom training offers all the advantages of the conven- 
tional classroom education. A correspondence course is 
self-paced and self-driven, while a classroom course offers 
advantages such as constant faculty support, networking 
with other students and comparative evaluation (after all, 
the entrance test is also a comparative exam where absolute 
marks do not hold any significance). 
To find out which option is right for you, ask yourself the 
following questions: 
1. What is the time available to you? 
Are you a working professional who cannot regularly 
attend classes or are you a college-going individual with 
a relatively relaxed schedule? 
2. When are you starting your preparations? 
Are you starting preparation in the final year of your 
undergraduate degree or in the first year? Is this your first 
attempt or have you already appeared for the entrance 
exam once or twice before? 
3. What is your skill level in languages, GK and quantitative 
areas? 
If you are already comfortable in any one or all of these 
areas, a correspondence course should be sufficient for 
you. If not, you might need to look at some professional 
classroom guidance. 
4. Which city or town are you in? 
If you are in a small town or city where good classroom 
courses are not available, you don't have much of a 
choice but to rely on a correspondence course. 
5. Do you have friends who are preparing for MBA? 
It is always good to have a group of people for regular dis- 
cussions and knowledge sharing while preparing for such 





examinations. If you do not have one, it might be more 

useful to join classroom training where you can get a 
X chance to interact with and compare yourself with others. 
6. How self-disciplined and self-driven are you? 

If you are highly self-disciplined and possess the basic 
quantitative and language skills, you may even achieve 
success by practising through a correspondence course. 
However, if you need external motivation and constant 
reminders to keep you on your toes, a good coaching 
institute is what you should be looking at. 

7. What is your budget? 

While a professional, reputed classroom training pro- 
gramme can set you back by anywhere between Rs 8,000 
and 12,000, most correspondence courses are available 
within a budget of Rs 3,500-6,000. 

8. Do you need the course for written test preparation or for 
Group Discussion (GD)/ Personal Interview (PI) prepara- 
tion or for both? 

Some coaching institutes are well known for their writ- 
ten course material but may not provide enough practice 
for GD/PI. Your choice of the tutorial course should also, 
obviously, be guided by what you expect from the course. 


CLASSROOM COACHING: What To Expect And What Not To 
So, you have decided that classroom coaching is best for 
you. Given the high cost of such courses, it is best to get a 
clear idea of what to expect and what not to expect: 

What to expect from a classroom coaching programme: 
e Environment 
This is the most important aspect in the preparation of any 
entrance test. Though a resourceful student may easily be 
able to collect all the material required for preparation, he 
or she will be unable to feel the challenge and imbibe the 
competitive spirit, so crucial for a competitive exam, until 
placed in the right environment. It is this environment that 
the coaching institutes provide, that ultimately encourages 
and motivates the student to stretch himself/herself and 
perform to the best of his/her ability. 
e Professional Guidance 
Professionally-managed tutorial classes are backed by 
experienced faculty and rich course material. Their teach- 
ing methodologies and material have been developed over 
a period of time after extensive research. The valuable 
resources are made directly available to a student thorough 
classroom-coaching programmes. Also, the planned and 
well-defined structure of such programmes makes the stu- 
dent's preparation systematic, organised and, thus, even 
more fruitful. Such benefits may not be easily available in a 
self-preparation strategy. 
e Practice, Practice, And More Practice! 
The MBA entrance being a test of skills, needs regular test- 
ing and evaluation during the period of preparation and 
this is the very hallmark of all good coaching centres. 
Regular tests, assignments and their detailed analyses and 
reports, help aspirants identify and work on their problem 
areas, as well as further honing their strengths. Many 
coaching centres also provide valuable all-India rankings 
that are regularly updated with each test. Such rankings 





give the student a fair idea of his performance vis-à-vis oth- 
ers vying for the same seat! 

e Authentic, Updated Information 

Coaching centres regularly provide updated information on 
several issues of importance to a test taker. These include 
information on last dates of different stages of the applica- 
tion procedure, dates of examinations, changes in the test 
patterns (if any), specialised tests like thematic apprecia- 
tion tests, case studies, advanced mathematics tests, tests 
of creativity, composition writing etc. 

e Short Cuts And Smart Test-taking Techniques 

Since an MBA entrance exam is essentially a test of skill, the 
importance of speed and accuracy cannot be overstressed. 
Classroom teaching sessions, facilitated by one-on-one 
interaction, equip the students with vital skills to identify 
the questions to be attempted, contributing to both speed 
and accuracy. Direct and regular interaction with trainers 
and fellow students, also allows a student to learn short cuts 
and smart test-taking techniques, which may not otherwise 
be available to him. 

e Mock Tests 

This is another benefit that the tutorial courses provide. 
Such tests are a replica of the original tests conducted in the 
same pattern as the original. These not only provide prac- 
tice to the students, but also make sure that they are not 
caught off guard while attempting the actual test. Regular 
practice on such tests helps a student analyse himself on 
scores, time, speed, negative marking, weaknesses, etc., and 
make an effort to work on the drawbacks. 

e Group Discussions/Interviews 

Though many of the tutorial classes provide training only for 
written tests, a vast majority provide training for both written 
tests and GD/PIs. Some of the classes start this training along 
with the written test training. Regular discussions and 
debates in classrooms give the student the opportunity to 
form an informed opinion on various issues, along with the 
ability to understand and analyse another's perspective. As 
clearing the GD/PI is the final and decisive stage in admis- 
sion to a B-school and is a test of the soft skills of an individ- 
ual, right training for the same is extremely important. 


What you shouldn't expect: 
e Assured Selection 
A coaching class can at best prepare you for the exam 
through practice, expert guidance and by making you aware 
of your strengths and weaknesses. But it can never assure you 
of selection. If any class does claim so, such claims should 
best be avoided. So, if you go to an institute with this expec- 
tation, you might land up with frustration later. One must 
always take the advertisements of claims of large number of 
selections with a pinch of salt. Gather more information 
(ideally from former students) about the institute before tak- 
ing a decision to join it. 
€ Overnight Transformation 
One goes to these classes/courses with a certain skill level 
acquired over long years of effort. It would be irrational to 
expect that this skill level would improve by leaps and 
bounds overnight just by attending classes. Only sincere, 








regular efforts in the right direction can increase your skill 
and expertise and it would be futile to expect coaching 
classes to do it without any effort on your part. 

e Predicting The Type Of Tests 

Quite a few MBA entrance tests, especially the CAT, con- 
stantly undergo changes. For example, one year CAT had 
four sections with time limits for all of them while another 
year it had a jumbled up paper and in yet another year it 
had four sections without any time limits for each. One 
must not expect the tutorial classes to predict what type of 
pattern would feature in that year. Of course, they will let 
you know about the different patterns that have appeared 
so far and make you practise them. 


MAXIMISING THE BENEFITS OF THE COURSE 

Keep the following in mind to gain the max out of a coach- 
ing programme, whether correspondence or classroom. 

e Regularity 

Once you have joined a course, discipline is a must. Many 
aspirants are brilliant and have the potential to crack the 
tests, but not all of them succeed. When you are competing 
with thousands of other talented people for a handful of 
seats, the importance of regular, dogged effort cannot be 
over emphasised. Though the pace of preparation may vary, 
regular work is vital given the limited time span available 
for preparation and the very stiff competition. 

e Plan 

Most of the time, students try to cover all subjects in a day 
with the result that they are not able to do justice to even 
one of them. While vocabulary building may be something 


that needs to be worked on everyday, sections like mathe- 
matics and reading comprehension can be done on alter- 
nate days, allowing you to spend sufficient time on them. 
e Analysis 

After each test, spend considerable time doing a threadbare 
analysis of the results. The criteria for such an analysis should 
include the number of questions attempted, number of neg- 
ative attempts, sections of strengths and weaknesses, easy 
questions left unattempted, difficult questions on which a lot 
of time was spent, which section to attempt first, etc. This 
analysis will also help formulate a strategy for the next test. 
e Concepts And Skill Building 

Fundamental concepts and skill building must go hand in 
hand as both are crucial for success. Just as it is necessary to 
master the short cuts and smart techniques, it is important 
to build up strong basic concepts to be able to handle any 
type of variation in questions and to help develop speed 
and accuracy. 

e Confidence And Perseverance 

During the preparation, there are moments when you may 
not perform up to your expectations. It becomes extremely 
important to not lose confidence. Stay calm and continue 
to work according to your planned work schedule. These 
examinations are, more than anything else, a test of 
patience and perseverance. 

e Utilise The Resources 

Good coaching institutes have vast resources in terms of 
competent and experienced faculty, extensive reading mate- 
rial, tests, etc. Make full use of these to identify your strengths 
and weaknesses and work upon them for success. & 


Whether classroom or correspondence, choosing the right coaching institute is vital. The following criteria can go into 


making the decision: 


DECISION CRITERIA 


1. Is the institute old (how many previous batches), well known and has proven credentials? 
2. Is the course material extensive and exhaustive? Are the topics dealt with in a lucid and 


descriptive way? 


3, Does every topic has practice tests attached with appropriate number of questions of 


each type? 


4. Is the course material generic i.e. catering to the need of all types of MBA entrance exams? 
5. Does it provide information, guidance and training about the modus operandi of different 


types of MBA entrance tests? 


6. Is the programme focused on practice and testing? Does it have a minimum of 30-35 mock 


entrance tests? 


7. Does it have a nation-wide student base and does it provide all-India rankings for mock tests? 
8. Does the course offer training for both written exams and GD/PT? If yes, then what is the mode 


and duration of training for GD/PI? 


9. Does the course have any mechanism for guidance and counselling for choosing B-schools? 


Some additional questions for correspondence courses: 
DECISION CRITERIA 


1. Does the course have provision for assignments and their assessment on a regular basis? 
2. If yes, does it have an effective mechanism of sharing its feedback? 

3. Does it have a contact programme? If yes, what is the duration and frequency? 

4. Is the institute regular and timely with dispatch of course material, evaluation of tests, etc. 





EMPI University 


Management & Professional Programmes 





With culmination of EMPI's high quality education and its global research initiatives delivered and 
conducted through its multi-disciplinary group of Institutions and Centres of excellence onto getting 
the University status, EMPI Institutions now offer Programmes listed below in a variety of indicated 
options in either full residential 24X7 teaching-learning environment or Day-Scholar modes. 


Areas : 

* Human Resources & Talent Management Insurance & Risk Management 
* Tourism & Hospitality Management PR & Event Management 

° Interior & Set Design 


Advertising & Communication Manac 


Considering the wide variations between ranking surveys, which confused the 
students, EMPI as a matter of policy has stopped participation since year 2000 


31H» IH Uli m 
amasuvey | EMPI Business School 
‘A’ Grade Institute * J, * “t a 
City Centre : Residential Campus : 
EMPI Professional Training & CSKM Educational Complex 
. : Development Academy, Satbari, Chattarpur 
--—mu E Gargi College Campus, New Delhi - 110 074 | 
Rank for | Siri Fort Road, New Delhi - 110 049 Ph.: 91-11-2665 2373 / 2375 
Intellectual Capital Ph: 91-11-24690354 / 55655806 Fax: 91-11-26654422 
*(Survey, 2000) email: empigkc@empiindia.com email: empi@vsni.com 
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The 22-year old IMT has come a long way. It prides itself on 
its ability to continue to impart those special skills and atti- 
tudes that go into the making of leaders capable of chang- 
ing the world of business. An interview with chairman of 
the management committee Sharat Kumar. 








‘Our Curriculum Is Tuned 


To Global Requirements” 


Businessworld: What is the USP of IMT? What 
kind of students do you want to attract? 
Kumar: Our USP is an ideal mix of practice and 
principles, Latest concepts and best practices 
followed in the industry form the main inputs 
in each stream. This is supported by excellent 
infrastructure and faculty. 
We want to attract potential leaders with a logical mind, the 
right attitude to learning, the capacity and determination to 
transform ideas into reality; self-learners and go-getters 
showing a drive for achievement, with sound cultural roots 
and a flair for performing in cross-cultural environments, 
required for working in the international business arena. 
Businessworld: What is it about your programme that 
makes it global? How does the programme compare with 
the best US B-schools? 
Kumar: Our curriculum is tuned to global requirements and 
is updated regularly based on IMT's constant interaction 
with the corporate world. IMT has launched an 18-month 
Global MBA programme. The programme is conducted in 
collaborative arrangements with the Fairleigh Dickinson 
University (FDU), USA. This programme envisages five 
months of study at IMT, followed by 11 months in the US. 
The US phase includes five months of study at the FDU and 
a 6-month well-paid internship with a multinational com- 
pany. The last two months of the programme at IMT lead to 
an MBA degree from FDU and a PG Diploma from IMT. At 
present, the first batch is studying at the FDU. 
Businessworld: How different is your programme from the 
one offered by the IIMs? 
Kumar: The industry interaction at IMT is comparable to 
that at the IIMs. The students at IMT do a number of live 
projects with the industry and the government. For exam- 


ple, a highly appreciated publication, 'Say No To Plastic 
Bags’, was a study conducted by IMT students for the Delhi 
Government. 

Businessworld: Have there been any recent changes in your 
programme that prospective students should know about? 

Kumar: Recently, we have tied-up with NEGOCIA, an insti- 
tution established by the Chambers of Commerce at Paris, 
for academic collaboration starting with a student and fac- 
ulty exchange programme. Apart from the Global MBA pro- 
gramme, we envisage an academic exchange programme 
too with FDU, USA. 

Businessworld: How important is the approval/accredita- 
tion by the AICTE? 

Kumar: Accreditation by AICTE is a statutory requirement. 
The Association of Indian University (AIU) has also 
approved our programme. However, more important is the 
brand equity that IMT enjoys which is amply demonstrated 
by the industry support that we receive. 

Businessworld: Given that there are so many rankings, how 
should a student go about short-listing a B-school? 

Kumar: Over the years the rankings published by so many 
magazines have weakened their credibility. Prospective stu- 
dents should obtain first-hand information through 
friends, alumni and the corporate world. The recruiters can 
be the best guides in this area. 

Businessworld: What is the most important part of the 
admission process in your school? 

Kumar: The most important feature of the admission 
process at IMT is the group discussion. 

Businessworld: How much weightage do you give to work 
experience in the admission process? 

Kumar: Due consideration is given at the personal interview 
level to the quality and length of work experience. e 





If At First You 
Don’t Succeed... 


Lighthearted advice on cracking the CAT from a test regular 


OW that you're in your final year of college and 
almost forty, have you thought about your 
future?” | dread any question I don't have the 
answer to. But, after completing my B.Com. in 
five laborious years it was finally time for me to 
decide what to do. 
I thought that I should list out my 
options and figure out what I want to be. 
1. Politician 
Having failed all my subjects, | guess I'm 
qualified enough. 
2. Doctor 
I could start my own band (like Palash Sen). Or, 1 
could make lots of money by leaking exam papers. 
Nah, just a tad too risky. 
3. Software Engineer 
Wouldn't it be cool if I could join one of the software 
giants?! But all the stringent policies against sexual 
harassment there would seriously cramp my style. 
4. MBA 
Hmmm... Think about it — two years in some hap- 
pening city like Mumbai, Delhi or Bangalore, study- 
ing all night with bright and beautiful chicks (wink 
wink) and mixing with exchange students from over- 
seas doesn't seem to be a bad idea. Besides, 'MBA will look 
great next to my name in the matrimonials. 

After much deliberation and having gone through this 
extremely rigorous process of deciding my future, I decid- 
ed on a plan of action for the next few months. Much like 
the famed David did before confronting Goliath. Had he 
not whipped out his whiteboard and marker and calculat- 
ed the exact speed and angle to slingshot that rock he 
would have been just another harp-playing shepherd who 
met an untimely death. 

The score on my first attempt and a look at my class 10 
report card dispelled all doubts that I was good in maths. 
So, I began by learning to count higher than 100 and brush- 
ing up my maths concepts from class 9 and 10 books and 
mugging up reciprocals, tables, squares and cubes up to 20. 
Memorising all the formulae by heart helps to solve ques- 
tions easily as sometimes all one needs to do is plug in the 


values. I also tried some books that give short-cut methods 
and learnt the ones that I was comfortable with. Often, 
properties of numbers (like, say, the square of a number will 
never end in 2, 3, 7 or 8) come in handy to eliminate some 
incorrect options. 





Tables and reciprocals help in doing the arduous calcu- 
lations in the data interpretation section a lot faster. This 
section is thick with calculations, percentages and frac- 
tions, so I figured it would be a good idea to make them a 
part of my comfort zone. I also decided to learn to do the 
basic arithmetic calculations in my head. | started by trying 
to add single digit numbers mentally. It was tough at first 
because I couldn't figure out where to ‘carry’ the 1, but | 
eventually got the hang of it. 

Having regained my confidence I took another poke at 
the CAT (“Any idiot can crack this thing!"). I walked into the 
exam hall like Napoleon would have into the local bar to brag 
about his latest victory and swig a couple of brewskies and 
wink at the fetching barmaid. And just like Napoleon, | went 
face down into the mud and was exiled to the Island of Elba. 

I began my preps again. With renewed vigour | dived 
into the Logical Reasoning section. | found ‘family tree’ 








questions a bit confusing. I, once, interpreted a question 
incorrectly and it seemed like the entire family was having 
incestuous affairs. The upside is that, if one can figure out a 
logical reasoning cluster accurately, it takes just about 3 
minutes to solve 5 questions. I realised | would have to be 
very careful while reading the questions — miss something 
and there go all chances of making the cut(off). 

Sometimes, one can eliminate options by checking 
whether they are within the constraints given in the ques- 
tion. I learnt to draw lots of diagrams — it is pretty easy to 
mark the answers by checking the options against a diagram. 

Before starting with the CAT preps, I was under the 
impression that I could write a book on grammar that 
would put even Wren 'n' Martin to shame. | could taak 
inglees end waak inglees! Even my girlfriend, Rosanna 
Davison, thought that my English was alright. But my 
coaching institute didn't. My scores in the eight grammar 
and reading comprehension tests looked like my phone 
number...2, 3, 7, 0, 2, 1, 7, 0. 

But I was only able to hone in on this problem by my 
third (or was it the fourth?) attempt. You may talk the talk 
but if you don't know the nuances of the language you're 





headed for trouble because nuances are exactly what the 
CAT tests, with fill-in-the-blanks, vocabulary questions and 
sentence correction. 

So, I thought it was advisable to get into the habit of 
reading a lot, especially the papers (particularly the editori- 
al) and magazines. After a lot of effort, I got the hang of pre- 
dicting the next few sentences while I read. It helped me fil- 
ter out irrelevant sentences in the reading comprehension 
section. I also zeroed in on words whose meaning | didn't 
know from their contextual use and looked them up in the 
dictionary later. 

Some of the material I read was too advanced for me. 
That Archie sure uses some tough words! Time to turn to the 
idiot box for help. For an idea of 'propah' English, the news 
on BBC is a good place to visit, as India also follows the 
Queen's English (though you wouldn't know it from the way 
most Zippies speak!) 


Around this time, it struck me that forming a study 
group with a bunch of friends from different backgrounds, 
might work. Mine was a group of four. One was a mechani- 
cal engineer, the other a software engineer and the third, an 
idiot. The mechanical engineer could help the others with 
maths, I dealt with English and the software engineer, with 
logic for both reasoning and maths. The idiot provided 
comic relief in times of stress. We would practise questions 
individually and meet once or twice a week to clear each 
other's doubts and answer queries. 

It was time for yet another shot, my fifth, at the CAT. I 
had a high attempt rate but a very low strike rate. Had 
Amitabh Bachchan been checking my paper he would have 
said, ‘Afsos, galat jawaab’, one hundred times. 

Back to square one. 

Around this time I finally figured out what I was doing 
wrong. During the initial laps of my preps, I should have 
been practising questions from each section and finally, 
about two months from D-Day, taking full-length tests 
everyday IN TEST CONDITIONS. It's important to take the 
test this way so that you don't get intimidated by the real 
McCoy. It's equally crucial to analyse one's performance 
after each test. 

It is also one thing knowing which questions to 
attempt and another knowing which ones to skip. There 
are many questions that are distractors. In my last attempt 
I found myself drowning in calculations and wasting pre- 
cious time. Then it was like quicksand, one thing went 
wrong and then another and another... Taking tests gave 
me the ability to filter out the sitters and go for questions 
in my comfort area. Also, I got hold of an OMR sheet and 
used its photocopies for marking the answers. This gave 
me practice in filling in the bubbles and shaving off pre- 
cious seconds. 

By my ninth attempt I had a strategy too. 

| began with English. Solved 99% of the questions there 
and looked at just clearing the cut-off in the other sections. 
This way | could devote more time to fewer questions and, 
thereby, increase my accuracy to almost 100%. For DI, when- 
ever I saw a cluster of questions that had options that go into 
decimals, | skipped it. There is no point wasting time to cal- 
culate to the second decimal place for one mark. 

Also, I had got into the habit of checking the weather 
forecast the evening before. That way, if it happened to be 
warm on E-Day, I was mentally prepared not to get distract- 
ed by tight, sleeve-less tops and spaghetti straps in the 
exam hall. 

| didn't score well at all in the first few...ok some...alright 
a majority...ok all my nine attempts, getting a score that was 
the same as the room temperature. It was heartbreaking 
and disappointing. But I never lost heart and have decided 
to keep chiselling away — I knew others were going through 
the same thing and would give up. I figure this will reduce 
competition for people like me. I know | have one more 
attempt in me. s 


The author isn't in his forties. But he is a bona fide serial test taker. The 
views and ideas expressed in this article are entirely the author's. 
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Announcing India’s first ever 


M B A In Financial Markets 


Institute for Technology & Management introduces the nations first of its kind-MBA in 
Financial Markets (MBA-FM). The program focuses exclusively on Modern Financial Markets 


The MBA-Financial Market will develop ITM has setup India’s first Institutional 
professionals with expertise in Fundamental & Live Dealing Room 


Technical Analysis and training in the emerging fields for training program participants in a real-time, live 
of Equity and Debt Research, Scientific Asset market environment simulation. Featuring the NSE 
Allocation Process, Portfolio Hedging, Forex, exchange software VSTRADE combined with 12 
commodities, derivatives eic. The program includes screen-based trading terminals, live data-feeds NSE iT, 
intensive hands-on training, company internships MonevyLine - Telerate & CRISII and Technical 


and projects. Analvsis Software from Spider Software 


Vijay Agrawal at vijayagrawaka itm.edu 
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ITM University 


25/26, Institutional Area, Sector -4, Kharghar (E), 
Navi Mumbai - 410 210. Tel : 27580903/04 


email:admissions@itm.edu 
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Manas: Checking mail and chatting before bedtime 


Manas Kr. Singh - XIMB, NMIMS 
rhe thing that really gave me the get-up-and-go zip every 
morning was a good workout in the gym. I would be fresh 
for the rest of the day. To destress during the preparation 
period I loved to ‘chillax’ by having coffee with my friends. 
his would take my mind off studies for a while. Also, being 
very passionate about sports, I would often play cricket or 
watch it on TV. And if nothing interesting was on TV, | 
watched music videos. | would sometimes sit around with 
my family, once my dad got home from  $ - 

work, and just talk about non-academic ee 
stuff. And finally, before hitting the sack, | 
liked to check my email and chat online for 
a little while. 


Abhishek Goyal - IMT, ICFAI 

My friends were quite a source of motivation 
during my preparations. As they were also 
studying for various entrance exams, we 
liked to meet at McDonald's and discuss 
problems and troubles. These meetings 
helped to vent our frustrations and, finally, 
we would go home feeling rather relaxed and 
more focussed. My favourite place to take a 
break was Ansal's Plaza (a shopping mall in 
Delhi). Since it was close to my home, 1 
would walk down with friends and sit in the 
open-air amphitheatre, joke around and 


watch the people passing by. The best break from studie 
for me was visiting my relatives in Jaipur. I returned com 
pletely refreshed and hit the books with renewed vigour. 


Debashis Das - NMIMS 

Finding time to study while working long hours was prett 
hard. So, you can imagine the kind of pressure | was unde 
Thankfully, my best friend (and cousin) would come ove 
often and we would talk about college and old times. Thes: 
frequent trips down memory lane really helped mi 
destress and maintain my sanity. Hanging out with friend: 
and meeting good-looking girls was another great stres: 
reliever. | even took a trip to Varkala (in Kerala) with my 
friends to get the fun back into studying. One thing tha 
never let me down was music. When lI got tense, I would pu 
on some soothing music and let it waft over me. It wa: 
‘instrumental’ in calming me down. 


Rohan Chand Thakur - All 6 IIMs and FMS 

| was in my college hostel during my preparation period 
Playing table-tennis and watching TV is something every 
hostelite does to chill-out and I was no different. Also 
with so many friends around it was easy to relax. I would 
specially hangout with pals who were not 'CATting'. We 
would take in a movie or just yak. Some may find this 
strange, but I would alternate studying 
Economics and CATting. This way, | could take my mind 
off the CAT as well as get geared up for my final year 
exams. During the last week I didn't put in much time for 
CAT, just about 3-4 hours a day. m 


between 





As told to Dev Dutt Das 
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Debashis (3'd from left): Hanging out in Varkala with friends 
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ITM announces admissions to a suite of 
highly specialised Masters programmes 


The Master of International Business (MIB) 3" batch, June 2004 
ITM CDLHP Navi Mumbai G t 
The 18-months Master of International Business program is a fast track C 

program that focuses on international business management, marketing. trade, 
commerce and investment. The program includes a Semester Abroad in 


Europe and optional semesters in China and Mexico/Spain. (10095 placement O ur 
for Ist Batch) y 

MBA (HR) Program 2" batch, June 2004 

ITM CDLHP Navi Mumbai C are CT 
A specialized program training students in the field of Human Resource 

Management, MBA-HR is an 18-months program. All Ist batch students have à 

internships. in 

MBA (Retail Management and Marketing) 1" batch, June 2004 

ITM CDLHP Navi Mumbai and ITM Bangalore 

India's first ever Masters program designed for careers in the booming Retail G 

Industry. This 18-month program includes a compulsory 4-month internship e ar 

at sponsoring retail companies, where students are required to work at 
company retail outlets and gain practical experience in the management of 
Retail Enterprises. Enrolments restricted to 30 seats. 


MBA (Financial Markets) 1" batch, June 2004 
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Bagging The CAT 


Here's how you can formulate your very own strategy 


for cracking the CAT 


s there a niggling worry, somewhere at the back of your mind, 
that the odds you face are overwhelming? Over a lakh competi- 
tors, 1000-odd IIM seats, one of the toughest test in the world, 
the possibility of fresh surprises in the new test structure...! You 
want the easy path, don't you? The magic code that will open all 
doors? We have bad news for you — there is no easy way out. 


Practise is the key. 
But you can work smarter than the rest. Here's how... 


Revise Your Theory On The Test Every Few Weeks 

Have you ever met a very successful person in his/her field? 
Apart from being super-confident and a glib communica- 
tor, he would have a theory about what works and how 
things should be done and, most importantly, he would 
always be open to revising these theories! The ability to 
revise your point of view, incorporate changes and change 
for the better is crucial to any success story. 

Few students realise that though the destination is the 
same for all test-takers, the routes may be different. If your 
senior at college mugged up 3000 words and studied six 
hours a day and completed all the material that was ever 
been printed on the CAT... good for him! You don't have to 
replicate his formula — you may not have the patience, and 
his methods may even be wrong for you. 

Sure, listen to all those who mean well — friends, sen- 
iors, parents — but keep formulating your own hypotheses 
and see if they work. A hypothesis is a well thought out the- 
ory that cannot be conclusively proved. So make your theo- 
ries on everything: what is the best time to study, how many 
hours, how to excel at number crunching, how to improve 
stamina, etc. Then put it to the real test — on yourself — 
and feel free to revise it every month! 

You would do well to work on your theories month after 
month, and if at any point of time you feel there is no need 
to, that is a surefire indicator that you are losing interest! 


Stay At it 
"Consider the postage stamp, my son. It secures success 
through its ability to stick to one thing till it gets there." Josh 
Billings, American humourist. 

There is no question about the statement that doggedly 
sticking to a plan takes you far in life. This is how California's 


governor and Hollywood superstar Arnold Schwarzenne; 
once described bodybuilding: "Any donkey can succeed 
it, provided he can do the same routine with the same en 
gy levels week after week". 

Does all this mean that anyone who is consistent a 
hardworking will succeed in the CAT? Not necessarily. Si 
while consistent hard work might not be a sufficient con 
tion, it is a necessary condition. 


Master The Fundas First 

The B-schools seek to filter out most aspirants (that's w 

we call the written test a rejection test) and shortlist t 

right ones through the written exam entirely on the basis 

three factors: 

* Understanding 

* Speed 

* Accuracy 

Your chances of making it to the top will depend larg 
on your ability to pay attention to these key factors. Yc 
first target is to master the fundamentals in all areas. Spe 
and accuracy are skills that are to be considered only afte 
few months have been spent developing the basics. 

You should ideally have the following study objective 

l. Understand the maths fundamentals and revise t 
maths syllabus twice at least in the first three to fo 
months (if you have that kind of time). 

. Read, read, and read some more — from both yo 
course material and outside it. Spend at least 45 minut 
on the newspaper and finish two to three medium-siz 
fiction novels in a month. 

. Do justice to all other parts of the syllabus — data int: 
pretation, reasoning, english grammar, usage and voca 
ulary. 
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Don't Let The Plateaus Pull You Down 


There is no successful CAT aspirant who hasn't hit 


plateau — those depressing times when your reading speed 
‘falls, your maths accuracy stops improving and your test 
scores stagnate. Don't panic, it's a natural part of the learn- 
ing process. These plateaus are the incubating period when 
you consolidate on your learning. 

In fact, CAT preparation is all about improvement in 
stages. One improves on clarity in fundamentals, test taking 
ability, reading speed, and confidence (not necessarily in 
this order) in various stages. It's like a small child growing 
up — he seeks to grow tall overnight, but it takes several 
years. Keep the faith — the improvements will follow. 


Find A Suitable Mentor 
While most students rely for advice on friends/peers who 
are also in the process of preparing, some talk to teachers 
once in a while. However you do it, it makes a lot of sense to 
use a mentor. A mentor would fulfil three qualities — he 
should be mature (read older), should have an excellent 
understanding of tests (should have prepared himself for 
the test at some stage, and preferably succeeded), and 
should be willing to help you out intermittently. 

A mentor will be like your coach — he will prod you on 
and be your emotional anchor, in good times and bad. 


Quality, Not Quantity, Counts 
Students tend to go overboard in the second stage of their 
preparation, being particularly enamoured with quantity 
rather than with quality, particularly when it comes to test 
taking. Tests are serious business and need to be taken as 
seriously as the real thing. One has to simulate test-taking 
conditions, and give every test the best shot. Test scores hit 
a plateau after a while and that is where the madness 
begins. Some friend would brag about how many tests he 
takes per week and how high his scores are and that would 
trigger thoughtless competition. 

What students do not realise is that the quality of study 
always takes precedence over quantity. Once the funda- 
mentals have been absorbed, every test needs to be not just 
tasted, but chewed and digested. What this piece of Zen-like 
wisdom means is that a student is expected to analyse each 
sand every test he takes, looking for points of improvement, 
where he went wrong, which solutions have eluded him 
and why, and which questions he should have opted for. 
This means that typically a test may take two hours of 
attempting and as much as four to six hours of analysis. If 
this is not done, the test-taking spree will not lead to any 
improvement in scores, just a high burn out rate. 


Never, Ever, Think `I Don't Have It’ 
All things are made twice — first in your mind and then in 
«eal life. Victories or defeats are no different and are first, 
made in the mind. Develop a positive attitude and your 
«chances in the CAT will improve. Never let there be a build 
up of negative emotions and always talk to a person with a 
positive outlook — a parent, a friend or your mentor. 
People hit plateaus, not only in performance but in 
emotions as well. Keep going — success is just round the 
corner. 





Be A Hard Taskmaster 

Set yourself stretch targets — targets which are not too easy 
but not impossible to achieve. They should call for going 
beyond your comfort zone. Don't go easy on yourself and 
don't feel complacent. Nobody cracks this test without hon- 
est toil and sweat. 

In terms of quantity, study for between two to three 
hours per day for a six to eight month period. Consistency 
is the key. Never miss your daily study session, or reading 
your newspaper. Like a project manager, you should plan 
your entire month in advance and set targets to achieve — 
both quantitative and qualitative. 


Become Your Own Auditor 

An auditor keeps tabs on how work is going on in any 
department, whether standards are being met, whether 
norms are being flouted, rules are being adhered to, 
whether everything is ‘as it ought to be’. Every fortnight 
conduct an audit on your self-study plans. Do your actual 
efforts match your plans? Will the current rate of study 
ensure timely completion of material? Do you require 
additional help? Do you need to cut down on TV, 
friends and partying? An alternative can be making use of 
an external auditor — a friend, a sibling or even a parent. 
But you should have very high comfort levels with this 
person and the understanding should not become over- 
bearing for you. However, you have to realise that 
management is all about self-monitoring first and then 
looking outwards. 


Be The Best Communicator You Can Be 

A successful manager is a good communicator. That explains 

why the english language, the lingua franca of Indian man- 

agement, is tested in the exam as well in interviews and GDs. 

Doing a few things right will get you well on your way: 

1. Read a newspaper every day, spending at least 45 minutes 
poring over it. 

2. Read a periodical — one that's either a weekly or a fort- 
nightly. You can choose either between general or busi- 
ness type. 

3. Watch talk shows and interviews of prominent business 
and political people on TV — this will help you to devel- 
Op a perspective on things. 

4. Write at least one page a day on any topic of your choice. 
This would help you in your powers of articulation as 
well as give you clarity of thought. 

5. Form an informal group with like-minded people who 
will help you speak individually and in groups. Don't 
make this group exercise too formal or too friendly. 

6. Attend mock interviews. Apply for any position given in 
the newspaper and go face a live interview. It will help 
you greatly in understanding your current capabilities. 

7. Seek feedback on your communication from people who 
can give relevant feedback — a teacher or an acquain- 
tance who is well read and/or has worked in a formal 
business set-up.m 


Vivek Pandit and Dhruv Chak 
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You should start you verbal preparation by doing the most basic thing — start reading a lot! This will give you a headsti 
in this reading oriented test. The CAT is a two hour test in which you read for 95% of the time. The minimum daily 
recommendations are: one newspaper (specially the editorial pages), one weekly magazine and one novel every fortnigh 












Plan your long-term and short-term preparation goals. Visit a Princeton Review centre and meet our CAT expe 


Start with 2 sessions 
daily of Norman Lewis’ 
‘Word Power Made Easy’ 
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Data Interpretation Quantitative Ability Reasoning 
^ 
Reading Comprehension 
Start building your comfort in basic maths. 


Build basic calculation speed Start with devoting 1 week each to 
maths books (NCERT) of VI to X level. 





your term-end examinations 


fine tune your preparation 


Expose yourself to puzzies of all kinds 


Memorise: Squares from | to 30 
Cubes from 1 to 30 


Read books by Shakuntala Devi 






Reciprocals from 1 to 30 and George Summers 
profit, loss and discount 
ratio and proportion 
periment with reading speed dine: wore did dine 
high school algebra 
probability 
permutation and combination 
Take small DI tests —— 
Start taking 
half hour tests 
on DI Take tests 
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Lexical Gymnastics 








HE verbal ability section of most management 
entrance tests has questions that test your skills in 
four areas: 
1. Vocabulary 
2. English Usage 
3. Reading Comprehension 
4. Verbal Reasoning 
This article provides an insight into the types of ques- 
tions asked in these areas and the right way to answer them, 


1. Vocabulary 

You need a good vocabulary if you want to crack the IIM-CAT. 
And an extensive and wide reading habit is an absolute must 
for developing a good mental lexicon. A better command 
over language helps you not just in questions that directly 
test vocabulary, like matching contextual meanings with dic- 
tionary meanings, synonyms, antonyms, verbal analogy, sen- 
tence completions, but also increases your 


your old dictionary or investing in a better dictionary? A 
usage dictionary such as Collins Cobuild is de rigeur. It gives 
meanings and synonyms, tells you how to use a word cor- 
rectly in sentences, as also its use in idioms. 

Before we go on, remember IIM-CAT tests you for con- 
textual meanings of words unlike the XLRI or FMS exams, 
which test you for the true dictionary meanings. 

The vocab preparation involves a multi-pronged 
approach. Take word lists. Mugging up can be a drag, so 
break the monotony by making a few sentences with the 
words. Follow that up by using these new words in casual 
conversations with friends. Once you have used a particular 
word in normal conversation in the right manner it will 
become etched in your memory. Once that happens, revis- 
ing the word lists may not be mandatory. 

The second way is to take the help of authors such as 
Norman Lewis, Wilfred Funk and Nurnberg & Rosenblum. 

Lewis and Funk are mavericks who can make 


comfort level with Reading Comprehension, Dictionary vocabulary building an interesting chore. Their 
Para Jumbles, Reasoning, etc. books read like an interesting novel, moreover 

There are many ways to build an effective Word Lists their selection of words suits your requirement. 
vocabulary in a short time and tricks for han- Flash Cards Irrespective of how many words you add to 
dling alien words. Interested? Read on. Lewis and Funk your personal lexicon, we cannot rule out the 

Building up your vocabulary is a slow and appearance of a word in the test that you have 
dreary process, especially if you are relying only Roots never come across. So you need to work around 
on a much touted word list. Before you start Word Associations this problem by the word-root approach. Every 


mugging up a wordlist, how about dusting off 


word is derived from certain roots. For instance, 
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AMBIDEXTROUS is made from AMBI (two) and DEXTRA 
(right hand or skill). So if you are aware of the meaning of 
these two roots (ambi, dextra) then you can figure out the 
meaning of the word derived from them. AMBIDEXTROUS 
means someone with two right hands or who can use both 
hands with equal skill. You will need to learn the more com- 
mon roots (See ‘A Guide To Word Roots’). 

Mix and match these strategies and do your own thing 
but do refer to the dictionary as often as necessary. 

Direct questions, which test your vocabulary, can be of 
the following types: 


l. Antonyms, Synonyms, Verbal Analogy And Odd Word 
Out: These were the hallmark of XLRI, FMS and other 
exams but are absent in IIM-CAT, which focuses more 
on contextual vocabulary. 

2. Fillin The Blanks Or Sentence Completion: Appears in all 
exams but CAT has more of two blank sentences, which 
at first glance seem difficult but are actually the ones 
which give you twice as many opportunities for POE 
(process of elimination). 

3. Contextual Vocabulary Questions: These questions 
check the various usages of a single word. They require 
an impeccable vocabulary and wider reading habits. 

4. Idioms: The CAT held on 15 February 2004 shook many 
a student by checking the correct idiomatic and contex- 
tual usage of simple words like 'help, reason, paper, 
business and service’. 


2. English Usage 
English usage questions, irrespective of the format, do not 


test for hardcore grammar. So taking help from an English 
grammar tome like Wren and Martin would be supereroga- 
tory. There are only a few rules of grammar that get tested. 
You need to be aware about them and be comfortable with 
various question formats. Frequently tested areas are 
Modifiers, Subject-Verb-Agreement, Tenses, Parallelism, 
Idioms, Pronoun Ambiguity, Redundancy and Subjunctive. 
Rarely do subjects such as Active/Passive Voice get tested. 
Questions are usually in two formats. 


Format 1 - In the given question, four different ways of pre- 
senting an idea are given. Choose the one that conforms 
most closely to Standard English usage. 


Q1.A. Creativity in any field is regarded not only as valuable 
for itself but also as a service to the nation. 

B. Creativity in any field is not regarded only as valuable 

on its own, but also as a service to the nation. 

C. Creativity, in any field, is not only regarded as valu- 

able, but also as a service to the nation. 

D. Creativity in any field is regarded not only as valuable 

in itself but also as a service to the nation. 

To answer such questions, you have to know the rele- 
vant grammar rules. Remember you are not looking for 
the right answer, but for the best answer or the least incor- 
rect answer. 

Format 2 - Find the grammatically incorrect part of the fol- 


lowing sentence. 


Q2. Unlike a typical automobile loan, which requires à 
a b 


fifteen-to twenty-percent down payment, the lease-loan 
buyer is not required to make an initial deposit 
C 


on the new vehicle. 
d 


This question type requires individual checking of each 
underlined segment as well as looking for holistic integra- 
tion of that segment in the sentence. So the steps are : 

a. Unlike a typical Nothing wrong with it grammatically 

b. which requires a Nothing wrong with it grammatically 

c. the lease-loan buyer is not required to make Nothing 
wrong with it grammatically (if the underlined parts are 
seen individually), but it wrongly compares an automobile 
loan with a lease-loan buyer. 

d. on the new vehicle Nothing wrong with it grammatically 
So alternative c is the answer. 


3. Reading Comprehension 

Reading Comprehension (RC) is a prominently tested area 
in IIM-CAT. This is typically a weak area for most students, 
as our generation does not get its kicks from reading thick 
tomes. Cable TV and the Internet have redefined our idea of 
having a good time. The B-schools do not test aspirants for 
RC to make life difficult for them — they do it because it is 
important. An MBA programme requires a lot of reading, 
sometimes up to 200-300 pages a night. Hence the selec- 
tions make sure that this is tested and the student can han- 
dle the pressure he/she will be subjected to later. 

IIM-CAT requires speed reading skills, but the problem 
most of us face is that if we read very fast our comprehen- 
sion goes down, while if we read slowly then precious 
moments are wasted. Comfort Zone Speed (CZS) is the 
reading speed at which we can comfortably strike a bal- 
ance between faster reading and greater comprehension. A 
typical IIM aspirant, a fresh graduate, will have a CZS of 
130-250 words per minute, while IIM CAT requires a CZS of 
450-550 words per minute: you have to read fairly large 
passages and make sense out of them and then answer 
questions based on them. The length of the passage may 
be 800-1,500 words. As RC does not presuppose any knowl- 
edge of the subject, the passages are selected from diverse 
sources and are abridged to increase the difficulty level. 
You should know what you are up against and practice 
accordingly. 

Passages are a mix of subjects, ranging from economics 
and social sciences, to philosophy and science. A wide read- 
ing habit will hold you in good stead. Clearly, vour speed 
will be better if you have read something before than if you 
are reading it for the first time. This pre-priming ensures 
that you do not stop at too many unfamiliar words and can 
handle the jargon and tone that are specific to particular 
subjects. It is important to stick to the passage: if you have 
prior knowledge about the subject, disregard it and stay 
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with what is stated or implied in the passage. 

Be prepared for the unexpected as CAT springs surpris- 
es every year. Handling RC questions becomes easier if you 
are aware of their various types. Broadly eight types are 
recognised, though in CAT, Argument Style Questions are a 
rarity and there are no Line Reference Questions. 


Eight Types Of Questions You Are Sure To Face 

a. Specific Detail Questions 

These questions ask a detail/information that is explicitly 

mentioned in the passage. This question type differs from a 

main idea question in that a specific detail is a point stated 

by the author as a part of the overall/holistic development 
of the main theme of the selection. Specific detail questions 
are phrased as: 

i. The comment that Maria Mitchell's ‘activities did not lead 
to any major changes in the position of women in sci- 
ence’ is offered by the author in order to point out that... 

ii. The author does not provide information to answer 
which of the following questions? 

iii. The author mentions which of the following? 

iv. According to the author... 

v The author provides information that would answer 
which of the following questions? 


b. Vocabulary In Context Questions 
The Vocabulary in Context (VIC) questions may ask the 
meaning of a specific word or phrase as used in the passage 
by the author. You may be quizzed on tough or peculiar 
words/phrases, or on easy words that have more than one 
meaning. Bear in mind that your lexical acuity is not being 
tested — what is being tested is your comprehension of the 
way a particular word has been used in the passage. So 
there is no need to jump with joy if you see a word whose 
seven meanings, eleven synonyms and three antonyms are 
in your memory. Students tend to make more silly mistakes 
on a simple word. 
Take Care: For an easy vocabulary question the context 
would definitely be different from what you know. And for a 
difficult vocabulary question the context would definitely 
be the same as the dictionary meaning. 

Example 1. The author indicates that 'nostalgia' differs 
from ‘longing’ in that... 

2. The author uses the term 'exploitation' in paragraph 
two for... 


c. Logical Structure Questions 

This type of question quizzes you on the logical structure of 

the selection. Some questions ask about the role played by 

a specific detail and are phrased as 

e The author mentions... in order to... 

e Which of the following best explains why the author 
introduces...? 
Others can go about asking about the overall develop- 
ment of the passage: 

e Theauthor has developed the passage primarily by... 

e Which of the following best describes the organisation 
of the passage? 


d. Topic/Main Idea Questions 
These questions require you to have a broad picture of the d 
passage and cannot be handled if you have just skimmed 
the passage. They query you on the central theme unifying 
the passage and are often worded as follows: 

e Which of the following titles best describe the content 
of the passage? 

The author is primarily concerned with... 

Which of the following is the main point of the passage? 
The primary purpose of the passage is to... 

What axe does the author have to grind when he men- 
tions the plight of gypsies in erstwhile Scandinavia? 
Your search for main ideas will be aided if: 

1. You can identify the subject of each paragraph. The sub- 
ject tells who or what the author is talking about. Extra 
reading is thus of prime importance. 

2. You can identify the topic of each paragraph. The topic tells 
what aspect of the subject the author has decided to focus 
on. Some readers can spot the topic immediately. When you 
think you know the topic, make sure that you do not need to 
further narrow your choice. Also, please do not start ticking 
answers from your past knowledge. Many questions are to be 
marked with reference to the context of the passage. 

3. You can state in a concise sentence what the author is 
attempting to convey about the topic. 

A main idea is always a statement; it will never sound 
like a title. A good statement of main idea is supported by 
most, if not all, of the details. Keep in mind that the author 
may have written a main idea sentence for you. If you can 
spot the author's main idea sentence, you will not have to 
work so hard. Questions may refer to the main idea as the 
central focus, the central theme, or the central idea. 


e. Further Application Questions 

These questions are somewhat like implied idea questions, 

but they ask you to go one step further and apply what you 

have learnt in the passage to a new situation. These are 

sometimes phrased as: 

e Theauthor will most disagree with which of the following 
social customs of the present institution of marriage? 

e The author is likely to consider which of the following 
examples to prove his point? 

e The author would probably consider which of the fol- 
lowing a good example of her theory? 

e With which of the following statements would the 
author most likely agree? 

e The passage is most probably taken from which of the 
following sources? 

e Theauthor is most probably a... 

e What should logically precede the passage? 

e What should logically follow the passage? 

So in these questions you need to comprehend the pas- 
sage so properly that you can literally enter into the head of 
the author and start thinking like him. These questions are 
not kind to an ‘Accuracy Conscious’ student. 


f. Tone/Attitude Questions 
These questions ask you about the tone of the selection, 
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that is, the attitude of the author. 

They can ask about the overall tone of the passage: 

e Thetone of the passage can best be described as... 

They can ask about the author's attitude toward some 
specific detail: 

e The author regards... as... 

e Which of the following best describes the author's atti- 
tude towards... ? 

e Theauthor has which one of the following tones during 
the initial part of passage? 

Tone questions can further be modulated into certain 
question types, which additionally test the student's skill in 
retention and scanning. 

e All of the following are true except... 
e Theauthors bias against minorities is reflected through 
which of the following? 


g. Implied Idea Questions 

These questions do not ask about the given information in 

the passage but what can be inferred or implied from the 

passage. The terms ‘imply’, ‘infer’, ‘conclude’ and ‘suggest’ in 

RC lingo stand for what must be true. The right answer 

should meet these criteria: 

i. Itshould be clearly supported by the information in the 
passage. 

ii. It must be true in all respects. 

iii. It should be safe to say without exception. - 

iv. It should be non arguable. 

It is safe to hook such questions only after a concerted 
reading of the passage and by following the POE approach. 
The various formats of these questions could be: 

e The passage implies that... 

The author uses the phrase '...' in order to mean... 

It can be inferred from the passage that... 

Which of the following can be inferred from the passage? 
Which of the following can be inferred right from the 
beginning of the passage? 


h. Argument (Critical Reading) Style Questions 

These questions are as tricky as the Further Application 

Questions. As they are basically Critical/Inferential reasoning 

questions, they are fully capable of trapping you. Handling 

them would need an intensive passage reading and a critical 

approach. They can be variously formatted: 

e What does the author assume that the readers would 
know while concluding... 

e Which one of the following will strengthen/support the 
author's argument? 

e Which one of the following will weaken the author's 
argument? 

Awareness of the possible types of questions can help in 
determining the way you speed-read a passage. Passages 
rich in question types (a) and (b) can be handled by the 
questions first and passage reading later approach and may 
require a bit of regression. 

Question types (c) to (h) require that you not only have an 
overall view of the passage but also may have to go a step fur- 
ther and apply what you learnt in the passage to a new situa- 


tion. So you cannot skim or scan to get the answers of these 
questions. 


Selection Of Passages: 

Frequently, at least five passages are asked. There can be 
two strategies: 

l. Attempt some questions of each passage, or 

2. Attempt all questions of some selected passages. 

Both these strategies can work well but you need to 
identify which one of the two works better for you. Passage 
selection or rejection could be based on the following: 

1. Your comfort level with the subject of the passage 

2. Ratio of number of questions asked with respect to the 
length of the passage 

3. Ratio of the number of inference-based to fact-based 
questions. 


4. Verbal Reasoning 

The following types of questions are designed to test your 

reasoning skills: 

e Logical Consistency: Relation of two events is provided 
and you are supposed to find a set of two sentences 
which logically follow. 

e Logical Deduction: Correlating information in case rela- 
tionship among the different units of thought is estab- 
lished in a particular manner. It is not like syllogisms, but 
here also inference is to be derived on the basis of infor- 
mation given. Moreover the questionnaire may also have 
certain questions based on inductive logic. 

e Syllogism: Inference is derived from two statements on 
the basis of strict rules. 

e Critical or Inferential Reasoning: This real brainteaser 
has questions based on certain arguments and you have 
to search for assumptions and inferences while being 
on the lookout for fallacies (erroneous reasoning). 


Logic 


Logic questions test for presence of statements following 
deductive/inductive logic. Let's differentiate between them. 
Deductive Logic 

Consider an example: 

1. Eagles are birds. 

2. All birds fly. 

3. Eagles fly. 

This sequence of reasoning seems acceptable. If eagles 
are birds and all birds fly then we can conclude that eagles 
also should fly. 

This is a case of deductive logic. 
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Characteristics of deductive logic are: 

e It forms a valid argument. 

e Addition of more premises or information cannot fur- 
ther strengthen this type of argument. Put simply: no 
statement can make the conclusion more valid. 

e Another way of looking at deductive logic is that when 
a 'specific' conclusion is derived from a set of general 
statements, then it is deductive logic. In simple lan- 
guage — Deductive logic is when we move from 
General to Specific. 

e In CAT, deductive logic is preferred over inductive logic. 
If a question has two right alternatives, one following 
deductive logic and another following inductive logic, 
then you will have to choose the one following deduc- 
tive logic. 


Inductive Logic 

Consider another example: 
l. Eagles are birds. 

2. Eagles fly. 

3. All birds fly. 

If eagles are birds and eagles fly then the conclusion 
that all birds fly may or may not be right. Or the conclu- 
sion is not necessarily valid. However it is not necessarily 
invalid too. There is a probability of this conclusion 
being true. 

This is a case of inductive logic. 

Addition of more premises or information can make an 
inductive logic conclusion more valid. Say if we add that - All 
birds are eagles. Then the conclusion becomes more valid. 
But if we add - Birds do nothing that eagles do then the con- 
clusion becomes more invalid. 


Characteristics Of Inductive Logic Are: 

e The conclusion cannot be said to be either totally 
invalid or valid. 

e Addition of certain other premises or information may 
make the conclusion either more valid or invalid. 

e Another way of looking at inductive logic is that when a 
'general' conclusion is derived from a set of specific state- 
ments, then it is inductive. In simple terms — inductive 
logic is when we move from Specific to General. 


Birds 
Fly 


Eagles 


B-school entrance exams have two types of deductive/ 
inductive logic questions. 


Type A 
Here a set of six statements is given, followed by four 





answer choices. Each of the answer choice has a combina- 
tion of three statements from the given set of 6 statements. * 
You are required to identify the answer choice in which the 
statements are logically sequenced and related. 

A. Anyone who is sane can do logic. 

B. Lunatics are fit to serve on a jury. 

C. Your sons can' do logic. 

D. Some sons can't do logic. 

E. Jury is for your sons. 

E Your sons are not sane. 

a) DEF b) AFC c) ACB d) FEA 

The answer is b, by the principle of exclusion 

Take ‘Sane’ as S and ‘logic’ as P. 

Sentence A says All S are P. Sentence C says your sons 
are not P, so there is no way they can be S, which is what 
sentence F says. 

However if we change the order of the sentences, i.e. 
instead of AFC it is CFA, then it is a clear example of induc- 
tive logic, which is not necessarily correct. This can also he 
illustrated in the form of a Venn diagram. 


Logic 


Type B 
Here four sets of three sentences each are given. 

You would have to identify whether the three sentences 
in each of these sets are logically related 

For example: 1. All diplomats are tactful. Some govern- 
ment officials are diplomats. All government officials are in 
public life. 

2. Diplomats are tactful. Government officials are diplo- 
mats. Government officials are tactful. 

3. Babies are logical. Illogical people are insane. Anyone 
insane cannot run backwards. 

4. Writers are poets. Poets are military officers. Military 
officers are brave. 

a)1,2&3 b) 2&3 c) Only 2 d)2&4 

The answer is c, by the principle of transfer. Look at sen- 
tence cluster 2. All D are T, all G are D, so definitely all G 
have to be T 






Tactful 


Diplomats 
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(9) CAREER LAUNCHER 


























This man WOrks h a rd 
« YOUr 


MBA entrance 


„and that's why he's your best chance at a 
b-school this year. Did you know: four out of five 
people to get into the IIMs or one of the top b-schools 
are Career Launcher students. 


This year again, the CAT-topper 
is a Career Launcher student. 


Success has become a habit with us.As has working 
harder to make your career dreams a true success. 


Can you afford not to be a CL student? 





Pegasus MBA Entrance Test-prep 


> 18-month program for pre-final year students 
> 8-12 month program for final-year students 


“lt Aalt Diss 


> 4-month crash program 

> Test series 

> Distance MBA Prep program 

> Personality Development Program 


Talk to your Career Launcher mentor today. 


careerlauncher.com Pegasus is the trade name for all Career Launcher MBA preparatory programs. 
nwide IIM Starting Centres: Agra 2526 681 Ajmer 2624 888 Allahabad 2624 846 Aligarh 2506 429 Bangalore 2655321 | Baroda 2351 447 Bhopal 


IU Bhilai 9826 41 1 841 Bhubaneshwar 2545 423 Chandigarh 507 5613 Chennai 2815 4725 Dehra Dun 2657 583 Gurgaon 508 | 349 Gorakhpur 2342 
iwahati 2660 90 | Gwalior 501 2005 Haldwani 280 047 Hyderabad 2789 4600 Jaipur 309 6047 Jamshedpur 309 1449 Kanpur 2234 879 Kurukshetra 
| Kolkata 2282 7071 Lucknow 309 2620 Ludhiana 330 0111 Mumbai 2206 3279 Nagpur 561 5792 Nashik 2341 689 New Delhi 2335 89/4 Patna 
66 Pune 400 1810 Ranchi 2310 104 Rohtak 210 883 Surat 553 3353 Trivandrum 2322 914 Varanasi 2222 915 Vijaywada 5566864 








OST of you are probably building your 
vocabulary by pumping word lists with 
5000-10,000 words. No doubt a boring and 
E tedious task. Moreover, are you sure that the 
d E _ guy who prepared the word list you are slog- 

^ ging on has really picked cherries — really 
selected the words that appear most frequently on CAT or 
are expected to appear in the coming year. 

He has? 

Then tell me which word list has words like HELP, REA- 
SON, PAPER, BUSINESS, SERVICE? They all figured on the 
five vocabulary questions in CAT on 15 February. Students 
who relied on word lists alone would have missed the bus. I 
am not knocking ‘Word Lists’ — they do help trigger your 
preparation. But you cannot rely on them alone. You need a 
way to handle a word even if you are seeing it for the first 
time in your life. You can do that by familiarising yourself 
with ‘Word Roots. Roots work really well with the kind of 
contextual vocabulary that is tested in IIM CAT. 

You're probably scratching your head right now trying 
to figure out what we mean by ‘roots’. A root is a combina- 
tion of letters appearing in a word whose origins can be 
found in languages other than modern English. These com- 
binations can appear in any part of the word (though they 
are referred to as 'prefixes' if they appear at the beginning of 
the word, and 'suffixes' if they appear at the end). 

These letter combinations have particular meanings in 
their original languages, and as such can provide clues to 
the meaning of English words in which they appear. While 
English borrows roots from many different sources, the 
majority of those that appear in CAT originally come from 
Latin and, sometimes, Greek. The words that appear in CAT 
are taken from international English but there is a marked 
tilt towards British English. 

If you've been studying a ‘romantic language’ i.e., Latin- 





A Little Root Chain Discussion 


A Guide To Word Roots 





derived language (such as Spanish, Italian, or French), yo: 
may have already noticed that many of the words in thos 
languages have combinations of letters that seem similar t: 
those in English words. For example, take the word ‘dormi 
tory, meaning a place to sleep (not just a college residence) 
It involves the Latin-derived root ‘dorm’, from the Latin verl 
'dormiere, which means 'to sleep' and the Greek suffi 
'-ory, which means ‘place or location of". 

Other English words that come from these roots includ: 
‘dormant’, meaning to be in a sleep-like state, and ‘lavatory 
which literally translates to a place to wash or a bathroon 
(‘lav’, to wash, is also a Latin root). The good thing about a! 
of this is that if you recognise a Greek or Latin based root ii 
a word that you don't really know you might be able to fig 
ure out what the word means, or at least figure out what it’ 
talking about or related to. 

Take the word ‘benevolent’. It includes variations on th: 
root 'ben-' ('bon' in French, ‘bueno’ in Spanish, ‘bene’ ii 
Italian), which means 'good', and 'vol/val', which has to dt 
with feelings or emotions (think ‘valentine’). Put that togeth 
er and you get something along the lines of 'good feelings 
which is pretty close to the actual definition of well meaninj 
or generous. (What do you think ‘malevolent’ might mean?) 

Not all of the words (or all of the heavy vocabulary yot 
might encounter in the CAT) involve these kind of roots 
and sometimes spelling or pronunciation changes tha 
have occurred over time result in words looking like the 
contain roots that they really don't; for instance, the prefix 
‘a, which means ‘not’ or ‘without’, works well for words like 
‘atypical’ or ‘amoral’, but not for ‘apple’ (which does no 
mean without 'pple'). Nevertheless, useful roots crop uy 
enough in CAT level vocabulary that it pays to be familia: 
with them and the words they appear in. Who knows, they 
might appear on your next sentence completion, antonym 
contextual meaning or text essence question. 


Most of you know that a carnivore is something that eats meat; it involves the roots 'carn', which refers to meat or flesh, anc 
‘vor/vora-’, which means to eat or consume. Forming a ‘root chain’ of related words, we can get ‘carnal’ (having to do witt 
matters of the flesh), ‘carnage’ (meaning slaughter or killing by the tearing of flesh), and ‘carnival’ (literally, a ‘feeling’ or cel- 


ebration of the flesh). 


Try making a root chain from 'vor/vora-'; what can you come up with? 


carn (meat/flesh) 
carnal 

carnage 

carnival 
incarnate 
reincarnate 
carnivore 


Roots ————— 
Words using these roots 


vora (eat/consume) 
voracious 
herbivore 
omnivore 

vortex 
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Try doing a root chain for the following roots that have appeared on previous CATs: 


co-' or ‘com’ meaning with/together/thoroughly, as in ‘coherent’ or ‘cohesive’ 
The words using this root are given below. Try figuring the meanings out with the help of roots. Also try to find out what 
role the root 'co-' or 'com-' plays here. Let me help you with one: 


Compatriot: Com (meaning with) + patriot (meaning a person who loves and zealously supports his country). So compa- 
triot should mean a guy who has the same patriotic feelings as you or a fellow countryman 
Combat: Com (meaning with) + bat (meaning fight). So combat would mean to fight with someone, armed fight, etc. 


Words using the root 'co-' or ‘com’ — Combat, Compatriot, Concede, Coequal, Coeval, Coexist, Cohere, Cohort, 
Collaborate, Colleague, Collide, Commerce, Commit, Community, Compact, Compassion, Compatible, Compel, Compete, 
Complex, Composition, Compress, Concave, Confide, Congregate, Correspond, Conclave, Concomitant, Concurrent, 
Congenital, Contrite, Conjoin, Concordant, Connotation, Conviviality, Consanguinity, Conglomerate, Convocation, 
Complaisant, Complacent, Commotion, Complacent 


‘dic/dict, meaning to say or tell, as in ‘dictatorial’ 
The words using this root are: Contradict, Dictate, Dictator, Dictionary, Dictum, Addict/Addiction, Diction, Predict, Edict, 
Diction, Dictation, Indict 


'desc', meaning downward, as in 'condescending' (to talk down to) 
The words using this root are: Descend, Descent, Condescending, Descendent 
(this does not apply to describe) 


‘penipeni’, meaning to punish, as in ‘penitent’ 
The words using this root are: Penitent, Penitentiary, Repent, Penology, Penalise, Penalty, Penal, Penance 


"in/im, meaning ‘not’, as in ‘impartial’ or ‘incontrovertible’ 
The words using this root are: Impervious, Immature, Incoherent, Impotent, Implacable 
Can this root also work in the word ‘inflammable’? 


Word Wide Web 

Let's try a little variation on the previous root chain approach. Below is an alphabetical list of words. Your mission: starting 
with the word ‘lucid’ in the centre of a blank sheet of paper, create a ‘word web’, using lines to join words that have roots in 
common. Once you've made all the interconnections (and some of the words will have several), see if you can define any 
words you don't know the meanings of, based on the common roots. You may also be guessing at what some of the roots 
actually mean. (We've got an index of roots at the bottom, but try to figure out what they mean without consulting it first). 


Starting point: lucid 


Words to link: 

antonym circumcise circumlocution circumspect 
culprit excise exculpate export 
&enocide homogeneous homonym loquacious 
monologue monotonous portable soliloquy 
spectator translucent transportable 


Hint: lucid-translucent-transportable 


Attractive Opposites 
wou might have already read about various ways to remember the meanings of words you don't already know the defini- 
bons of - using flash cards, creating images, or using other mnemonic (memory-aiding) devices such as puns or the 
good/bad method (if you can't recall a word’s meaning, at least be able to remember whether it's got a positive or negative 
meaning). You may have also discussed some of these with your teachers or friends, or maybe even come up with a few of 
*our own. 

One technique that seems to work particularly well in memorising the meanings of various roots is to pair one root with 
Ks opposite. There are many such opposite root pairs, and if you remember them together, you'll probably also remember 
* lot of the words that use them. 
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them. (You'll often be able to think of many more words for one member of the pair than the other, but that's okay.) 


Take a few moments to look at the opposite root pairs below and try to come up with some of the words that — 


Size matters: 


grand vs. 


pet/pec 


grandiose petite 
grandiloquent 
grandstand 
magna VS. micro 
magniloquent micron 
magnanimous micrometer 
magnum opus 
True or false: veri/vera vs. pseudo 
verity pseudopodia 
veracity pseudonym 
verification pseudocar 
verisimilar 
veritable 
The over/under: arch vs. sub 
archenemy subservient 
archaic submarine 
archangel suborbital 
Subsidiary 
subterranean 


Now try these yourself: 


Good and Bad: bon/bene vs. mal 
Young and Old: nov/neo vs. vet 
To Speak or Not To Speak. log/ loqui vs. qui 


Word Wide Web Redux 
We liked it so much the first time; we figured we'd let you do it again . . . 

Starting with the word ‘benevolent’ in the centre of a blank sheet of paper, create a ‘word web’ from the following 
alphabetical list, joining with lines words that have roots in common. Once you've made all the interconnections (and 
some of the words will have several), see whether you can define any words you don't know the meanings of, based on 
the common roots. 


Starting point: benevolent 


Words to link: 


ambiguous ambivalent beneficial benign 
indifferent inevitable insuperable intrepid 
reclamation revalue revitalise superficial 
superfluous trepidation valentine vitality 
vitamin 


Alls Well That Ends Well — Suffixes 
A'suffix' is a combination of letters, comprising one or more full syllables, which forms the end of a word to affect its mean- 
ing in some way. There are many Greek and Latin based roots that are used as suffixes in English. For example, ‘-ology’, 
meaning study of, '-ory', meaning place of, ‘-ium’, meaning building/structure in which an activity takes place, and '-archy',. 
meaning rule by. Most suffixes either indicate an altered condition for the word, or change its part of speech (typically, 
noun to adjective or vice versa). 

Take a look at the following suffixes and see whether you can find some words that end in them. What part of speechw 
do these suffixes indicate? 


-able/ible -OUS -al/-ical -ful -less -ity -iorm 
-ance/ence -ism -ist -ify -ize -uce 





Some suffixes can be tricky; they'll often signal a certain part of speech, but are not always what they seem. Look at the 
bes with similar suffixes below; what part of speech is each word? 

'rhetoric' vs. 'didactic' or 'cryptic' 

‘luminary’ vs. ‘arbitrary’ or ‘dilatory’ 

‘perspective’ vs. ‘elusive’ or ‘effusive’ 

‘innate’ vs. 'exculpate' or ‘alleviate’ 


In the above cases, the first word represents the less common use of the suffix, but as you can see, there are exceptions. 
Even ‘-ly’ that people think always signals an adverb, sometimes shows up in words that are other parts of speech - think 
‘wily’ (adjective) or ‘melancholy’ (noun or adjective). Does all this confusion makes you want to give up on suffixes? It 
shouldn't. Some are consistent signals of parts of speech, and even many for which there are exceptions signal a certain 
part of speech much of the time. The context in which the word is used will help you to determine what part of speech is 
involved if it has an ambiguous suffix. Suffixes are just one tool you should use in your vocabulary studies. 


Just Say No — Prefixes That Mean No 

Many of the shorter roots that come at the beginning of words indicate a condition (such as ‘inter-’ meaning between; 'sub- 
, meaning under), time period (‘post-', meaning after), or quantity (‘dec-', meaning ten); these are called prefixes. Some of 
the most commonly appearing prefixes in English are those that negate the rest of the word or set up an opposite to it. 
Below are listed some of the most common ‘negative’ prefixes. See how many words you can find that use them. 


a- ab- an/anti- contr- dis- il- 
im- in- mis- non/not- ob- un- 


Born In London, Speaks Chinese 
Due to the influence of many different languages on the vocabulary of English (it borrows from everywhere), there are very 
dlifferent-looking words that actually contain roots with the same meanings. While this happens with languages that bor- 


kow roots from an assortment of tongues, the most common occurrences involve (no surprise here) roots from Greek and 
Latin. 


Below are some roots with similar meanings that appear in many English words. On the left is listed the Greek root and on 
the right, its Latin equivalent. See how many words you can find that contain one or the other. Contrast the meanings of 
these words - is there a difference (subtle or considerable) if a Greek versus a Latin root is present? 


Meaning Greek root Latin root 
sime chron temp 

bove philo ami/amo 
sound phon son 

vision scop vis 
self/alone solo auto 
yne/unit mono uni/uno 
earth geo terr 

water hyd/hydr aqu 
tire/flame pyr/pyro flam/fier 


And Now That We've Done All This ... 
“ven after going through all this, we must warn you that while roots are invaluable tools for helping to learn vocabulary, 
"hey can be tricky, and should not be relied on exclusively. Sometimes, in the process of the evolution of language, 
pelling or pronunciation changes have occurred over time, which result in words looking like they contain roots that 
they really don't. For instance, though the word ‘eradicate’ seems to have the root ‘dic’, meaning talking or speaking, 
Sight in the middle, it really has nothing to with talking or speaking. We've included a few more examples below of words 
Ihat look like they contain certain roots but don't have meanings that reflect those roots. See whether you can identify 
Ihe root that seems to be contained in each of them and the root's meaning, as well as the meaning of the word itself 
mand how that doesn't involve the root). Perhaps you can come up with other such words as well! 


sontemptuous imperious 
bjectivity diligent 
"iscourse transitory 





Master Root Listing 


a- negative prefix 
ab- away from/negative 
prefix 

ac/acr- sharp 
ad/at- to, toward 
amb- go/walk 
ambi- both/mixed 
ami/amo- love 
an/anti - against 
andr- human, male 
anim- life, spirit 
ante- before 

anthr- human 
apt/ept skill, ability 
arbo- tree 

arch- rule, over 
aud- sound 

auto- self 


bell/belli- war 
ben/bono- good 
bi- two 
bio/bios- life 
bra- arm 


carn- meat, flesh 

cent- hundred 

chron- time 

circ/circu- around 
cis/cise- cut 

cli- lean 

clu/clo/cla close, shut 
co/com/con with, together 
contr- against 

cred- believe 

culp- blame 

cur/cour- run (a course) 


de- away from/opposite, of 
dec/deci- ten 

dent- teeth 

derm- skin 

desc- down 

dext- dexterity, ability 
di- two, apart, split 
dic/dict- say, tell 
dign/dain- worth 
digt- finger, digit 

dis- apart from, not 
domi- rule over 
dorm- sleep 

duc/dul- lead 

dys- faulty, bad 
e/ex/ej- out, outward 


a ————— — ———————————7(7/7. À) 


Mansoor Agha 


en/em- into 

epi- upon 

equ/equi- equal 

esce- becoming 

eu- good, pleasant 

extr- outside, beyond, addi- 
tional 


fac/fic/fig- do, make 
fer/ferr- strong, iron-like 
fid- faithful 

fort- strong 

fract- break, split 

frat- brother 

fren- highly energetic 


gen- birth, creation, kind, 
type 

geo- earth 

gno/kno- know 

grand- big 

graph- write 

grat- grateful 

gress- step 

gust- taste 

gyn- female 


hemi- half, split part 
her/hes- stick (on) 

herb- plant 

hetero- different, mixed 
hex/sex- six 

homo- same 

hyd/hydr- water 

hyper- over, beyond 
hypo- under, insufficient 


il- not 

im- not, into 

in- not, into 

inter- between 

intra- within 

itis- inflammation, infec- 
tion 

ium- place, building of 


jeu/ju- play, youthful 
jaun- yellow 


lab/labo- work 
laud- praise 

lav- wash 

lev- rise 

log/loqui- to speak 





lu/luc/lum- light 


mag/magna- great 
mal- bad 
man/manu- hand 
mar/mer- sea 

matr- mother 
met/meter measure 
meta more, beyond 
mic/micro- tiny 
mill- thousand 

mis- wrong, bad 
mit- send 
mob/mobi- moving 
mor/mort- death 
morph- change (shape) 
mut- change, alter 


nat/natu- natural, birth 
neg- negative 

neo/nov- new 

noct- night 

nom/nym- name 
non/not- negative prefix 
nounce- call 

nox/nec- harmful 


ob- against 
olfac- smell 
ology- study of 
omni- all, every 
ory- place of 


pac/pax/plac- peace, pleas- 
ing 

pan all, everywhere 
par equal 

para- beyond 

path- feeling, emotion 
patr- father 
pen/pend- weight 
pent- five 

peri- around 

pet/pec- small 

phil- love, high regard 
phob- fear 

phon- sound 
pod/ped- foot 
pon/pos- place, put 
port- carry 

post- after 

poten- power, influence 
pre- before 

pro- for 


prox- near 
psuedo- false 


pug- fighting 


quad- four 
qui- quiet 
quint- five 


re- again 


schi- split 

sci/scien knowledge 
scop- see 

scrib/scrip- write 
sec/sequ- follow, come 
after 

sed/sid- sit, be still 
solo- alone 

son/soni- sound 

soro- sister 

spec/spic- see, look 
sta/sti- still, unmoving 
sua- smooth 

sub- under 

super- beyond, greater tha 
syn/sym bring together 


tact- touch 
tech/techn- tools 
tele- at a distance 
temp- time 
ten/tend- hold 
terr- earth, ground 
tox- harmful, poisonous 
tract- pull 

trans- across 

trep- fear, anxiety 
tri- three 


un- not 
uni/uno- one 
us/ut- use 


val/vale- value, feel 
vend- sell 
ver/vera/veri- true 
verd- green 

verge- boundary, together 
verse- turn 

vete- experienced 
vi/vit/viv- alive 
vid/vis- see 

voc- call, talk 

vor- eat, consume 
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An Institute led by Dr. Pramod Kumar. 

PhD. (O.B) IIT Bombay. 

Formerly at IIM Ahmedabad, 

Chairperson Placements, XLRI and 

Director, SIBM & consultant to over 70 companies worldwide. 








100% Summer and Final Placement. 
List of recruiters since inception: 


*LG * Datamatics * Videocon * Marico 
* Colgate- Palmolive * Goodlass Nerolac * Daimler Chrysler * Tata Motors 
* Gillette * Encompass * Bayer * Bajaj Allianz 
* Canon * Tata Honeywell * CITI Financial * Aaj Tak 
* HSBC * Honda Siel * Star India * Bata 
* Skoda Auto * Pru ICICI * ICICI Prudential * RPG Group 
* Hero Honda * IDBI Bank * Biria Sunlife * Osram Electronics 
* Centrum Finance * Perfect Relations * Bharati * Electrolux 
and many more. 


60% increase in new companies participating in our recruitment program every year. 
Two Year Full - Time Programme (Dual Specialization) 


Management Media 
* PG Diploma in Business Management * PG Diploma in Media Management and Production 
* PG Diploma In Human Resource Management * PG Diploma in Broadcast Management & Journalism 
* PG Diploma in Supply Chain & Operations Management · PG Diploma in Communication Management & Advertising. 
(Only Engg. Graduates.) 
Facilities 


State-of-the-art infrastructure including Digital Library (Over 4700 journals), Library, Computer Centre, Multimedia Lab, 
Studio & Non-Linear Editing Suite. The new Campus coming up at Sus Road, will include world-class residential and 
educational facilities. 


Faculty 
Highly qualified and accomplished professionals from leading institutions ( IITs, XLRI, FTI! ) and corporate houses. 


NEW PROGRAMS 
* Part time two years program in Management and Media for working executives (at Pune campus) — 


* On line MBA and Doctrate in Business Administration from Edinburgh Business School (Heriot= 
* New Kolkatta campus 





For more information log on to www.isbm.ac.in 
INTERNATIONAL SCHOOL OF BUSINESS AND MEDIA. 





Admissions Office: 
S.No: 32/2 Ashoka Complex, Near Weikfield Company, Nagar Road, Pune 411 014 
Tel: + 91-20-26633044 / 444/014 Telfax: + 91-20-266633919 / 26633445 











NYBODY starting off with his CAT preparation 
hears horror stories about the Quantitative 
Aptitude (QA) section, and how it gives sleepless 
nights to aspirants. Just how does one go about 
tackling the most intimidating section of CAT? 
This article aims to introduce you to QA and 
show you the right way to get started. Though QA seems 
tough it actually is, with some regular toil and consistency, 
quite simple. 

If we go by stereotypes, QA is a strong area for the sci- 
ence and engineering graduates and the Achilles’ heel for 
those from the arts background. Yet, irrespective of back- 
ground, it is a challenging area for everyone, an area that 
requires serious hard work, consistency, dedication in stud- 
ies and a knack for picking out easy questions. 

Why is the CAT maths so tough? This is a question that 
baffles neophytes and masters alike. From a layman's per- 
spective the test should NOT be tough. After all, 95% of the 
questions are taken from high school maths (class 7th to 
class 10th) that everyone has done. The answer lies in the 
following facts: 

e The questions in this section test the mathematical, rea- 
soning and comprehension skills of the student. 

e Nota single question involves a direct calculation or 
formula application and is worded very differently from 
conventional math questions 

e Acing the QA part requires higher-level skills than just 
mastery of pure math fundas. It also requires a student 
to make an important choice with one glance at the 
questions — which ones to do and which to leave. 

The first thing you do is to dig up your schoolbooks and 
brush up your fundas of basic maths. This will help you in 
both QA and Data Interpretation. Plan to finish off these 
books in around two weeks. Then move to a more advanced 
level. 


Test Strategy 

Your maths preparation can be divided into five broad cate- 
gories - Arithmetic, Algebra, Geometry, Modern Maths and 
Puzzles. The most important section is Arithmetic, which 
comprises nearly 50% of the questions asked. It encompass- 
es basic areas like numbers, profit and loss, time and speed, 
averages, percentages, ratio and proportion. Devote a major 
part of your preparation to mastering this area as you will get 
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around 15 to 20 questions on Arithmetic. 

Another important part is Geometry, which consists c 
few basics. You should go through basic concepts, formu 
and properties of all the figures. With this done, you v 
comfortably attempt the usual 8 to 12 questions 
Geometry. 

The next key area is Algebra. In order to master Algeb 
you should concentrate on topics like equations, inequ: 
ties, functions, binomial theorem and the rest of hi 
school Algebra. 

Modern Maths is one part many students prefer to lez 
out, because you do not get more than 4-5 questions on 
But this can be counter-productive as most questions 
these topics are easy enough and there is no guarantee tl 
the other tests will not have more of these questions. : 
just to be on the safe side, go over topics like permutatic 
and combinations, probability and set theory carefully 
clear understanding of the basic concepts, which cor 
through sheer practice, will help even a student who dc 
not have a maths background to master these topics. 

Developing speed: Once you have mastered the func 
mentals, start working on speed and accuracy. One way 
develop speed in calculations is to memorise tables a 
basic values of squares, cubes and reciprocals. Also, y 
should have all the basic formulae on your fingertips. T 
will help you do calculations faster. 

A good way to mug up tables and reciprocals is to p 
pare a chart and put it up on your study-table or on the w 
facing your bed. Get into the habit of revising your form 
lae everyday before you go to bed and of doing calculatic 
mentally. So, get rid of your calculators right from day or 

Another trick you might want to learn is to fi 
approximate answers since a large number of questic 
do not require exact calculations. With mental calculati 
you also begin to develop your own short-cut methods. 
this helps to save time. Initially, all students find it diffic 
to do mental calculations, but after a bit if practice, it i 
cakewalk. 

Quantitative Ability is one section where most studei 
tend to get nervous. It is very important to maintain yc 
cool when you are attempting this section or else you v 
forget all the short cuts and formulae. Let's go over the m 
frequently asked arithmetic problems in CAT. The followi 
topics will help you take stock of where you stand... 
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Numbers 
Numbers is a very important topic in the CAT, usually accounting for more than 10 questions. It is an absolute must for 


-tudents to be aware of basic concepts and a large variety of question types. 


i i f” 
Q1.What is the remainder of 342 
a) 0 b) 341 c) 1 d) none of these 


Sol. (c) The numerator is broken up in a form such that it is at a difference plus or minus 1 from the denominator. This 
form then resembles the Binomial Theorem. 
The Binomial Theorem states the following result: 
(a + b)" = "C, a'b’ + "C, a”'b'+.....4 "Ca" D, + ......* "C,a?b,. 


The last term in the binomial expansion does not have any term apart from the n® power of b, which in this case is 1, 
hence the remainder is 1. 


(Hope this question did not scare you — the concept is quite easy if you are familiar with the Binomial Theorem) 


Numbers Puzzle 
Here is an instance of how puzzles appear in the CAT. These questions require patience, especially while preparation. The 
speed will follow sooner than later. 


Q2. Ramnath offers prayers in 3 temples. At every temple he offers flowers to the deity of the temple. He has n flowers with 
him. On the way to the first temple he loses 1 flower. He offers half of the remaining at that temple. On the way to the 
second temple, he loses 2 flowers. He offers half of the remaining to the rest at that temple. On the way to the third 
temple he loses 3 more flowers and offers half of the remaining at that temple. 

2 A. What is the minimum number of flowers he could have started off with? 


a) 25 b) 19 c) 21 d) none of these. 
2 B. What is the minimum number of flowers offered at the second temple? 
a) 12 b) 10 c) 6 d) 5 
2 C. If the number of flowers he initially had was less than 150, what is the maximum number of flowers he could have 
had to start with? 
a) 149 b) 147 c) 145 d) 139 


Sol. One way of solving this question is: 
Let Ramnath be left with x flowers at the end. At the third temple, he offered x. Hence, before losing 3 flowers, he had 2x 
+3 flowers. Prior to this, he had double this number i.e. 4x + 6 flowers. He lost 2 flowers on way to the second temple, so 
he had 4x + 8 flowers. 
Prior to offerings at the 1st temple he had double of these, i.e., 8x +16 flowers. 
Thus he started with 8x + 17 flowers. 
This number can be minimised if x is 1, i.e. 25 flowers 
The minimum number of flowers he offered at the second temple is 5 
How do we calculate the third answer? We need a multiple of 8, to which 17 needs to be added and the total should be 
less than 150. 
This multiple is 128, and after adding 17, we get 145 as the answer. 
Note: The question can also be worked out using options. Please try doing so. 


WFurther Numbers 
»A mere browsing of the course syllabus won't do. Certain questions require sound understanding and imagination. Try these: 


MQ 3. The integers 34041 and 32506 when divided by a three-digit integer n leave the same remainder. What is n? 
a) 289 b) 367 c) 453 d) 307 


Wol. Both the numbers are of the form xn«R and yn + R. Subtracting one from another, we get n(x-y). This is divisible by n 
(three digit number). 
The number must divide the difference between the two numbers 34041 - 32506 - 1535. That number is 307. 
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Percentages P 
Percentages, Profit, Loss and Discount along with Interest (Simple and Compounded) are an important part of the 


Though its representation may vary, the topic finds its way in typical data interpretation questions as well. 1 
a 
Q4. Acompany purchases components A and B from Germany and US, respectively. A and B form 30% and 50% of the total 
production cost. Current gain is 20%. Due to change in the international scenario, cost of the German Mark increased 
by 30% and that of the US dollar increased by 22%. Due to market conditions, the selling price cannot be increased 
beyond 10%. Then, 
4A. What is the maximum current gain possible? | 
a) 1096 b) 12.596 c) 0% d) 7.596 


Sol. The component A, from Germany, forms 3096 of the total production cost. The price of German Mark has risen-by 30%, 
which in turn results into the rise of (30) 30/100 = 9% increase in the total production cost. Also the component B, from 
USA, forms 50% of the total production cost: The price of USA dollar is risen by 22%, which in turn results into the rise 
of (50) 22/100 = 11% increase in the total production cost. Thus the total rise in the production cost is 9 + 11 = 20%. 
But the selling price is already kept 20% higher than the production cost. Thus after the rise in the prices of interna- 
tional currencies, the new SP is 132 and the maximum current gain possible is 10%. Hence the answer is (a). 


4B. If the US Dollar depreciates by 12% over its original cost and the cost of German Mark increased by 20%, what will 
be the gain? The selling price is not altered. 
a) 10% b) 20% c) 15% d) 7.5% 


Sol. If the US Dollar becomes cheaper by 12% over its original cost, the total production cost reduces by 6%. While due to 
the rise in the cost of German Mark, the total production cost increases by 6%. Thus, effectively the cost price ls not 
altered. Also, the selling price, which is 20% higher than the cost price, is not altered. Thus, the gain will be 20%. 

| 
Averages | 
Averages as a topic is very easy to solve, but calls for fast understanding and to an extent, your proficiency in calculation. 


Q5. The Pakistani cricket team's average weight (11 players) is 70 kg. If Inzamam-Ul Haq is dropped (not because of his 
weight, but because of his form) and replaced by another player, the average weight drops by 5 kg. What is Inzamam's 
weight? (If he is replaced by a player of 45 kg) 


SolApproach-I  — | 
11 players having average of 70 kg together weigh = 11x70 - 770 
11 players having average of 65 kg weigh 11x65 = 715 
We know that new player weight is 45. Then sum of remaining players is 
715-45 = 670 | 
Inzamam!'s weight = 770 - 670 = 100 kg 


Approach - II 

Average weight of 1st 11 players- 70 kg 

Average weight of 2nd 11 players- 65 kg 

Difference =5 kg 

Total difference in weights is due to the excess weight of Inzamam’s, i.e. the difference of weights of Inzamam and the 
new player =11x5 =55 

So, Inzi’s weight= 55 + 45 = 100 


Percentages — Further Applications 

Q6. Fresh grapes contain 90% water by weight while dried grapes contain 20% water by weight. What is the weight of dr” 
grapes available from 20 kg of fresh grapes? l 
a) 2 kg b) 2.4 kg C) 2.5 kg d) None of these 


SoL In 20 kg of grapes we have 18 kg water and 2 kg solids. So this 2 kg represents 8096 of the dried grape. So the weight o» 
dry grapes should be 2.5 kg (which is 10096). | 
This is CAT 2001 question. Jt takes not more than 20 seconds if you read fast and know your basics. The question i: 
can you read effectively, not get nervous, and steamroll such sitters? 





Ratio And Proportion 
‘Ratio refers to the relationship between two qualities. It is an important concept as it finds utility across a variety of topics. 


Q7. The following table presents the sweetness of different items relative to sucrose, whose sweetness is taken to be 1.00 





7A. What is the minimum amount of sucrose (to the nearest gram) that must be added to one gram of saccharine to 
make a mixture that will be at least 100 times as sweet as glucose? 
a) 7 b) 8 c)9 d) 100 


Sol. We use here a method called alligation, where the representation is like a cross. In the centre lies the average, while on 
top the two rates/numbers lie and on the bottom we have their ratios. 
100 times that of glucose means 0.74x100=74 or more 





So roughly to 1 gram of saccharine, 8 gm sucrose needs to be added. 


7B. Approximately how many times sweeter than sucrose is a mixture consisting of glucose, sucrose and fructose in 


the ratio of 1:2:3 ? 

a) 1.3 b) 1 c) 0.6 d) 2.3 
Sol. anum =1.3 (we take values from the table and use the weighted averages of the three items) 
Time, Speed and Distance 


Distance is defined as the product of speed at which the body is travelling and the time it takes to cover the distance. 
z x = Ox 


Q8. A train running from A to B meets with an accident 50 km from A, after which it travels with three fifths of its original 
speed and arrives 3 hours late at B. If the accident had occurred 50 km further on, it would have been only 2 hours late. 
Find the distance from A to B, and the original speed of the train. 

a. 150 km, 30 kmph b. 200 km, 40 kmph 
c. 300 km, 30 kmph d. 200 km, 33.33 kmph 
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Sol. The algebraic way to solve the question would take long and can be ruled out for the purpose of CAT. We are men- 
tioning it to contrast it with the method of ratios. y 
Suppose original speed of train is x, and distance is D. So time taken is D/x 
Time taken till accident, Ist case = 50/x 


D-50 
3x 
76 
50 (D—50) 


SO, as per question, + — D, 3 — — —1) 
x x ; 


yz 


In second case, time taken till accident =100/x 
D-—100 


yz 


SO, as per question, = + em 2 t2 —————3242) 
x xf x 
100 


Solving (1) and (2), we get D = 200 and x= ES 


Time for the remaining journey = 





Time for the remaining journey = 


Alternative 

If accident is after 50 kms, it travels at 3/5th its speed and reaches 3 hrs late. At 3/5th its speed it would take 5/3rd of the 
original time. Hence 2/3rd of the time is 3 hours, so time taken is 4.5 hrs. If accident is after 100 km, it reaches 2 hrs late at 
3/5th speed. Hence here original time is 3 hours. The initial difference (pre-accident) is 50 kms, and time difference is 1.5 
hours, which is effectively taken to cover these 50 kms, so its speed is 33.33 km/hour. The distance is thus 200. 


Time And Work 
Q9. There are n taps, numbered 1 to n, that can fill a tank, such that any tap (except 1) numbered i (i<=n) working alone 
takes as much time to fill the tank as all the taps numbered less than i would take working together. 
9A. Ifthe 4th tap takes 40 minutes to fill the tank when working alone then 7th and 8th would take how many minutes 
(minimum) working together. 


a % b) 76 d 1% d % 


Sol. 4th tap takes 40 minutes 
.. First 3 taps take 40 minutes 








<. 5th tap l 29 minutes. 

EE 

40 40 
6th tap 10 minutes 
7th tap 5 minutes 

th ta 5/ mi 
8th tap », minutes 
7th and 8th tap = =% minutes. 
y542/5 73 
9B. If 140th tap can fill tank at rate 998 ltr/hour then 141st will fill at a rate 
a) 33.33% more b) 66.66% more c) 133.33% more d) None 


Sol. 141st tap can fill = 140th + (from 1 to 140) 
= twice the rate of 140th 
= 100% more than 998 Itr/hour 
Answer is (d) — None. i 





Vivek Pandit 
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An Introduction lo - 


Data Interpretation 


ELCOME to the world of data! 

Data Interpretation (DI) is the mathe- 
matical version of Reading Comprehen- 
— sion. It deals with the understanding, 
organising and interpreting of the given 
data so as to arrive at meaningful conclu- 
sions. The questions in this section are based on data 
regarding exports, imports, industrial production over a 
period of years, job profiles or income of employees, num- 
ber of students in various disciplines, etc. 

Usually, the CAT paper has one section comprising DI 
and Data Sufficiency (DS) questions. Over the last few 
years, it has been clubbed with a section which has some 
reasoning questions as well. Provided you make the effort, 
it is very easy to clear the cut-off and get plenty of buffer 
marks in DI that will help you reach the overall cutoffs. 

Your success in DI rests on your calculation prowess 
and your ability to pick out the easy questions. In lots of 
places, DI is just the use of common sense, options and a 
good understanding of the questions. 

The difficulty level is not very high at all (that of a class 
10 stats book). But college students may face problems ini- 
tially as they will be out of practice. So, get cracking on 
those tables and reciprocals. 





What You Need To Do 
The DI section is not only about solving the questions accu- 
rately but also solving them quickly. 


For Faster Calculations 
1. Mug up tables till 30, reciprocals with respect to per- 


The Importance Of Reciprocal Percentages And Fractions 


centage and decimals till 30, squares and cubes till 30, 
square roots and cube roots till 10. 
Practice various questions to become comfortable 


with different types of problems. This will help you 


understand by which method you can solve à particu- 
lar problem faster. Exposure to various types of 
questions is a must so CAT does not come as a surprise 
to you. 

Be very thorough with the basics of all arithmetic top- 
ics like profit, loss, ratios, basic number theory and 
formulas. 


. Take sectional tests and analyse your performance. This 


helps you to understand your strengths and weaknesses. 
Remember, a test is not conducted to tell you that you 
perform at 80% efficiency but to point out the 20% area 
where you are making mistakes. 


. Try vedic maths and learn short-cut methods that work 


for you. Also try doing mental calculations and min- 
imise the use of pen and paper. 


. Approximation is the best tool to arrive at answers 


quickly but using it is an art, you will have to learn this 
through trial-and-error and practice. 


. Often you can arrive at the correct answer by the 


process of elimination. For some questions you may see 
that two or three of the given options are pretty far- 
fetched and it easy to select the right answer. Again, this 
method needs practice to perfect. 


. Whenever you try to calculate faster than your comfort 


zone speed, you are bound to make silly mistakes. Try to 
build up your speed slowly so that it peaks in November, 
when all the entrance tests are about to begin. 


In the DI section, the CAT tests your ability to interpret and understand questions based on facts and figures. To tackle the 
QA & DI sections, you need to have a good understanding of number theory. 


Let's take an example: 


Suppose you have to calculate 5.26% of 760 as a sub-step of the a DI calculation. For instance, 


526 760 (5.26 760) 1 
200 1000 (100 1 j 20 


Should you know the equivalent fraction of 5.26% (it is actually Z), it reduces to (40) ti * 2 


This can save you vital 15-20 seconds (at least). 


] 


So be sure to spend time learning equivalent fractions and percentages from - - to 30 


Here are tables that will help you out... 





HOO! GUINF e RIISINFSSWORID + 2004-05 





wi N 











uA 
5* 
oo 
kh i 
ou 
28 
88 





6 1/6 0.166 16.66 
7 1/7 0.142 14.28 | 
8 1/8 0.125 12.50 


ie] 
— 
e 
— 
— 
— 
— 
— 
— 
— 
— 








ñ 
eo 
~ 
— 
* 
o 
eo 
os 
— 
e 





Tips To Remember Some Values 

The value of the reciprocal percentage (RP) for 6 is exactly half that for 3 (half of 33.33 = 16.66) 
The RP for 8 is exactly half of 4 (half of 25 = 12.5) 

Seven is easy to remember: 7 into 2 (14), followed by 14 into 2 (28), which makes it 14.28 

9 is one-third of 3 (33.33 divided by 3 = 11.11) 


Please start with the next ten only after becoming absolutely comfortable with the first ten 





Tips To Remember Some Values 
By now you would have figured out that the difficult ones are the prime numbers. We have already dealt with 7. Now we 
need to work out 11, 13, 17, 19, 23 and 29. 


9 and 11 are interrelated as ; is 11.11 and — is 9.09 


All even numbers can be worked out by dividing the RP for the number that was their half or quarter by two or four 
respectively. E.g. 12 is half of 6 (half of 16.66 = 8.33) 

Work out the rest of the primes and your own unique way to remember them. We cannot over emphasise the impor- 
tance of having the percentages of the first 30 reciprocals on your fingertips. 








Composite Table ie 
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10.00 100 1 


9.09 121 1331 
8.33 144 1728 
7.69 169 2197 
7.14 196 2744 
225 3375 
256 4096 
289 4913 
324 5832 
6859 
8000 
441 9261 
1 
529 12167 
576 13824 
625 15625 
676 17576 
19683 
21952 
24389 
27000 
1 


Types Of Questions 
The questions in DI can be broadly classified as Tables, Graphs, and Caselets. 


l. 


TABLES: In this type of question the data is arranged systematically in rows and columns with captions/headings 
and a title that tells you what that table encompasses. Grand total figures may be provided in the table itself or sep- 
arately. Units of measurement may also be given for calculations. Remember to carefully read all titles, subtitles, 
and notes/footnotes or you may even end up confusing important data or points and get a cluster of four or five 
questions wrong. 


For example, the following table shows the hypothetical averages of five batsmen over the last five years. 


AVERAGE OVER THE YEARS 





Lara 
Tendulkar 
Laxman 
Waugh 
Dravid 








While solving questions based on tabulated information remember to: 


b. 


C. 


Spend time understanding the table, especially the title, caption and unit of measurement. Don't waste time brows- 
ing through the data. 

Read the question carefully and analyse the possible answer before calculation. Most of the questions only call for 
an approximate answer and it may be possible to round off, thus saving time and effort 

Make sure to express your answer in the correct units. If the units of measurement in the question and given answer 
do not match then conversion is required. 


. GRAPHS: Unlike tables that depict data precisely, graphs give you a pictorial representation. So, you only get an 


approximate idea of data. However, the graphs are more vivid in depicting trends like growth, decline and plateaus. 
They can be of various types 

a. Bar Graphs 

b. Line Graphs 

c. Cumulative Bar Graph 

d. Pie Graph 

e. Combination Graph 


a. Bar Graphs: Bar graphs use two axes for representation of data. In the example below, the X-axis denotes the 
year and the Y-axis shows the average runs scored. A common reason for confusion is that the bars don't always 
have numbers on them and you have to figure out what the value is by matching up the bar with the Y-axis. It is 
possible to use the approximation method to hasten the calculation i.e. vou can assume 41 to be 40. 





b. Stacked Graph/Cumulative Bar Graph: In this type of a graph, all data of one type is stacked over the other 
for a year. This 'stack' can be expressed in percentage as well, wherein all the players' averages, in one year, 
add up to 100. 





a. —— 


c. Line Graphs: In the example below, the various lines represent the players and their average scores. Line graphs, 
show, most vividly, trends like growth and decline over a period of time. 


100... 





Ll eoa sol 4999 be 2005 | liso d »gga ^| 
— Lara — Tendulkar Laxman == Waugh === Dravid 


d. Pie Graph: The pie chart is a pie like representation of data, hence the name. In the graph below, the entire ‘pie’ is 
broken into percentages adding up to 100%. Remember that one percent = 3.6 degrees 


Dravid 
17% Lara 


21% 





= Dravid 

® Waugh 

~ Laxman 
E Tendulkar 
B Lara 


Tendulkar 
Data for 1998 only 45% 


e. Combination Graph: Combination graphs combine data of one graph with that of another. These may look 
intimidating initially but can be tackled if taken one at a time and are rather easy. 


. Caselets: This is the ‘Waterloo’ for most students. Caselets are, essentially, data in a paragraph form. Since the data 
is not in the form of a table or graph and is in an unprocessed form, you need to make it convenient to use. You can 
do this by making a table or diagram of the given information and filling in the rest by calculations. This makes the 
dense paragraph of data into a tabular form and makes solving the questions easy. Many students skip this type of 
question as drawing the table takes up quite a bit of time. 


. Puzzles/Structural Diagrams: Again, students consider these questions tough. In these questions it makes sense to 
draw a table or diagram of the given information. To be comfortable with this type of question, you need to have a 
logical and structured approach. So, practice puzzles beforehand and develop a strategy to tackle them. CAT has 
had at least 5 to 10 such problems each year over the past few years. If you can correctly interpret a puzzle in about 
three minutes, then that's a quick five marks in your bag! 


Vivek Pandit and Aradhana Khaitan Mahna 





ee ee t 


E 
V 


— — 


⸗ 
fi 
JJ 


P 
n M Ny 
tA 4 v^" 


New Delhi 


Food, Agri-business & Retail Management 


An Innovative 2 yr, Industry-endorsed, Supply Chain Based /Agri-business Programme) 


Advisory Board 


Mr. Abhiram Seth 
Director, Pepsi Foods 

Mr. Pradeep Kashyap 
MD, MART 

Mr. Kartik Raina 

COO, Dalmia Consumer Care 
Mr. D.P. Tripathy 

Fmr. Secretary, Govt of India, 
Ministry of Food Processing 
Mr. Vinod Tiwari 

Genera! Manager, Britannia 
Mr. Pooran Pandey 
Asst. Secretary General, FHRAI 


Discussions with other leading 
corporates are in process 


Salient features of the programme 


Globally benchmarked Course: This programme has been designed 
after a thorough global study of McKinsey's FAIDA report, Food & Agri- 
business programmes of top universities like Cornell and Illinois University 
and the model of Ray Goldberg of Harvard University (universally 
acknowledged as the father of Agri-business). 

Supply Chain based ICT: Application of Information & Communication 
Technology to agri supply chains from farm to platter 

Bio-technology: Application of revolutionary techniques for increase farm 
productivity. 

Post WTO: Managing Indian Agribusiness in the post-WTO era 

Skill development: To organize effective technology transfer, catalyze 
agro-industrial growth, diversification of agriculture, agro-based 
industries,supply chain and food retail management. 


EMPI Residential Advantage 


Scholarships, additionally compete for our Academic Board Chairman 
Mr. Ajit N. Haksar & Advisor Ms. Tara Sinha's Excellence Awards. 

Benefit of other innovative courses on campus like HR Labs chaired by 
Prof. Udai Pareek and Centre for Management and Governance Informatics 
chaired by Mr. N. Vittal 

Residentiality in Executive Development House with 24x7 hours Intemet. 
Executive Fitness Programme (Gym, Swimming, Riding, Tennis etc.) 
Excellent Faculty from Industry & Academia. 

Academic Collaboration with AMIC, Singapore & ESC Lille, France. 


Career Opportunities: 


Food Retail Sector 

. Food Processing Sector 

. Agri-input companies like 
fertilizer, tractor, seed and 
pesticide companies 
Commodity trading & Agri- 
export companies 

. Co-operatives 


Bio-technology industry 
Floriculture 

Companies marketing 
FMCG products & dura- 
bles in rural areas 
Organic & Contract 
Farming 


Wide inductive learning horizons in the Capital City. 
Pollution free vast green campus. 


Eligibility for PGDFARM : B.Sc (any branch of Agriculture / Veterinary 
Science / Home Science / PCM/ ZBC / B.Tech or B.E. degree in Dairy technology 
or Agricultural Engineering / Hotel Management graduates. Some seats will be 
reserved for people with an Agri-business background 


10. Veterinary industry 
11. Aquaculture 


| Session commences in September 2004 
12. Dairy Industry etc. 


Centre for Food, Agri-business cL Retail Management 


a— 5 or, "ni $ m= 
p j ^ M» E -q c : - 3 » a 
2» "NS E d V , 


! | ] 
"cm V ⸗ r — 3 


City Contact : 
EMPI Professional Training & 
Development Academy (PTDA) 
Gargi College Campus, Siri Fort Road, 
à New Delhi-110049 
ank fo Ph.: 91-11-26490354/55655806 


etua! Capitar Fax : 91-11-2665 4422 
NURTURING FARM-PRENEURS 


Residential Campus : 
CSKM Educational Complex 
Satbari, Chattarpur 
New Delhi - 110 074 
Ph.: 91-11-2665 2373 / 2375 
4727 | 3764 


e-mail : empi@vsni.com www.empiindia.com 
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Raising Your General | 


Awareness Quotient 


HAT is the annual per capita income of 


India? 

e Anywhere Banking — from Kashmir to 
Kerala’ is the line associated with which 
bank? 

e Who is the managing director of Microsoft 
Corporation (India)? 

Do these questions leave you looking quizzical? 

If the answer is yes, read on... 

While the CAT has largely mathematics, data interpre- 
tation, verbal skills and reading sections, almost all other 
B-school entrance exams have an additional section on 
general awareness and/or general knowledge and/or busi- 
ness awareness (the associated abbreviations are 
GA/GK/BA). In addition to being as important as the other 
sections, this particular section can be crucial to your over- 
all test-taking strategy. For one, it consumes relatively less 
time. You either know the answer or you don't! Second, 
preparing well for this section helps in not just the written 
test but the GDs and interviews as well. 

The following tips will help you prepare for this section: 


Self-assessment 

Assessing your general and business awareness quotient 
should be the first step. Attempting a few questions in 
almost any GK magazine will help. It is important here to 
identify your strong and weak areas. While an engineering 
student may have a reasonable level of GA, his BA (things 
like business trivia and economic terms) may be abysmal- 
ly low. Similarly, anybody who isn't a regular newspaper 
reader will find it hard to understand larger issues of, say, 
national importance. 


Getting Interested 

Developing an interest in whatever you do is crucial to 
doing it well. Increasing your GA/BA levels is no exception. 
One should make a conscious effort to cultivate an inquis- 
itive mind and the desire to know. 


Reading A Newspaper 

Make it a habit to read the newspaper thoroughly everyday 
— focusing on issues of political, social and economic 
importance. Make an attempt to analyse and understand 
what you have read, preferably through discussion with a 
knowledgeable person. In addition to your regular newspa- 


per, make an effort to read and understand at least one 
business newspaper as well, The Economic Times or 
Business Standard, for example. This would particularly 
help you in the section on BA. 


Magazines And Periodicals 

Reading a magazine, a weekly or a fortnightly, will enhance 
your understanding of issues. Focus on magazines that pro- 
vide in-depth analysis of issues (both general and busi- 
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ness), and present opinions and different points of view, 
* * 
rather than just news. 


Discussion And Debate 

Discuss what you have learnt, and be open to questioning 
and debate. Do this with friends, family and others. Such 
discussions and debate will make learning fun and vastly 
interesting. 


Watching Television 

You may not have to force yourself to do this! However, in 
addition to watching vour favourite soaps and sports shows, 
make time for a news channel or two. Daily news pro- 
grammes, talk shows, news reviews (shown usually at the end 
of the week/month/year) provide valuable inputs. 


Business Magazines 

After about two to three months of reading the newspapers 
and magazines, start reading at least one economic and/or 
business magazine every week. This provides familiarity 
with the business and economic jargon, which is very 
important. 
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How To Read The Newspaper 

e Start with the editorial pages, usually the middle pages 
of a paper. Read the key editorial, absorbing facts, 
underlining new terms. Read the remaining content 
on these two pages as well. Tvpically this is the heart of 
the paper, contributed by the best brains behind the 
paper. Underlining terms and words help you remem- 
ber them. Just the fact that you do not understand a 
term does not mean reading is not beneficial. Even if 
you do not look it up (though you should), the next 
time you read the term in another context, your 
understanding, in general, will increase. 

e Next, read the economics and business affairs pages. 
Again, if you are a new reader and do not understand 
the business jargon, be patient. Give yourself two to 
four months - your understanding of the economic 
and business scenario on the whole will increase. 

e Now read the pages on international affairs and 
sports. 

e Do not spend too much time on either the first page 
(except on issues of longer relevance) or supplements 
that are largely film/city news related. 


Making Notes And Keeping Records 

Make your own notes, cut out good analytical pieces on 
important issues from newspapers and magazines and put 
them all together in a scrapbook or file. Make and regularly 
update a diary on important statistics (Indias GDP. inflation 
rate, etc.), dates and events, abbreviations, etc. Most impor 

tantly, each time you write a fact down, vou are already half 

way to remembering it 


Internet Surfing 

The Internet is another fantastic source of news items and 
analyses. Subscribe to newsletters like the ones available at 
www.economist.com, and www.businessworldindia.com 


Time Management 

Managing your time while preparing is central to the entire 
process of preparation. Most students tend to leave the 
GA/BA section for the last minute. Guard against such mis 
management of time as general and business awareness is 
best acquired over a period of time through regular reading 
understanding and remembering. Last minute mugging up 
of facts and figures takes you nowhere! 


Patience And Regular Work 
Be patient and work hard, regularly. It would be naive to 
expect miraculous results overnight. 


Finally... 

Combine the methods listed above, become more aware ol 
the world around you, ask more questions and keep you 
eyes and ears open 
cracking this section! s 


and you will be well on your way to 





Rachna Khandelwal and Vivek Pandit 








Mind Benders 


In the recent past, puzzles and analytical reasoning problems have become an integral part of 
the CAT. They are usually found in the Data Interpretation section. Puzzles require good analyti- 
cal skills, patience and practice. There are no mathematical formulas you can learn that will help 
you in solving them. The only key is a sharp and logical mind. 





The following problems will give you an idea of the kind of puzzles that appear in the CAT paper: 


Directions for questions 1 to 10: Read each of the problems given below and choose the 
best answer from among the four given choices (Questions 9 and 10 do not have choices). 


Suggested time: 30 minutes. 


Four friends Ashok, Bashir, Chirag and Deepak are out shopping. Ashok has less money than three times the amount that Bashir 
has. Chirag has more money than Bashir. Deepak has an amount equal to the difference of amounts with Bashir and Chirag. Ashok 
has three times the money with Deepak. They each have to buy at least one shirt, or one shawl, or one sweater, or one jacket that 
are priced Rs 200, Rs 400, Rs 600, and Rs 1000 a piece, respectively. Chirag borrows Rs.300 from Ashok and buys a jacket. Bashir 
buys a sweater after borrowing Rs.100 from Ashok and is left with no money. Ashok buys three shirts. What is the costliest item 
that Deepak could buy with his own money? 

a) A shirt b) A shawl C) A sweater d) A jacket 


In a 'keep-fit' gymnasium class there are fifteen females enrolled in a weight-loss programme. They have all been grouped in any 
one of the five weight-groups W1, W2, W3, W4, or W5. One instructor is assigned to one weight-group only. Sonali, Shalini, Shubra, 
and Shahira belong to the same weight-group. Sonali and Rupa are in one weight-group; Rupali and Renuka are also in one 
weight-group. Rupa, Radha, Renuka, Ruchika, and Ritu belong to different weight-groups. Somya cannot be with Ritu, and Tara 
cannot be with Radha. Komal cannot be with Radha, Somya, or Ritu. Shahira is in W1 and Somya is in W4 with Ruchika. Sweta and 
Jyotika cannot be with Rupali, but are in a weight-group with total membership of four. No weight-group can have more than five 
or less than one member. Amita, Babita, Chandrika, Deepika, and Elina are instructors of weight-groups with membership sizes 
5,4,3,2, and 1, respectively. Who is Radha's instructor? 

a) Babita b) Elina c) Chandrika d) Deepika 


A king has unflinching loyalty from eight of his ministers M1 to M8, but he has to select only four to make a cabinet committee. 
He decides to choose these four such that each selected person shares a liking with at least one of other three selected. The 
selected persons must also hate at least one of the likings of any of the other three persons selected. 

M1 likes fishing and smoking, but hates gambling, 

M2 likes smoking and drinking, but hates fishing, 

M3 likes gambling, but hates smoking, 

M4 likes mountaineering, but hates drinking, 

M5 likes drinking, but hates smoking and mountaineering, 

M6 likes fishing and drinking, but hates smoking and mountaineering, 

M7 likes gambling and mountaineering, but hates fishing, 

M8 likes smoking and gambling, but hates mountaineering. 


Who are the four people selected by the king? 


a) M1, M2, M5, M6 b) M3, M4, M5, M6 
C) M4, M5, M6, M8 d) MI, M2, M4, M7 
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4. Persons X,Y,Z and Q live in red, green, yellow or blue coloured houses placed in a sequence on a street. 
Z lives in a yellow house. The green house is adjacent to the blue house. X does not live adjacent to Z. The yellow house is in 
between the green and red houses. The colour of the house X lives in is: 
a) blue b) green c) red d) not possible to determine 


5. My bag can carry no more than ten books. | must carry at least one book each of management, mathematics, physics and fiction. 
Also, for every management book | carry | must carry two or more fiction books, and for every mathematics book | carry | must 
carry two or more physics books. | earn 4,3, 2 and 1 points for each management, mathematics, physics and fiction book, respec- 
tively that | carry in my bag. | want to maximise the points | can earn by carrying the most appropriate combination of books in 
my bag. The maximum points that | can earn are: 

a) 20 b) 21 c) 22 d) 23 


6. Five persons with names P, M, U, T and X live separately in any one of the following: a palace, a hut, a fort, a house or a hotel. Each 
one likes two different colours from among the following: blue, black, red, yellow and green. U likes red and blue. likes black. The 
person living in a palace does not like black or blue. P likes blue and red. M likes yellow. X lives in a hotel. M lives in a: 

a) hut b) palace C) fort d) house 


7. There are ten animals — two each of lions, panthers, bison, bears, and deer — in a zoo. The enclosures in the zoo are named X, Y, 
Z,P and Q and each enclosure is allotted to one of the following attendants: Jack, Mohan, Shalini, Suman and Rita. Two animals of 
different species are housed in each enclosure. A lion and a deer cannot be together. A panther cannot be with either a deer or a 
bison. Suman attends to animals from among bison, bear and panther only. Mohan attends to a lion and a panther. Jack does not 
attend to deer, lion or bison. X, Y and Z are allotted to Mohan, Jack and Rita respectively. X and Q enclosures have one animal of 
the same species. Z and P have the same pair of animals. The animals attended to by Shalini are: 

a) bear & bison b) bison & deer C) bear & lion d) bear & panther 


8. Eighty kilograms (kg) of store material is to be transported to a location 10 km away. Any number of couriers can be used to trans- 
port the material. The material can be packed in any number of units of 10, 20 or 40 kg. Courier charges are Rs. 10 per hour. 
Couriers travel at the speed of 10 km/hr if they are not carrying any load, at 5 km/hr if carrying 10 kg, at 2 km/hr if carrying 20 kg 
and at 1 km/hr if carrying 40 kg. A courier cannot carry more than 40 kg of load. The minimum cost at which 80 kg of store mate- 
rial can be transported to its destination will be: 

a) Rs. 180 b) Rs. 160 C) Rs. 140 d) Rs. 120 


9. In a certain mythical community, politicians never tell the truth, and non-politicians always tell the truth. A stranger meets three 
natives and asks the first of them."Are you a politician?"The first native answers the question. The second native then reports that 
the first native denied being a politician. The third native says that the first native is a politician. How many of these three natives 
are politicians? 


10. Benno Torelli, genial host at Hamtramck's most exclusive night club, was shot and killed by a racketeer gang because he fell 
behind in his protection payments. After considerable effort on the part of the police, five suspects were brought before the dis- 
trict attorney, who asked them what they had to say for themselves. Each of them made three statements, two true and one false. 
Their statements were 
LEFTY: | did not kill Torelli. | never owned a revolver in all my life. Spike did it. 

RED: | did not kill Torelli. | never owned a revolver. The others are all passing the buck. 
DOPEY:| am innocent. | never saw Butch before. Spike is guilty. 

SPIKE: | am innocent. Butch is the guilty one. Lefty did not tell the truth when he said | did it. 
BUTCH: | did not kill Torelli. Red is the guilty one. Dopey and | are old pals. 


Whodunnit? 
Answers 
1.b 2.b 3.d 4.a 5.c 
6.b Jc 8.b 9.One 10. Red 
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SOLUTIONS 


» 


1. b. We know A «38, > B,D =C - Band A = 3 D. B must have 500, since he has to borrow 100 from A. C must have at least 700, 
but this is not correct as this leaves D with 200 and A with 600. Since A lends 300 to C and 100 to B, A must have at least 1000 


since A = 3D, we get A = 1200, D = 400, hence D can buy one shawl. 


2. b We make the initial table as follows: 


wi w2 w3 WA 
Shahira Radha Renuka 

Sonali Rupali 

Shubhra 

Shalini 


Ruchika 
Somya 


Ws 
Ritu 


Then we add in information about Shweta and Jyotika, who go to W4, Rupa who goes to W1 and Tara who goes to W5 


W1 w2 w3 W4 
Shahira Radha Renuka 

Sonali Rupali 

Shubhra Komal 

Shalini 

Rupa 


This leaves Radha as the only one in her group, so Elina is her instructor. 


3. d. We make a table as follows: 


M1 M2 M3 M4 M5 
Fishing L H 
Smoking L L H H 
Gambling H L 
Drinking L H L 
Mountaineering L H 


Then we go through the options. 
Likes: 

MI-F«S 

M2=S+D 

M5 =D 

M6 = F - at least one liking is shared. 


Dislikes: 

MI =G 

M2-F 

MS=S+M 

M6 = S + M. Since G is not in the liking list, choice (a) is wrong. 


M6 


ws 
Ritu 
Tara 
M7 M8 
H 
L 
L L 
L H 


Continue checking. Only M1, M2, M4 and M7 (liking = F + S + D + M + G, dislike = G + F + D + F) meets all the requirements. 


4. a. Wegetthe following 
X Y Z Q 
Blue Green Yellow Red 
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10. 





We are mandated with the following constraints 


Mgt (1) +Fiction (2), Maths (1) + Physics (2), with the following points: 
—— — — — 


So there are two sets (Mgt + Fic or Math + Phy), and for reaching a total of 10 books, we can double either the 1st set or the 
2nd one. 


When we double the second set, i.e., 2 Maths + 4 Physics along with 1 Mgt and 2 fiction, this makes it a total of 6+ 8 + 4+ 2 
= 20 points. These form a total of nine books. To this we can add a Physics book (2 points) and reach a total of 22 points. 


We get the following table: 

P M U T X 

blue/red yellow blue black - 

Since X stays in a hotel and the person who stays in the place does not like blue or black, M must be the one in the palace. 


X Y Z P Q 
Mohan Jack Rita Suman Shalini 
Lion Panther Bear Deer Lion 
Panther Bear Bison Bison Bear 


A courier travelling at 5 km/hr and carrying 10 kgs works out to be the cheapest. In all the other options, when the rate at 
which the load carried is increased, it is less than the rate at which the courier's speed falls. Therefore, the minimum charges 
are 10 x 8 couriers x 2 = 160. 


If the first native is a politician, then he lies and denies being a politician. If the first native is not a politician, then he tells the 
truth and denies being a politician. In either case, then, the first native denies being a politician. 


Since the second native reports that the first native denies he is a politician, he tells the truth, and is, therefore, a non-politician. 


The third native asserts that the first native is a politician. If the first native is a politician, then the third native speaks the truth 
and is, therefore, a non-politician. If the first native is a non-politician, then the third native lies and is, therefore, a politician. 
Hence only one of the first and third natives is a politician, and since the second is a non-politician, there is only one politi- 
cian among the three natives. 


Since Lefty said that Spike did it, Spike's first and third statements are equivalent in meaning and therefore either both true 
or both false. Since only one statement is false, they are both true. 


Dopey's third statement is, therefore, false, and so his first two are true. Therefore Butch's third statement is false and so his 
first two are true, of which the second reveals that Red is the guilty man. 


(An alternative method) All but Red assert their innocence and accuse someone else. If their professions of innocence are 
false, so are their accusations of other persons. But no one makes two false statements, so their statements that they are inno- 
cent must be true. Hence Red is the guilty one. This solution, however, presupposes that only one of the men is guilty. 


Businessworld 
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Trivia And More 


l. 


Which is the oldest company listed on Wall Street? 
a. Black & Decker 

b. Bank of New York 

c. Exxon Mobil 

d. Ford Motor 


The wheel was first used in Mesopotamia over 5,000 
years ago. In which modern country is Mesopotamia 
located? 

a. Iran 

b. Iraq 

c. Afghanistan 

d. Israel 


President Reagan called him a ‘mad dog. The Prime 
Minister of Israel said he was a 'clown, a liar, and a 
murderer. He survived many assassination attempts 
— including one in which his daughter died when his 
residence was bombed. He has also written a 'Green 
Book, along the lines of Mao's Red Book. Who is he? 

a. Yussopov 

b. Gaddafi 

c. Rasputin 

d. None of these 

" .. would be no more by 5th June 1966", was the entry 
in the personal diary of an Arab youth, Sirhan, aged 24. 
Fill in the blank. 

a. J.L.Nehru 

b. John E Kennedy 

c. Robert Kennedy 

d. Jinnah 


Roberta Flack wrote the song 'Killing Me Softly' about 
which singer? 

. Don Henley 

. Elvis Presley 

Don McLean 

. Julio Iglesias 


aoc. 


Trishala was the name of whose mother? 
a. Buddha 

b. Mahavira 

c. Ashoka 

d. Devadutta 


Who is the editor of The Hindu? 
a. N. Ravi 

b. Vinod Mehta 

c. Aveek Sarkar 

d. Sanjoy Narayan 
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Which is the only planet that takes longer to spin on 
axis than it does to orbit the sun? 

a. Mercury 

b. Venus 

c. Neptune 

d. Pluto 


Human blood has a pH of: 
a. 8.3 
b. 9.8 
c. 7.4 
d. 7.3 


. Frailty, thy name is woman’. Which Shakespeare 


character said this? 
a. Othello 
b. Falstaff 
c. Hamlet 
d. Romeo 


. The Bharat Ratna award was constituted in the year: 


a. 1954 
b. 1947 
c. 1950 
d. 1952 


. Which Urdu poet won the Delhi governmer 


Rs 11 lakh ‘Man of the Millenium’ award? 
a. Gulzar 

b. Kaifi Azmi 

c. Raghupati Sahai Firaq 

d. Makhdoom Mohiuddin 


. The first SARS case was reported in: 


a. China 
b. Singapore 
c. Taiwan 
d. Indonesia 


. Which company owns the sweetener brand Equal? 


a. HLL 

b. DCM Sriram 
c. Merisant 

d. P&G 


. Which is the first Indian bank to be listed on the N: 


York Stock Exchange? 
a. IDBI 

b. ICICI 

c. HDFC 

d. SBI 





* 16. In which of the following cities will the mini-ministerial 
meeting of the World Trade Organization (WTO) be held 
in June 2004? 
a. Tokyo 
b. Sydney 
c. London 
d. Cairo 


17. The headquarter of the EU is in: 
a. Paris 
b. Berlin 
c. Geneva 
d. Brussels 


18. In which Indian state have religious conversions been 
banned? 
a. Kerala 
b. Tamil Nadu 
c. Andhra Pradesh 
d. Maharashtra 


19. Which sci-fi author introduced the world to the concept 
of the ‘pan-galactic gargle blaster’ — the world's most 
potent alcoholic beverage? 

a. Isaac Asimov 

b. Douglas Adams 
c. Arthur Clarke 

d. Neal Stephenson 

20. "Rumours of my death are greatly exaggerated." Who 

said this? 

a. Mark Twain 

b. J.D. Salinger 

c. O' Henry 

d. Percy Bysshe Shelley 


21. Who among the following media personalities is on the 
board of Barista? 
a. Prabhu Chawla 
b. T. N. Ninan 
c. Tariq Ansari 
d. Shekhar Gupta 


22. Which television celebrity owns Independent Media, a 
company that produces news and current affairs 


23. 


24. 


25. 


26. 


27. 


2B. 


29. 


30. 





Whose controversial biography is ‘The Polyester Prince’? 
a. Dhirubhai Ambani 

b. Nusli Wadia 

c. GD Birla 

d. None 


Who is known as the ‘Sage (or Oracle) of Omaha’? 
a. George Soros 

b. Larry Ellison 

c. Warren Buffet 

d. None 


What is the first portion of a classical recital called? 
a. Sur 

b. Arohana 

c. Alap 

d. None 


In 1943, this legendary CEO said, "I think there is à 
world market for about five computers". Who is he? 

a. Seymour Cray 

b. Milton Friedman 

c. David Watson 

d. Thomas Watson 


Which city is Saddam Hussein's birthplace? 
a. Baghdad 

a. Tikrit 

a. Basra 

a. Dubai 

In archery, when one arrow splits another, it is called... 
a. Arthur 

b. Alexander 

c. Arjun 

d. Robin Hood 


Name the company whose CEO was chosen as the man- 
ager of the century by Fortune magazine? 

a. General Electric 

b. Cisco 

c. Ford Motor 

d. IBM 


Moon is to Apollo, as Mercury is to Mariner 10, as Venus 


programmes? is to what? 

a. Ektaa Kapoor a. Venera 

b. Rajat Sharma b. Voyager 

c. Siddharth Basu c. Sputnik 

d. Rajiv Shukla d. Columbia 

Answer key 

1.b 2.b 3.b 4.c 5.c 6.b 7.a 8.b 9.c 10.c 
11.a 12.b 13.a 14.c 15.b 16.d 17.d 18.b 19.b 20.a 
21.c 22.b 23.a 24.c 25.c 26.d 27.b 28.d 29.a 30.a 
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& Mahindra 


COMPANIES AND BRANDS 


PASSENGER CARS 


(i) Maruti 800 (ii) Omni (iii) Baleno (iv) Zen 

(v) Esteem (vi) WagonR (vii) Gypsy (viii) Versa 
(ix) Alto (x) Grand Vitara 

(i) City (ii) Accord (iii) CR-V 

(i) Siena (ii) Uno (iii) Palio (iv) Adventure 

(i) C-class (ii) E-class (iii) S-class (iv) M-class 
(i) Ikon (ii) Escort (iii) Mondeo (iv) Endeavour 

(i) Lancer (ii) Pajero 

(i) Ambassador (ii) Contessa (iii) Rural Transport 
Vehicle (RTV) 

(i) Sonata (ii) Accent (iii) Santro (iv) Terracan 

(i) Indica (ii) Sierra (iii) Safari (iv) Sumo (v) Indigo 
(vi) Indiva 

(i) Commander (ii) Bolero (iii) Armada (iv) Pik-up 
(v) Voyager (vi) Scorpio (vii) Marshal 

(viii) MaXX 

(i) Qualis (ii) Corolla (iii) Camry (v) Land Cruiser 
(i) Opel Corsa (ii) Opel Astra (iii) Opel Sail 

(iv) Chevrolet Optra (v) Opel Vectra 

(vi) Chevrolet Forrestor 


MOTORBIKES 


(i) Caliber (ii) Eliminator (iii) Boxer (iv) Wind 
(v) Pulsar 

(i) Adreno (ii) Energy (iii) Freedom (iv) Graptor 
(i) Splendor (ii) Dawn (iii) CBZ (iv) Passion 
(v) Ambition (vi) Karizma 

(i) CruxR (ii) YBX 125 (iii) RX-135 (iii) Enticer 
(iv) Libero 

(i) Victor (ii) Fiero (iii) Max 100 

(i) Challenger (ii) Boss (iii) GF 125 (iv) Aquila 
(v) Velocity 

(i) Thunderbird (ii) Bullet (iii) Machismo 

(iv) Bullet Electra (v) Lightning 


SCOOTERS 


(i) Chetak (ii) Super (iii) Legend (iv) Sunny 
(v) Saffire (vi) Spirit 

(i) NV (ii) Select (iii) Supremo (iv) Trendy 
(i) Activa (ii) Dio (iii) Eterno 

(i) Marvel (ii) Nova (iii) Zing (iv) Style 

(i) Spectra (ii) Scooty Pep 


COMPUTER CHIPS 


Itanium 

Athlon 

Pentium |, II, III, IV, Centrino 
SPARC 
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TELEVISIONS 


Wega 

Combi 

Plano 

Matrix, Studio Line, Prima, isort 

Max, Bazoomba, Arena, Challenger, ITV 
Black, KY Thunder, NV, Marvel, Smart Series 
Flatron, XCanvas 

Flatron 


PACKAGED WATER 


Bisleri, Bailey 
Kinley 
Aquafina 
Pure Life 
Himalaya 


MISCELLANEOUS 


Traxstar (Shoes) 

Cole Haan (Leather brand) 
Park Avenue/Parx/Manzoni/ColorPlus (Shirts) 
Verdant (Airconditioner), Vertis 
Icemagic (Refrigerator) 
Ezeebee (Internet device) 
Ujala (Liquid blue) 

Ariel (Washing powder) 

Blade (Computer server) 
Coldarin (Drug) 

Shock (Energy drink) 

Burnol 

N-Joi (Dairy product) 

Dockers (Clothing) 

Cornetto (Ice-cream) 

Utsav (Healthy refreshing drink) 
Plasma Gold (Airconditioners) 
Slice (Soft drink variant) 
Voveran (Drug) 

Horlicks (Health drink) 
Aashirvad (Atta brand) 
Pantene (Shampoo) 

Georgia (Coffee and tea brand) 
Fanta (Soft drink) 

Sunfill (Soft drink product) 
Speed (Petrol brand) 
Dreamwash (Washing machine) 
Power, Turbojet (Fuel brands) 
Servo (Engine oil)/ Premium 
(Petrol brand) 

Cheez-It (Cheese biscuits) 
Pure Magic (Cookies) 





COMPANIES AND ADLINES 





ENT ere ee 
ELECTRONIC COMPANIES 


IT COMPANIES 


Cisco 

HP 

Sun Microsystems 
Sun Microsystems 
Sun Microsystems 
Polaris Software 
Apple 

Apple 


AUTOMOBILES 


Hyundai Sonata 
Baleno 
Mercedes Benz 
Indica V2 
Hyundai Accent 
Hyundai 

Tata 

Fiat 

Ford Ikon 





MUNE — — 


Move ahead in luxury 
The hottest little car in town 


We know India better 





Mitsubishi Lancer 

BMW 

Santro 

Hero Honda Motors India 
Maruti Versa 


Mahindra Scorpio 
TVS Victor 
Accent Viva 

Ford 

Honda Accord 
Bajaj Pulsar 

Tata Safari 

Tata Indigo 


AIRLINES 


Austrian Airlines 
Cathay Pacific 
Indian Airlines 
Singapore Airlines 
Lufthansa 

Jet Airways 

Air Sahara 

Thai Airways 

Sri Lankan Airlines 
British Airlines 
Airbus 

Boeing 


FINANCIAL INSTITUTIONS 


State Bank of India 

Punjab National Bank 
Citibank 

ICICI Bank 

ICICI Prudential Life Insurance 
LIC 

Royal Sundaram 

New Indian Assurance company 
Global Trust Bank 

IDB! Bank 

Union Bank of India 

HDFC Standard Life Insurance 
SBI Life Insurance Co. 

HSBC 





COMPANIES AND ADLINES 








Flying into the new era of banking ING Vysya Bank Made for each other Wills 
Serving to grow, growing to serve Canara Bank Discover a passion Wills Classic 
All your tomorrows taken care of Aviva India Life Insurance Enduring value ITC 
Have you met life today? Metlife India Insurance 
The life you deserve Iffco-Tokio MISCELLANEOUS 
Where every individual is committed Oriental Bank of Commerce 
More than a fund. A friend IL&FS (mutual fund) Undress code for men Rivolta 
Quality in everything we do Ernst & Young Become what you are Lacoste 
Bond with the best Reid & Taylor 
MEDIA A celebration of life Digjam 
i The complete man Raymond 
Let Truth Prevail The Times of India The mark of honesty Peter England (shirts) 
Makes you look good Hindustan Times Original European jeanswear Lee Cooper 
Unputdownable The Telegraph The sheer joy of creating originals Parle 
Journalism of courage Indian Express The taste of India Amul 
Why settle for less? The Statesman Boond boond mein vishwas Kinley 
The power of knowledge The Economic Times The soul of India Orissa 
Intelligent Information Business Standard God's own country Kerala 
The compelling truth Outlook Pulse of business DHL 
Stay ahead every week Businessworld Do you have it in you? Indian Army 
The magazine of the corporate world Business India The sign of excellence Omega 
For managing tomorrow Business Today Caring for you... for life Max Healthcare 
Aap ko rakhe aage Star News Our challenge is life Aventis (pharma company) 
Sabse tez Aaj Tak Life is our life's work Pfizer 
Khabar wohi jo sach dikhaaye NDTV India A picture of health Wockhardt 
Credibility has many faces NDTV 24x7 Making tomorrow brighter ONGC 
Making sense of it all BBC World Vision beyond tomorrow Indian Oil Corporation 
Be the first to know CNN The symbol of partnership Chevron 
Profit from it CNBC TV 18 Growth is life Reliance Industries 
Internet ka dum maximum rediff.com The technology that drives the world Bridgestone 
It's all about money, honey indiainfoline.com Car radials with Pirelli technology Birla Tyres 
Expertise with responsibility Bayer 
TOBACCO COMPANIES Capitalists’ tool Forbes 
Connecting India BSNL 
Quality that's forever Gold Flake Building telecom, building partnerships Bharti 
Live life Kingsize Four Square The affordable cellular service Dolphin 
ili ict Ui JU CUMPAR 
COMPANY . CEO — — REVENUES (Shr approx) COMPANY 
Wal-Mart Stores H. Lee Scott Junior 246.5 Hewlett-Packard Carly Fiorina 56.6 
General Motors G. Richard Wagoner Jr. 186.8 Boeing Harry C. Stonecipher 54 
Exxon Mobil Lee R. Raymond 182.5 Fannie Mae Franklin D. Raines 52.9 
Ford Motor William Clay Ford Jr. 163.6 Merck Raymond V. Gilmartin 51.79 
General Electric Jeffrey R. Immelt 131.7 Kroger David Dillon 51.76 
Citigroup Charles 0. Prince 100.8 Cardinal Health Robert D. Walter 51.1 
ChevronTexaco David J. O'Reilly 92 McKesson John H. Hammergren 50 
IBM Samuel Palmisano 83.1 State Farm Insurance Edward B. Rust Junior 49.7 
American Intl. Group Maurice R. Greenberg 67.7 AT&T Dave Dorman 46.7 
Verizon Communications Ivan G. Seidenberg 67.6 Bank of America Kenneth D. Lewis 45.7 
Philip Morris Louis C. Camilleri 62.2 AmerisourceBergen R. David Yost 45.2 
ConocoPhillips James Mulva 58.4 Target Robert J. Ulrich 43.9 
Home Depot Robert L. Nardelli 58.2 * According to Revenue Rank, 2002 
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IT COMPANIES 
CMD Azim Premji 
Chairman N.R. Narayana Murthy 
& Chief mentor 
President, MD & CEO Nandan Nilekani 
CEO S. Ramadorai 
Chairman Shiv Nadar 
& CEO 
MD B. Ramalinga Raju 
! Bhaskar Pramanik 
President & MD Arun Kumar 
Chairman Pradman Kaul 
CMD Arun Jain 
CMD Rajendra Singh Pawar 
FINANCIAL INSTITUTIONS 
Chairman A.K. Purwar 
Chairman Jagdish Capoor 
MD Aditya Puri 
MD & CEO K.V. Kamath 
Chairman N. Vaghul 
CMD M. Damodaran 
CMD PS. Shenoy 
CMD M. Venugopalan 
Chairman M. Damodaran 
PHARMACEUTICAL COMPANIES 
CMD YK. Hamied 
Chairman K. Anji Reddy 
C00 & MD Satish Reddy 
Chairman Tejendar Khanna 
MD & CEO Brian Tempest 
Chairman V.C. Burman 
CEO Sunil Duggal 
MD S. Kalyanasundaram 
Chairman H.F. Khorakiwala 
Chairman Ajay Piramal 
Chairman E. Schillinger 
VC & MD Ranjit Shahani 
CMD — Rajiv Gulati 
CMD — Sushil Suri 


TOP EXECUTIVES OF MAJOR INDIAN COMPANIES 





- PETROLEUM & REFINERY 


Subir Raha 

M.S. Ramachandran 
S. Behuria 
Proshanto Banerjee 
M. Lal 

S.M. Dutta 

N.K. Kshatriya 


COMPANY DESIGNATION ——- 


IPCL 
IBP 


t Bpspspepesepesserce 


Chairman 
Chairman 








Mukesh D. Ambani 
M.S. Ramachandran 


FMCG COMPANIES 


M.S. Banga 
Carlos Donati 
Graeme Dalziel 
Fabian T Garcia 
Bharat Puri 
Bharat Patel 

S. Khosla 

Nusli Wadia 


AUTOMOBILE MANUFACTURERS 


it 


Brijmohan Lal Munjal 
Rahul Bajaj 

Ratan Tata 

Keshub Mahindra 
Anand Mahindra 


MISCELLANEOUS 


Mukesh Ambani 
Anil Ambani 

YC. Deveshwar 
VP Sinha 

R.S.P Sinha 

A.M. Naik 

K.G. Ramachandran 
Subhash Chandra 
C. Venkataramana 
B. Muthuraman 
Karsanbhai Patel 
Ratan Tata 

FA. Vandrevala 
Suresh Neotia 
N.S. Sekhsaria 
Tarun Das 

M.L. Narula 

VS. Jain 

PK. Srivastava 


Ratan Tata 
Raymond Bickson 
F A. Mehta 
J, Schubert 


Note: CMD stands for chairman-cum-managing director, VC for vice-chair- 
man, CEO for chief executive officer, and MD for managing director 
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Interview fraps 





And Pitfalls 


scenes from interviews that didn't go well. And some advise 


Think On Your Feet 


Student: "Sir, I have excellent GK.” 

Interviewer: "Oh! Is that so? What's the currency of France 
and Germany?" 

Student (confidently): "Heh Heh. Franc and Deutsche Mark" 
Interviewer: "It's Euro." 

Interviewer (mentally): "Idiot!" 

The above scenario may look like something straight 
out of a Jim Carrey flick, but it actually happened to Tushar 
Verma at his interview. He now makes it a point to tell you 
that you should have your wits about you in the interview 
and must think on your feet. 

Most interviewers try to make the student feel at ease by 
asking open ended questions like, 'please tell me something 
about yourself". This is your cue to take the interview in the 
direction you want. For example, by completely steering 
away from academics and talking about your achievements 
in extra-curricular activities you can get the interviewer to 
ask you more about your comfort area. 

At the same time, it becomes more important to know 
what you are talking about; if you don't know something 
simply say so. There is no point in beating about the bush — 
you'll be found out. There are more years of experience on 
the other side of that table than the number of summers 
you have seen. 

Also, be ready for the unexpected. At another B-school 
interview an MBA aspirant was asked to take off his tie 
and then re-tie (if there is such a word) it in front of the 
panel of interviewers. And there's that story about the 


panel that asked the student to tell a joke. Be sure to hi 
the hay early the day before your interview so that you ar 
not dull and groggy the next day. It's also important t 
know facts about the college where you did your bachelor 
from. It gives the panel an idea of how involved you wer 
in your college and its activities. Says Anubhuti Nat 
(Class of 2005, HFT), "I did my engineering from Neta 
Subhas Institute of Technology (formerly DIT) and wa 
asked questions about Netaji's birth place, INA, etc. I wa 
quite embarrassed when I couldn't answer the questio: 
about where Netaji was born." By the way, Tushar i 
Anubhuti's classmate. 


Know Your Hobby 


Student (proudly): "Sir, I have done a course in rock climb 
ing and won the first prize." 

Interviewer: "Really? What's a ‘Carabiner’?” 

Student: "I don't know." 

Interviewer: "Ok then, what's 'Belaying'?" 

Student (sheepishly): "I don't know." 

Interviewer: "Have you really done the course?!" 
Interviewer (mentally): "Liar!" 

'Hobby' is an activity you regularly engage in for relax 
ation. If you don't know much about your area of interesi 
the interviewer will think that there's no way you're going ti 
be a manager. After all, a manager has to handle man 
things and situations that may not even appeal to him. 

A candidate at an MBA interview last year told the pane 
that he was into body-building. He was asked to take off hi 


Most interviewers try to make the student feel at ease by asking open 
ended questions like, ‘please tell me something about yourself’. This 
Is your cue to take the interview in the direction you want. 
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‘Hobby’ is an activity you regularly engage in for relaxation. If you 
don’t know much about your area of interest, the interviewer will 
think that there's no way you're going to be a manager. 


shirt and flex his biceps. (This can also work as a good stress 
tactic. See below.) 

If the panel does ask you about your hobby, don't make 
up something off the top of your head. Name an activity 
that you genuinely enjoy and know about. You see, honesty 
is the best policy. For instance, saying that reading is your 
hobby just to impress the interviewers, can land you in 
trouble if they ask you to analyse the last book you read. It'll 
be pretty hard to explain what 'billions of blue blistering 
barnacles' are, or why a volcano erupts each time Sabu 
loses his temper! 


Never, Ever Lose Your Cool 


Interviewer: "Your application says your name is Ashok 
Ajay. What kind of a name is that?" 
Student: "Sir, we are South Indians and in the South we have 
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names like these.” 

Interviewer: "But what kind of a surname is 'Ajay'?" 
Student (fire in his eyes): "What the hell, sir?! Why are you 
after my name?!" 

Interviewer (mentally): "Got him!" 

It may seem unbelievable, but that's how Ashok Ajay 
(name changed) reacted in his MBA interview in 2002. He 
lost his head, you shouldn't. Many a time the panel wants to 
see how you react to stress. "They used stress tactics like 
rapid fire questioning and criticism of arguments," says 
Ashok. 

You must keep your cool and be high on confidence and 
stand by what you say. As a manager you will come under 
tonnes of stress and believe me, a stressed out manager is 
not a good manager. 

There is another trick that the panel uses quite often. 


You will not be able to keep from admiring the devious sim- 
plicity of this tactic. The panel will offer you some refresh- 
ments like cookies and start shooting questions at you 
when your mouth is full. And no matter how long you take 
to swallow a mouthful they will act impatient and ask you to 
hurry. Once they get you flustered, there's no turning back. 
There may also be a guy who will keep offering refresh- 
ments, and interrupting you. 

A candidate happened to smile during his XIMB inter- 
view this year. One of the panelists saw this and said, "What 
is so funny that you should smile?! Don't you know that this 
is a formal interview?" 

The panel wants to see how you react to such situations 
and whether you can keep your head when all about you 
are losing theirs (apologies to Mr. Kipling). Also, if you greet 
the panel by saying, 'good morning, sirs, and a lady is part 
of it, she'll bite your head off by asking you something like 
whether you saw her or not, or why the special treatment 
for the gentlemen. So, just say a cordial 'good morning' and 
avoid getting into a fight with the people who are going to 
decide how you spend the following two years of your life. 


Have A Positive Attitude 


Interviewer: "Why should we select you?" 

Student: "You shouldn't actually, I am not the type to study 
twelve hours a day." 

Interviewer (mentally): "??!!" 

Ok, I just made this one up. Nonetheless, a positive out- 
look and attitude get reflected in your responses and your 
body language. Kushal Singh (name changed) was led into 
a trap at IIFM. Says he, "they showed me a painting of a 
constipated-looking man in a suit sitting on a chair and 
asked me what the man could be thinking of. I said that he 
seemed to be a business man contemplating his losses." 

When Kushal got home and told his mother, a psychol- 
ogy student, she told him that the test is called a Thematic 
Perception Test (TPT) and he, having said ‘losses’, indicated 
his negative attitude and lack of confidence. It is very 
important to prepare for the upcoming GD and interview 
with optimism and not lose heart even if you have per- 
formed poorly in a previous test. Arjit Pal (name changed) 
says, "the CAT didn't go well at all, and this resulted in my 
low enthusiasm for the IRMA interview. And, since the 
interview was slated to be held in March, just about a 
month ahead of my final exams, I found another excuse for 
not preparing sincerely for the interview." Arjit's low enthu- 
siasm brought down his confidence and, needless to say, he 
didn't make it past the interview. If you're a born pessimist, 
heaven help you! ss 











Trade Secret — Believe 





That The Interviewer 


Is Your Uncle! 





ear the word ‘interview, and most stu- 
dents break out in a cold sweat. Let's face 
it, most of you are used to paper and pen 
kind of exams and here you are preparing 
to get the third degree from complete 


strangers. 


Surprisingly, all it takes to get over the heebie-jeebies is a 
few mock/simulated interviews. Rather than believing that 
the interviewer is a sociopath looking for reasons to reject 
you, think of him as a long lost uncle who wants you to be 
selected more than anything else. 

Students are also worried about being asked questions 
they cannot answer. To overcome this fear, start working on 
areas you are likely to be quizzed on. Remember the written 
exam is a screening process to weed out the non-serious lot, 
while the interview and the GD are for cherry-picking the 
best. If you have aced the written, you have every reason to 
be positive. 


It Is Simpler Than You Think 

Your aptitude and knowledge have by and large been tested 
in the written exam; an interview basically tests you on two 
things 

a) Ability to think logically 

b) Commitment 

When you are working, you routinely come across a lot 
of unforeseen situations, which can be handled effectively 
only if you can think logically. Interviewers are looking for 
students who can think on their feet. Moreover, even if you 
are good at logical thinking you may often do things just for 
the heck of it, not giving it your best shot. It is precisely this 
kind of laid-back attitude that interviewers dislike. They are 
looking for commitment. 

So how is commitment tested? Extensive knowledge 
about hobbies and sports one actively plays is a good indi- 
cator of levels of commitment. If movies are your passion, 
your level of commitment can be tested through your 


knowledge of films and you should be able to answer 80% of 
all such questions asked. If this is not the case, then you 
need to learn more about the subject. 


Preparing For Interviews 

How should you start your interview preparation? Unlike 
the written examination, which tries to test you on all pos- 
sible areas, an interview is usually about identifying your 
strengths. We are not talking about stress interviews here. 
These will be dealt with later. 

Start with identifying your five areas of strength. You 
need to be very comfortable in these areas and also in a 
position to prove your commitment if questioned. For 
example, if you have put Indian classical music in your list 
then you need to know the impact of the Banarsi Gharana 
of music on the Sufiana Kalam. Believe me, students have 
walked through IIM-A interviews just by talking about hob- 
bies as idiosyncratic as guns to Quentin Tarantino movies to 
watching people on the street! 

Similarly list five areas which you want to avoid like the 
plague. Work on getting familiar with them and on ways of 
steering the interviewers away from them. This leads us to 
the strategem of ‘leading the interview’. 


Leading The Interview 
Interviewers can ask you pointed questions that can be 
answered in a word or two; for example, ‘would you like to 
have tea or coffee?’ These are called closed-ended ques- 
tions. They can have only one answer. 

The other type, termed open-ended questions, allow 
you to talk... and talk... and talk about almost anything you 
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ewant. These questions come in many shapes and sizes. An 
example: “How do you handle yourself when you are having 
a conflict with someone? Are you confrontational? Do you 
avoid that person? Why? How do you think you'll behave 
when you have a problem with a co-worker?" 

Naturally, the open-ended questions give you a better 
chance to sell yourself. But you still need to prepare for 
them. Typically, interviews are initiated with an open- 
ended general question. ‘Introduce yourself’ is a hot 
favourite. The purpose of this question is to make you more 
comfortable and enable you to reflect your true potential. 
Interview panels understand that the candidate is under a 
lot of pressure and is suffering from a ‘performance syn- 
drome’. He has to be put at ease, and once the ice breaks the — 5. 
interview can proceed. The stress component of the inter- 
view, if mandatory, can follow later. 

Speak on three or four areas only depending on your 
comfort level and the value you can add to them. Lets look 
at the ‘introduce yourself’ part. While introducing yourself, 
you can try to talk about a few areas like: 


Name — à Job — à——  ValueSystem — Likes/Dislikes 
Family Career Objective — Achievements — Idol - 
Academics — Strength/Weakness — Why MBA — — Type of Person 


Hobby/Pastimes/Extra-curricular Activities 


d" 


1. Name 
The interview panel already knows it, so unless you can 
add value to yourself, there's no need to bring it up. If your 
name is 'Dhamini' you could start with: "My 
name is Dhamini which stands for priestess 
in Swahili. The name has brushed off on my 
nature as well. | am good at interpersonal 
skills and pretty composed under pressure." 
Family background 

A name is usually followed by something 
about family background. If you can say 
(honestly) that you come from a well-edu- 
cated family, which prompts you to pursue 
an MBA, then you are selling your strong 
roots in education. 

Place of origin 

Mentioning your place of origin can add 
value to you as well. For example, if you say 
you were brought up at various places due to 
your father's transferable job, you can sup- 
port this statement with a mention of the 
interpersonal skills youd have developed 
while making new friends at different 
schools and places. Or, if you are from an IIT 
and hail from a remote village, which cannot 
be expected to produce I[ITians, it shows 
your initiative and industriousness. 
Academic background 

Most students devote the largest part of 
their introduction to their academic back- 
ground even though they are least com- 





interview 





fortable with it. Remember: just open small window 
opportunity; dont open large gates if vou ca 

dle it. 

If you speak at length about academics in vour introdu 
tion, start expecting a lot of questions on it. If vou do 
want your interview to focus on academics, just a singli 
line about your last qualification will do. This is part « 
‘leading the interview’ 

Also, opening small windows means that you only speak 
about specific areas of strength. So instead of just saying 
'I am an electronic engineer from DCE’, you should lea: 
the interview to vour area of strength by adding that 'm 


area of interest is embedded chips 

Interests/ pastimes/ hobbies/ extra-curricular activities 
A lot of students are unsure about what hobby to mentio 
at the time of form-filling or at interviews. Nowadavs 
most people don't pursue hobbies like stamp or coin co 
lecting. So anything you love to do, when time permits vo 
to, is a hobby. Since vou do it out of choice, vou end 
gaining a lot of ‘incidental knowledge’ about it 
Suppose two students, one a cricket lover and anothe! 
who isn't into cricket read an article on cricket. The cric 
et lover will read faster, understand more and etai 
more. The other student may be interested in music and 


he will be streets ahead if music « rops up as point Ol 
discussion. Interests and hobbies are areas where a pet 
sons level of commitment shows 
Favourite subject 

Your favourite subject could be « 
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chatting, or plain politics. But before stating your area oi 








Body Language 


OUR body language conveys more information about us 
than our speech. It has evolved over thousands of genera- 
tions and gives us clues about people every moment of the 
day. If someone always meets you with a frown on his face, 
it's pretty sure you will never like the guy. Let's look at a few 
important aspects of body language: 


e Oral Region: Check out a child telling a lie; she'll always 
cover her mouth with her hands after that. When you tell a 
lie or are unsure, there is an itch/urge to touch the region 
of your lips. Adults may not cover their mouth but may 
just touch a lip or play around with the nose. The person 
seeing it will get the impression that you are either lying or 
are not sure. Check the urge to touch this region during an 
interview. 


e Eye Contact: Maintaining eye contact with the inter- 
viewers is a sign of your confidence, comfort level and 
assertiveness. The trick is not to overdo it, though. Take 
care that during the interview you maintain eye contact 
not only with the person whose question you are answer- 
ing but also with other members of the panel, so that they 
don't feel left out. 

You can try these eye contact exercises if you think you 
need them: 

- Stare your dog out. (Yes, you might make him have sec- 
ond thoughts about you, but it's easier to start with pets 
than humans. If you can't even meet the dog's gaze you 
will know you have serious insecurity problems.) 

- Stare yourself out. Look in the mirror everyday and tell 
yourself that you're confident, 
really confident. See who 
blinks first. 

- Finda friend you feel comfort- 
able with and take turns ask- 
ing and replying to simple 
questions using eye contact. 
Then role-play more difficult 
scenarios, like asking for a 
loan or confessing to a ten- 
year affair with the friend's 
partner. 

- When you greet someone new 
maintain eye contact all the 
way through the verbal greet- 
ing and don't rush your words. 
Smile at the same time — you 
don't want to come across as 
aggressive. 

- When you talk to colleagues 
call them by their names and 











don' start speaking until they've met your gaze. (Don't 
be too strict about this one). Try it on your more confi- 
dent colleagues first as it could make the nervous type 
uncomfortable. 

- Accost people on the street and talk to them while 
maintaining eye contact. Later do it only with the 
really intimidating ones. 


e Smile: During an interview most students smile when 
they do not have an answer to a particular question. It is 
usually an embarrassed grin and badly timed. You need 
to enter with a cheerful smile and continue with it. 
There's a lot riding on your little smile. Start smiling more 
and more; it makes you more agreeable, acceptable and 
selectable. 


e Posture: During the interview or GD, there are no hard 
and fast rules for the way you sit but let's look at the impli- 
cations of a few sitting styles. 

You can sit in the American-figure-of-4 style or with 
both feet on the ground. Though care has to be taken that 
you do not open your legs too wide. It's a very aggressive 
posture: it says, ‘I am making myself vulnerable to you, hit 
me if you can. 

Hands can be folded in the lap, closed or touching the 
table, but do not be fidgety and play with them — it con- 
veys nervousness. 

Don't fold your hands across your chest. It's a defen- 
sive posture conveying insecurity. And for God's sake don't 
bite on those nails. 

You can lean forward to indi- 
cate interest. Leaning back in the 
chair denotes a laid-back attitude. 
Lots of students resort to it after 
giving a long and laboured mono- 
logue in a GD, thinking that after 
their latest monologue they have 
already been selected. 


e Swords In Hand: B-schools do 
not provide you pens or pencils for 
the written exam; during a GD, 
however, they will readily provide 
them. They are not being extra 
courteous to you for having 
cleared the written exam. During a 
GD the moment you get aggressive 
you either start pointing fingers or 
start brandishing your pen as a 
sword. You are under scrutiny. So 
keep the pens sheathed. m 








PROMOTIONS 





"Institute of Management Studies (IMS) - Ghaziabad 





IMS is a self financed educational institu- 
tion run by a group of philanthropists. 
The focus is to fulfill a social responsibil- 
ity towards businesses by grooming fu- 
ture managers by imparting them the nec- 
essary technical skills in management edu- 
cation and allied fields. The Institute is 
run by a highly qualified team of profes- 
sionals. There is also excellent infrastruc- 
ture, both of which contribute towards 
creating an excellent learning environment. 
Education system has to integrate itself 
with the business environment and keep 
pace with the changes taking place. So a 
course in business management has to be 
proactive in its approach. IMS constantly 
upgrades its course curriculum, introduces 
new pedagogical tools and encourages in- 
dustry — academia interaction. New elec- 
tives are launched every term. Some of the 
new course launched include — total qual- 
ity management, logistics and supply 
chain management, customer relationship 
management, marketing of finance, retail- 
ing Management, e-commerce and manag- 
ing across culture. Course content has been 
restructured to encompass changes taking 
place in the environment and incorporate 
newer areas which are still in nascent stage 
in the country, like marketing on the net, 
financial derivatives, new venture plan- 
ning, telecommunications management, 
bio-informatics, forex and treasury man- 
agement. 

Corporate representatives are empanelled 
on the board of the Academic Council, they 
give regular feedback and evaluate the 
course content. Every student has one men- 
tor from the institute and one from the 


industry. There is also an emphasis on 
STEP (Structured Technique for Enhanc- 
ing Professional Skills), which includes 
personality development programme, 
management games simulation and team 
building exercises. 

The institute offers individual attention to 
students. Senior faculty is easily acces- 
sible, the class size is small and there is an 
ongoing support system. The campus fa- 
cilities include on campus and off campus 
accommodation, lecture halls, seminar 
room, library, book extension counter all 
of which are located within the premises. 
The institute provides the students a plat- 
form wherein they are taught both theo- 
retical and practical aspects of businesses. 
The summer training programme offers the 
Students an opportunity to study first 
hand, hands on training in the corporate 
environment. They also participate in 
workshops and training programmes. In- 
dustrial visits provide valuable informa- 
tion on changes in the corporate world and 
the skills necessary to perform brilliantly 
there. Students also take field assignment, 
short term projects with the industry, on 
the job learning is an integral part of every 
semester. This and projects undertaken by 
the students complements learning. Apart 
from this persons from the industry are 
invited to deliver guest lectures. These guest 
lectures augment efforts of the core fac- 
ulty. This interaction with corporate lead- 
ers, renowned academicians and eminent 
personalities proves invaluable to the stu- 
dents. The Institute will be launching in- 
dustry — integrated programmes for MBA 
and BBA courses. A chapter of executive 


post-graduate programme in management 
(distance learning) is to be opened at Delhi 
to meet the city's requirement. The ISO — 
9002 quality certification which is a com- 
mitment to continuous improvement and 
maintenance of the quality standards in 
offering education. IMS has been given ISO 
9001:2000 certification for Quality Pro- 
fessional Education by the Standard Test- 
ing and Quality Certification, Ministry of 
Information Technology, Govt of India. 
Further the Association of Indian Univer- 
sities (AIU) has granted PGDBM 
programme of IMS, Ghaziabad equivalence 
to MBA of any University. 

The Institute also organizes seminars, 
workshops, conferences at regional, na- 
tional and international levels. This pro- 
vides sufficient exposure and opportuni- 
ties to both the students and the faculty 
members. MDPs conducted by the insti- 
tute include those on improving commu- 
nication and interpersonal effectiveness, 
communication & presentation skills. Ex- 
ecutive Development Programmes and 
short term professional courses are held 
on a regular basis. IMS is organizing such 
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an EDP for Hindustan Zinc Ltd. The ob- 
jectives of the programme include: identi- 
fying managerial styles for becoming trans- 
formational leaders, change agents in the 
context of global business environment. 
Also to explore the dynamic requirement 
to make HZL flexible and responsive to 
change. IMS also has a consultancy project 
with the Department of Science and Tech- 
nology and other Public Sector Units. 
The institute is conducting a student and 
faculty exchange programme in association 
with the European Universities. Similarly 
a Global MBA Programme is offered in 
association with a reputed university. IMS 
has covered this distance by virtue of 
sound academic excellence. In the days to 
come, it looks at itself as a top ranked 
management institution in India sought 
after by the corporates. 





Winning Strategies In An Interview 


e Establish a rapport with the panel members. 
e Smile. Start by giving the panel your cutest 
and most endearing smiles. We tend to think of 
them as ‘shy smiles’. It is your ‘critical success 
factor’ and you have to work on it consistently. 

e Behavioural Answering Technique — pepper 
your interviews with examples, anecdotes, and 
compelling stories which make you come alive 
as a person. Interview panels will connect with 
you and remember you because of them. This 
technique needs to be practised. 

e Match their handshakes — if the interviewers 
give you a limp, dead fish hand, do the same. 


interest take care of two things. One, make sure you know 

enough about it. Two, ask yourself whether or not it 

makes you a better candidate — the value added part. 

Also, support your statements with well-reasoned facts. 
7. Career objective 

This is basically about where you see yourself five to ten 





years down the line. Most managers want to either 
become entrepreneurs or head leading organisations. An 
MBA is only one of the means of achieving vour career 
objective. Therefore, if vou cannot make it to a good B- 
school, your contingency plan should be ready. 

B. Value system 
Honesty, integrity, a sense of fair play... you might want 
to talk about these. But if vou mention these, get ready 
for a 'situational interview. The panel could well ask 
you to play out the role of a CEO of a manufacturing 
organisation whose power connection has been 
snapped by a bureaucrat looking for a bribe. There is no 
telling what the panel will appreciate more: a candidate 
who is pragmatic in such a situation or one who sticks 
to his values. 

9. Idol 
If you mention that Richard Branson is your idol, the 
focus should be not on the man himself but on the quali- 
ties that you find desirable in him. An idol may even be an 
unknown person, it could be your father, mother, 
teacher... just about anyone. If your idol is a famous per- 
son, the panel may ask very specific questions about him. 

10. Achievements/ Honours 
rill the graduation stage, you may not have too many 
achievements to write home about. Honours do not nec- 
essarily mean symbols of public recognition. Do bear in 
mind that anything that was not expected of you but got 
done is an achievement. It could be as simple as doing 
well (through persistence and hard-work) in a subject 
you were hopeless in. 

You can talk about any of the above topics in your intro- 
duction. That should help vou steer the interview towards 
your area of expertise. Another skill you should work on is 
the ability to convert a closed-ended question into an 





open-ended question. Say you are good at biochemistry 
and the panel asks you whether you'd like to have tea or cof- 
fee? This is your cue to say something like: "I would prefer 
tea. Tea has theophylline which agrees with my system, 
while the caffeine in coffee makes me too wide eyed for my 
comfort." You can bet the next few questions will be about 
biochemistry. 


Stress Interviews 

First learn to identify its symptoms: 

|. The panel asks you a string of questions and does not let 
you lead the interview. It is almost as if it has a pre-decid- 
ed agenda. 

. Questions are fired at you like bullets from a machine 
gun. You haven't answered the first question before 
another follows. 

3. You haven't answered one interviewers question and 

another interviewer interjects. 

1. They ask you very pointed closed-ended questions focus- 

ing on a technical aspect. 

5. They ask you very abstract questions like 'why does a ball 

roll?’, or cross-question you on little details. 


hz 


How to handle a stress interview: 

|. Keep telling yourself that every question in an interview 

does not demand an answer. 

. They are testing vour nerves, so keep calm and roll with 

the blows. 

3. Mock/ simulated interviews are very helpful, but only if 
taken by strangers who are pretty assertive. Such inter- 
views will acclimatise you to the real experience. After 
the mock/simulated interview have a lighthearted talk 
with your interviewers, take their feedback and work on 
it. 

4. The interview panel members are not your enemies. Let 
this sink into your head, and relax! 

Remember: A stress interview can blow anyone away. 

Keep your cool. s 
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ARAVALI INSTITUTE OF MANAGEMENT 


(An institution of Marwar Education Foundation) 
y Marwar Bhawan, Polo No. 2, Paota, Jodhpur 342 006 (Rajasthan) 
Tel. : 0291-2542235, 2550070 Fax: 0291-2543600 

E-mail : aravali@india.com — Web : http://www.aravall.org 


Admissions Notice for 6" Batch (2005-07) of 





Two Years Full-time Post Graduate Programme in Management 





Ask the students of our earlier batches who have experienced 


e "A" Rating by Business India, € 1" and only management institute 
Ranked 1" in Rajasthan & 63" in in Rajasthan affiliated to Common 


India by Business Today and 79" in Admission Test (CAT) conducted by 
India by Business World amongst the prestigious IIMs. 
the top management institutions 


of India. € Around 400 CEOs of leading 

€ Academic Complex with latest organisations from all over India 
infrastructure & facilities including and abroad including several IIMs 
64 kbps leased line internet & IITs professors visited us in the 
connectivity. last four years. 


€ Facilitation for 100% placements 
in national and multinational 
organisations. 


® Furnished hostel facilities with meals 
separately four boys and girls. 


Promoters are primarily the alumni and faculty of IIMs and IITs with commitment 


to transform the students as budding managers par excellence. 





Eligibility : At least three years bachelor's degree or equivalent in any discipline 
recognized by the Association of Indian Universities/AICTE. Final vear 
students may also apply but admission will be subject to completing graduation 
by 30" June 2005. 


Selection Process : Performance in Common Admission Test (CAT) of IIMs, 
academic track record, group discussion and personal interview. 


Our Institute is affiliated to CAT for shortlisting the candidates for our Two 
Years Full-time Post Graduate Programme in Management. IIMs have no role 
either in selection process or in the conduct of the programme. 


Please pay in cash or send cheque/draft for Rs. 1000 only in favour of "Aravali 
Institute of Management” payable at Jodhpur towards Information Brochure, 
Programme Form and Admission Processing Fee to the Chairman 
(Admissions) at the above address. 


The Programme Form and Information Brochure can also be downloaded 
from our website «http://www.aravali.org» which please do visit for further 
details. 











The Big Deal 





About Personality 


WO college girls are sitting in the corner of the 

class and discussing the kind of man they would 

want as a husband. 

The first one says: "I want a husband who is 

b rich, adventurous, humourous, and who under- 
stands me." 

The second one smiles: "Choose one dear girl — these are 

four different men!!!" 

The second girl was, in her own right, quite right. 

Of course, most of us like to believe that there is one 
defining adjective that can sum up a persons personality. 
But so complex is the concept of personality that people 
spend their entire lives trying to unravel its mysteries. In 
this article, we will focus on it only from the perspective of 
a typical selection process at a B-school interview and 
group discussion. 

Personality development is a long drawn out process; 
your personality takes a good 20-odd years (whatever your 
age) to take its current form. You can, however, do two 
things to speed up the process. The first is to be open, hon- 
est and aware about yourself; the second is to be open to 
change and to the feedback that you receive from an unbi- 
ased, knowledgeable source. 


The Interviewer's Dilemma 

Imagine for a moment that you are the head of the selection 
committee at, say, IIM-B. Once a student clears the written 
part of the entrance she is just a name that pops up on your 
screen when the list of selected students is displayed. A lot 
of things are riding on the shoulders of this prospective stu- 
dent: the prestige of IIM-B; the future placement scenario 
and everything that the previous generations of students 
and academics have worked hard on and stood for. So you 
will not be content merely with the candidate's academic 
background. You will want to probe various facets of her 
personality, and compare them with those of other 
prospects. You also have to keep in mind the personality 
types of students who have historically been top perform- 
ers at IIM-B. Only then will you be in a position to judge a 
candidate's fit with IIM-B. 


So, What Do You Do? 

Personal interview and group discussion are the usual tools 
used for personality assessment, though Case Studies, 
Group Interviews, Extempore, TAT (Thematic Appreciation 


Test), WAT (Word Association Test), are also used by certain 
B-schools. 


What Is ‘Personality’, Anyway? 

We all have some vague notions about what personality is. 
If we look at various traits of an effective personality, they 
can broadly be broken up into internal skills and external 
skills, 


Internal Skills 

Internal skills are talents or capabilities that are to do with 
knowing your own self better, rather than about interaction 
with others. 

Self-confidence is one attribute of personality that 
affects all the rest. One thing that can be said with a great 
deal of certainty is that through the process of self-under- 
standing and with regular positive reinforcements (based 
on your own achievement and external feedback), self-con- 
fidence can be increased to optimum levels. 

Knowledge, past experiences and self-awareness decide 
our levels of confidence. 

Knowledge: It is an indispensable component of per- 
sonality. Keep in mind — confidence springs from knowl- 
edge. We are talking about knowledge of your area of inter- 
est — something that you enjoy, be it academics, cricket or 
plain politics. So, if you think you can speak at length 
about your passion, say cricket, then you are expected to 
know the length of a cricket pitch, height of the wickets, 
width of the bails, the difference between an inswinger, 
outswinger and a yorker and much, much more than a 
casual observer of the game. 

Past Experiences: They can either boost your confidence 
or send it plummeting downhill. When a student gets the 
final call from IIM-A, and goes to his old coaching centre with 
the news, you just have to see him trot in. He has springs in 
his heels, the proverbial chin goes up and there is the ‘I am 
the master of the universe attitude. You ask him about what 
helped him succeed — books, hard work, teachers or guid- 
ance? He'll tell you that the books do not carry questions that 
are the hallmark of CAT, and teachers, man, what a waste of 
time. I did it on my own and I did not even work hard. 

He is really saying ‘I did it’ and nothing can be more 
powerful than this statement. The success gives him an 
internal locus of control and he starts owning his achieve- 
ments and even his mistakes. Even if you discount the slight 








exaggeration in this example, one thing is for sure, a winner 
'exudes charm and confidence. 

Start looking for areas where you can achieve and enjoy 
your achievements. Take pride in winning. 

Self Awareness: Our system of education promotes 
quick fix solutions and does not give adequate attention to 
self-awareness and individuality. Knowledge about one's 
own self in terms of personal aspirations, strengths, weak- 
nesses, career goals and career paths increases confidence 
levels as well as prompts us to plan well in advance. 

We need to sit with ourselves, do some introspection 
and ask a few questions to know ourselves better. Getting 
feedback and inputs from our friends, relatives and col- 
leagues can also contribute to greater self-awareness. 

If you interact with those around you — those who have 
made their dreams come true and those who have not — 
you will find that the one common factor among the win- 
ners is that they know themselves. It takes a lot of intro- 
spection and asking others for feedback, but its well worth 
the effort. A simple test is to list five of your strengths and 
weaknesses. We are sure you will find it easy to list 
strengths. Getting started on the weaknesses is where the 
trouble lies. 


External Skills 
External skills come into play when we interact with others, 
and are as important as the internal skills. 

Appearance: You don't need to be a muscle-bound hunk 
or an elfin-like female to make an impression. Being able to 
present yourself well is what counts. Dressing appropriate- 
ly, and having a neat and clean appearance is a must. 

Communication Skills: Fluency of speech, vocabulary 
and English usage matter but not more than your ability to 
express yourself clearly. Articulate your thoughts carefully 
and take care you are in touch with the other person's need 
to speak and to be listened to. Learn to gauge correctly 
whether the other person has picked up the signal that you 
sent across. Say, you smile at a group and just one person 
does not smile back. That's a sign that something is wrong. 

Temperament: How amiable you are and how easy it is 
for others to relate to you are important here. A positive 
temperament is the reflection of the degree of empathy you 
have for people. Let's look at four words and their mean- 
ings: 

e Apathy - Somebody gets hurt and you are not affected. 

e Sympathy - Somebody gets hurt and you feel bad about it. 

e Empathy - Somebody gets hurt and you feel the pain. 

e Antipathy - Somebody gets hurt and you start dancing 
with joy. 

Do you feel the pain when someone else gets hurt and 
does the world know that you felt it? How the world sees 
and understands your reaction is also important. 

Mobility: We all have a limited number of 'Behavioural 
Modification Units’, but for an effective personality we need 
to augment their number. Suppose I ask you to change your 
name or to tone down your volume when you speak, it 
would be easier for you to do the latter. To become more 
effective, we need to possess an appreciable capacity for 
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change and have a more mobile personality 

Contextual Personality: You need to be capable ol 
changing according to the environment and fitting effec 
tively in it. 


Making The Right First Impression 

Remember, you never get a second chance to make a first 
impression. They say that the outcomes of most interviews 
are decided in the first five minutes. The impression you 
make in the first few minutes is all about how the world sees 
you — the way you are dressed, your demeanour, your 
social skills and how polite you are. 

There is a pretty broad line between a wardrobe that is 
idiosyncratic and one that is effective. So stick to the cor 
rect side of that line. You will be playing the interviewers 
game, and if you want to get selected, you have to play by 
their rules. 

For men, a navy blue wool blend suit with a tussar silk 
maroon tie, white shirt, navy blue socks and black conser 





vative lace-ups (with low heels) are de rigueur. Practise 
wearing this combination till you are so comfortable with it 
that it feels like a second skin. Also, wear socks that cover 
your entire calf, so that even if you cross your legs during 
the interview, you do not exhibit any skin. 

Girls have more flexibility than men in their choice of 
business attire. Even so, they should stick to dresses or suits 
in hushed colours and non-shiny fabrics. Women should 
also avoid what can be considered ‘provocative’ clothing 
short skirts, skin-hugging dresses and low cut tops. Shun 
clunky, large, or noisy fashion jewellery, open toed shoes, 
noisy heels, etc. To put it simply, the Ally McBeal look is def- 
initely preferable to the one sported by Julia Roberts in the 
first half of ‘Pretty Woman! s 
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And The Topic Of 


Discussion Is... 


ROUP discussions are used by B-schools as a 
selection tool because they provide a lot of 
useful information about the candidate's per- 
sonality in a very short time. GDs are used to 
assess Certain group skills that cannot be eval 
uated in an interview situation. These skills 
include leadership skills, social skills, listening and articula- 
tion skills, situation handling ability and interpersonal abil- 
ity. A typical GD involves 8 to 12 participants sitting in a 
circle or semicircle discussing a topic for a stipulated time, 
usually for 15 to 20 minutes. Most GDs follow one of three 
formats: Structured, Unstructured, or Specialised. 
|. Regular Structured GDs: Here the time limits and topic is 
defined. No consensus is expected at the end. No leader is 
to be selected for facilitating the process. These are easier to 


; N" 


handle. Topics chosen are usually general and do n 
require technical knowledge. 

2. Unstructured GDs: Choosing a leader is mandatory ar 
the group has to reach a consensus at the end of the G 
[he leader has to direct the group, set the tone for discu 
sion and control the dynamics of the group. Things a 
sometimes made more complicated by asking the group 
propose a topic, discuss it and reach a consensus. 

3. Specialised GDs: These include role-plays or scripted GI 
where the candidates are given a certain brief about a ro 
that they need to play. For example, a business situati« 
where two companies are negotiating a deal may be use 
Candidates would be given the profiles of the two CEO 
marketing managers, HR managers, advisors, and a neutr 
entity like a consultant. Alternatively, candidates could | 





given the role of the five Pandavas and the main Kauravas 
negotiating the distribution of their kingdom in a 20th cen- 


tury setting. 


Content Vs Process 

It is crucial to understand the difference. Content refers to 
things like your level of preparation, the ability to organise 
your thoughts in a logical way, understand the topic in its 
totality and the ability to innovate. Process includes man- 
ner of expression, communication skills, body language 
and the attitude of the person. 

Most candidates are preoccupied with process. 
Consequently, all too vital questions like ‘what should 
I say?’, ‘do I have enough reasoning to sustain my line of 
argument?’ ‘can I think of examples to substantiate my 
logic? take a back seat. A preoccupation with process alone 
is fraught with disastrous results. Both content and process 
are equally important for an effective contribution to a GD. 

So how does one ensure excellence in both quantity and 
quality of content? 

Take A One Minute Pause: This is the only way to ensure 
that you perform above a threshold level of quality. Take 
your mind off the context for one minute. Utilise this one- 
minute to focus on WHAT you are going to say and 
to and to organise your thoughts. All this must be done 
much before you are swept away in the maelstrom which 
will follow. 


Critical Success Factors In A GD 


è innovativeness: Ability to have an entirely different 
perspective. 

e Quality Of Content: It shows the level of preparedness. 

€ Logical Ability: Ability to reason, think and debate the 
pros and cons. 

e Behavioural Skills: Aggressiveness is negative while 
assertiveness is positive. Assertiveness is standing 
on your own feet, while aggression is trampling on 
others' feet. 

e Communication: This includes articulation, listening 
and body language. Clarity of thought leads to 
articulate language and frequent and consistent 
participation. Functional knowledge of language is 
all one needs. 

e Leadership: Leadership involves all the above skills. 
More importantly, the fundamental strength that you 
need to portray to be effective is MOBILITY. It is 
mobility that lets you demonstrate leadership skill as 
the context demands. 


Roles People Play 
Broadly speaking, participants play the following familiar 
roles in a GD. 
1. Mr. Brains/ Plant 
e He brings in a lot of substance and comes up with wide 
interpretations of the topic. 
Downside: It is difficult to stop him, as he is preoccupied 





with topic discussion as opposed to group discussion. He is 

happily oblivious to simple things like who is sitting next to 

him. At the end of the GD if you happen to ask him whether 

the person sitting next to him was a boy or a girl, the answer 

would most likely be ‘I do not know’. 

2. Shopkeeper 

e Heisthe sales man who can sell anything, has the gift of 
the gab, a very strong ability to relate to people and be at 
the centre of things. 
Downside: He does not usually come up with original 
thoughts himself. Needs Mr. Brains to feed him with 
readymade ideas that he can sell. 

3. Watchman 

e Hisrole is to maintain order in the group, usually 
content is low. 

e Pre-occupied with directing the group process such as 
controlling entry and exit of participants. 

e Heiscrucial for meeting time commitments made to the 
panel. Especially, in ensuring consensus. 

4. Critic | 

e Hecriticises everybody's points without contributing 
anything new. 

5. The Butcher 

e Does great service to the group by enhancing the quality 
of content by not letting participants get away with just 
about anything. 

e Is most welcome in a group which has one or two aggres- 
sive elements in it. 

6. The Spectator Or The Passenger 

e Is involved in the proceedings but plays a limited role. 

e Contribution is very limited and does not affect the out 
come of the group task. 

So What Role Should You Specialise In? 

Each role has several benefits. However, strong attachment 

to any single role throughout the GD could limit your 

chances of success. 

What is more important is that you demonstrate 
leadership at every moment. You must be able to move 
across these roles as the situation demands. Anyone seen to 
be performing more than three of these roles will definitely 
make a strong impact on the panel. Mobility is the key word 
in becoming effective in GDs. 

The key to success in GDs is to be able to effortlessly 
move from one role to the other depending on what the sit- 
uation demands. 


Holding Centre-stage In A GD 

There are certain tricks that help you retain centre-stage for 
longer durations of time and which provide you with many 
chances to speak. However, these should be used with 
caution, and at appropriate moments, like the legendary 
Brahmastra in the Ramayana and the Mahabharata. 

e Give data, examples, anecdotes, survey figures, com- 
pelling short stories. This gives people the impression that 
you know a lot, also, participants do not brand you a bore or 
Mr. Brains. In this way you avoid facing interjections or 
arguments. However, be sure of the validity/relevance of 
your data or story. Always remember the age-old formula 
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for success: KISS — Keep It Short Stupid. 
@ PEST Analysis. PEST basically stands for aspects of the 
topic which pertain to 
Political 
Economic 
Social 
Technological 
For example, you can start with a basic blasting of the 
politicians in the context of the topic and you will have the 
whole group swearing by you. 
e Use hand motions. When you start speaking, use your 
hands to count the points on your fingers. Everyone will get 
the impression that you have several well-structured points 
in your head and they will not mess around with you. 
What do you do when four participants are speaking and 
hollering, apparently without a worry in the world? 
l. ‘Let's give Aditya a chance. He has not expressed his 
views so far — Identify the most nervous participant, 


one who has been desperately trying to get a word 
edgewise without success, make sympathetic eye co 
tact with him, and simply direct everybody's attenti: 
towards him. Irrespective of his performance, whi 
most probably will be a non-starter, vou will have ma 
yourself the cynosure of all eyes. 

. Are we not digressing from the topic'? This acts as 
death knell for the members of the group who are spea 
ing just for the heck of hearing the noise they are cap 
ble of making. They may get alarmed and become sile; 
and then it's your turn to move in. 

3. Chattering your way to success. If you have se 
Mandira Bedi in action on the cricket commenta 
scene, you will understand this. The method is to sti 
your monologue without a worry in the world, in a blai 
tone, making eye contact with one or more individua 
If you can manage to speak on without pausing for lo 
enough, people will listen . You require a couple of attri 
utes to pull it off, though, including a thick skin and t 
ability to speak a lot. 


n2 


The Road Ahead 

| have tried to sum up the entire personality perspective 
this article. How much benefit you can derive from 
depends largely on you. Work on the aspects of the inte 
view questions. To my mind, if you spend a lot of time 
knowing whatever is relevant in your context, you wou 
not be at a loss for content/ideas in the interview. 

Additionally, working on your personality, talkit 
to people, seeking feedback proactively will help vo 
cause. Along with these, reading a lot on general awar 
ness as well as on your academics and interest areas w 
give you the necessary content. The process needs to | 
worked upon by taking part in mock interviews and GI 
with friends. 

A word of caution — the quality of feedback as well 
the experience of the people who give feedback is impo 
tant. It's like an apprentice chef making a dish in a five st 
hotel and the master chef finally tasting it and adding tl 
right amount of salt. m 
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Cardinal Sins In A GD/Interview 


Do not use slang like Yaar, Univ, Princi, etc. 
Do not pepper your language with an accent. 
Do not use verbal tics such as Hmm, Like, But, etc. 


Never interrupt or finish a sentence for an interviewer. 
Never show up late. 

Never get defensive or try to rationalise. 

No negative words about anyone. 


Do not use verbal stresses unless a method actor like Al Pacino or Naseeruddin Shah trains you for it. 
Never bluff as the panel will easily figure out that you are an accomplished liar. 


Never give an answer that does not answer the question asked. 
Never allow yourself to lose focus after a string of unanswered questions. 














PROMOTIONS 
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his institute has in its last eight years managed to create a 

winning combination of curriculum, teaching methodology 

and management practice which prepares the students for 
the test and challenges in 
the competitive indus- 
trial world. Prof. S. 
Neelamegham, Director 
NIILM Centre for Man- 
agement Studies says, “ 
Our goal has been prepar- 
ing leadership with vi- 
sion and values. Another 
aspect which we empha- 
size is on integrated learn- 
ing.” Elaborating he adds, 
there are three types of 
learning. The first is one has to forget some learning, something 
which is not relevant in the present context in this globalised 
world. The second is to learn new things to be abreast with latest 
developments and finally with changes taking place continuously, 
learning does not stop and one has to relearn. “Therefore, Un- 
learn, learn and relearn — integrated learning. That is why the 
institute is named as Integrated Learning and Management.” 
The institute has made rapid progress since its inception in 1996. 
Apart from a very strong programme in Business Management 
which is recognized by AICTE, it has also made its mark in 
research and organizing in-house executive development 
programmes. 
The management programme prepares the student for the rigors 
of the corporate world with an equal amount of exposure to the 
practical aspects of it in the form of industrial tours, seminars and 
guest lectures. The programme has a global vision Neelamegham 
says, “The Indian economy is getting integrated so global focus in 
the key issue. Secondly we follow cross functionality. The man- 
ager has to understand the integrated picture of the organization 
as a whole and not just various functions. And finally values 
shape up a business, so how to integrate Indian heritage with 
western values, contribution by leading Indian thinkers.” What 
further helps is the Institute's strategic location in one of India's 
well know industrial sector.. — the students to world of 


Prof. S. Neelamegham 
Director NIILM Centre for Management Studies 





business even while studying, industrial visits, inviting guest 
speakers from across industries et all are part of the curriculum. 
An innovative course developed is on Developmental Communi- 
cation where the medium of theatre has been explored for 
communication. The Institute remains committed to de- 
veloping the personality and adding value to the students. 
The teacher student ratio is very low, which brings a greater 
level of interaction between the students and teachers. Re- 
sulting in individual undivided attention. Neelamegham em- 
phasizes, "we provide students with valuable inputs. There 
is a definite value addition to the individual and our stu- 
dents are placed at an average salary of Rs. 3 lakhs to 
Rs.3.5 lakhs per annum." The Institute has put in place a 
scholarship programme. Neelamegham says, “we offer 

100% scholarship to students with an above 90 CAT score. 

doing well in the group discussion and interview. For stu- 
dents between 80 — 90 CAT score, a 50% scholarship depending 
on their GD and interview performance. Also the students should 
maintain their academic perfor- 
mance in the institute as well. 
Out of 60 students in a class, 
the scholarship students are 
20.” 

Another area the Institute is 
strengthening is research by the 
faculty members. A research 
forum has been created wherein 
every teacher writes a working 
paper and presents it. The In- 
stitute has organized workshop 
in collaboration with AIMA. A 
case study compilation of real 
life experiences of executives is 
in the offing. Interesting cases 
include, success or failure of tea 
bags in the Indian market and 
why the market size has not increased dramatically; the emer- 
gence of Gillette as a market leader. The Institute is also bringing 
out a journal on Advertising and Marketing, where leaders in the 
industry share their views and experiences. 
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How To Tackle 


Non-CAT Tests 


AT may be your ticket to the IIMs and some other 
schools, but it isn't the only exam you need to 
crack. Nor does it cover everything you could be 
tested on. Here are some tips on how to ace non- 
CAT exams (just remember some of these tests 
may be phased out next year): 


1. XLRI (Xavier Labour Relations Institute), Jamshedpur 
How It's Different; 

e There is a lot of stress on vocabulary 

e The reading comprehension questions are direct and 
fact-based and the passages are limited to 300-350 words. 
In CAT the passages are longer (up to 1,300 words) and 
there are both inferential and fact-based questions 

e You won't find a direct question on arithmetic, algebra 
and geometry 

e It has analytical reasoning questions instead of regular 
quantitative aptitude questions 

e The logical reasoning section carries a lot of weightage 
and is very unpredictable. You can get questions on just 
about anything: maths, computer algorithms, etc. 

e There is a separate section on general awareness 


How To Crack It: 

e Practise as many reasoning questions as you can. 

e Get into the habit of solving puzzles. Puzzles by George 
Summers is a good book to start with 

e As the focus is on modern maths, practise doing lots of 
questions on permutations and combinations, functions 
and series 

e Mug up your vocabulary lists 

e Get up to speed on general awareness 


2. FMS (Faculty of Management Studies), New Delhi 
How It's Different: 

e You may be tested on foreign and little-known words 
e Maths is relatively simple 


How To Crack It: 

e Mug up foreign and less-familiar words in your wordlist 
e Doa lot of sentence correction questions 

e Try to max the quant section 


3. HFT (Indian Institute of Foreign Trade), N. Delhi 

How It's Different: 

e The general awareness section comprises questions on 
trade-related figures, key dates, UN bodies and WTO 


How To Crack It: 

e Bone up on your general awareness 

e Expect the unexpected - in one of the tests all the GK 
questions were on history 

e Since each section has a different weightage, attempt 
sections carrying the higher weightage first 

e Usually, there is no section time limit. Don't linger over 
questions you don't know. 


4. TISS (Tata Institute of Social Sciences), Mumbai 

How It's Different: 

e The first stage of the selection process has an essay, an 
objective test and a group discussion. The topics for the 
essay are generally on social, economic and political issues. 


How To Crack It: 
e Update your knowledge of current issues 
e Practise writing different kinds of essays 


5. IMT (Institute of Management Technology), Ghaziabad 
How It's Different: 

e In verbal reasoning there are sets of arguments, based on 
which you have to draw conclusions 


How To Crack It: 
e Practise as many verbal reasoning questions as possible 


6. CET (Common Entrance Test), Maharashtra 

How It's Different: 

e There are no sections — questions on various topics are 
simply jumbled up. (You could face a few questions on maths 
followed by English and then reading comprehension) 

e The arithmetic questions are quite elementary 

e There are some questions based on visual reasoning. 

e There are problems on eligibility criteria. A selection cri- 
teria for a job may be given in terms of age, qualification 
and experience followed by characteristics of applicants 
and you could be asked to decide which applicant to select 


How To Crack It: 

e Practise reasoning questions 

e Don't let the random order bother you. One can easily 
spot the RC and data interpretation questions and these 
can be tackled at one go 

e Go ahead and guess - there is no negative marking. m 





Chandrasekhar Singh, academic head of MBA preparation, Career Launcher 
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Instruction - Please read these carefully before attempting the test 
1. This test is based on the pattern of previous CAT papers. However it has only 75 questions to introduce you 
to the concept of test taking in the CAT framework. A 


2. There are three sections. 

3. The total time allotted is 1 hour exactly. Please note your start time and end time on the answer sheet. Do not 
take more than 1 hour, or you will get a wrong assessment. 

Please fill all the details, as asked on top of the answers sheet. 

Please try to maximise your overall score, but you need to do well in all sections. 


There is one mark for every right answer and 0.25 negative marking for every wrong one. 


On o» 


There are three sections in this test, you can attempt the test in any order but you must show adequate com- 

petence in all sections. 

8. Since it is a time-constrained test (1 hour), and all question carry equal marks, so please do not get stuck on 
any question for too long. 

9. Please do all scratch work on the question paper only, no extra sheets should be used. Put all your answers 

on the answer sheet. 


10. Relax. You are competing against yourself. 


SECTION | 


Directions for Q 1 to 5: Pick out the most effective words to fill in the blank/ blanks to make the sentence meaningfully complete. 
1. Shivalal ....... classical music. He always prefers Bhimsen Joshi to Asha Bhonsale, and Pandit Jasraj to Kumar Sanu. 


1, adores 2. apprehend 3. encompasses 4. cultivates 
2. As a general rule, politicians do not ....... centre stage 
1. forward 2. forbid 3. forgive 4. forsake 
3. His party is solely to be blamed for the political ....... in the country. 
1. devaluation 2. revival 3. advocacy 4. stalemate 
4. His face was not made up of.......... and ......... but by the sheer force of thinking. 
1. powder, rouge 2. mouth, eyebrows 3. skin, bone 4. textures, complexion 
5. If you have come to the conference table with such an ........... attitude, we cannot expect to reach a ........... agreement. 
1. ancillary, lasting 2. effervescent, conclusive 3. indolent, steadfast 4. obdurate, harmonious 


Directions for Q 6 to 9: For each of the words below, a contextual usage is provided. Pick the word from the alternatives given that 
is the most inappropriate in the given context. 


6. Disuse: Some words fall into disuse as technology makes objects obsolete. 


1. Prevalent 2. Discarded 3. Obliterated 4. Unfashionable 
7. Facetious: When | suggested that war is a method of controlling population, my father remarked that | was being facetious. 
1. Jovian 2. Jovial 3. Jocular 4. Joking 


8. Specious: A specious argument is not simply a false one but one that has the ring of truth. 
1. Deceitful 2.Fallacious 3. Credible 4. Deceptive 





9. Parsimonious: The evidence was constructed from very parsimonious scraps of information. 


1. Frugal 


2. Penurious 


3. Thrifty 


4. Altruistic 


Directions for Q 10 to 13: For the word given at the top of each table, match the dictionary definitions on the left (A, B, C, D) with 
their corresponding usage on the right (E, F, G, H). Out of the four possibilities given in the boxes below the table, select the one that 
has all the definitions and their usages correctly matched. 


10. Exceed 
Answer choices: 
1A H 
B F 
C E 
D G 
- 11. Infer 
Answer choices: 
RA |G 
B H 
C E 
D F 
12. Mellow 








DICTIONARY DEFINITION 

A. To extend outside of, or enlarge 
beyond; used chiefly in strictly physical 
relations 

B. To be greater than or superior to 


C. Be beyond the comprehension of 


D. To go beyond a limit set by (as an 


authority or privilege) 

.A H SA G 4A F 
B E B F B G 
C F C EÈ C. H 
D G D H D E 


DICTIONARY DEFINITION 
A. To derive by reasoning or implication 
B. To surmise 


C. To point out 


D. To hint 


A F SA H 4A E 
B H B G B F 
C E C F C G 
D G D E D H 

DICTIONARY DEFINITION 
A. Adequately and properly ages so 
as to be free of harshness 


B. Freed from the rashness of youth 


C. Of soft and loamy consistency 
D. Rich and full but free from stridency 


USAGE 
E. The mercy of god exceeds our 
finite minds. 


F. Their accomplishments exceeded 

our expectation 

G. He exceed his authority when he 

paid his brother's gambling debts with 
money from the trust 

H. If this rain keeps up, the river will 
exceed its banks by morning | 


USAGE 

E. We see smoke and infer fire 

F. Given some utterance, a listener 

may infer from it things which the 
utterer never implied 

G. | waited all day to meet him, form 
this you can infer my zeal to see him 

H. She did not take part in the debate - 
except to ask a question inferring that 
she was not interested in the debate 





USAGE ulis M crt 
E. He has mellowed with age 


F. The tones of the old violin were 
mellow. 


G. Some wines are mellow 


H. Mellow soil is found in the 
Gangetic plains 





Answer choices: 


LA E 2A E 3A G 4A H 
B G B F. B E B G 
C E E G C H C F 
D H D H D F D E 
13. Rellef 


DICTIONARY DEFINITION 

A. Removal or lightening of something E. A ceremony follows the relief of a 
distressing sentry after the morning shift 

B. Aid in the form of necessities for F. Itiwas a relief to take off the tight 
the indigent l shoes 


C. Diversion G. — only relief | get is by playing 


a Ee 
D. Release from the performance of duty H. Disaster relief was offered to 
the! ms 





Answer choices: 


LA F 2. 


B H 
C E 
D G 
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Directions for Q 14 to 17: Rearrange statements A, B, C and D to make a coherent paragraph together with statements 1 and 6. 


14. 


15. 


16. 


SoN SOO 


DON > 


It is often said that spirituallsm is vanishing from our lives. 

in the present age, and the age of money, God will be the first causality. 

In the present age we have achieved only material progress. 

Our past ages were characterised by spiritualism. 

Progress through materlallsm will assume even greater intensity In times to come. 

Materialism without losing the tinges of morality seems to be the best choice. 

1. BCDA 2. BADC 3. BDCA 4. BACD 


Indlan economy may be termed ‘Mixed Economy’ in which Public and Private economies co-exist. 
Thus we ensure the development of a socialistic pattern of society. 

Public enterprise is meant to promote socialism through the upliftment of the poor. 

In this way two forces are mobilised to tap the resources of the nation. 

The existence of private enterprises allows freedom for individual initiative. 

The combined effort of public sector and the private sector can lift the nation to prosperity. 

1. BOCA 2. BADC 3. ADBC 4. BDAC 


The question whether Indla shouid manufacture nuclear weapons or not has been asked very often. 
Hence there is no alternative at the disposal of India but to make atomic weapons. 

Pakistan has already declared its intention to make the atom bomb. 

in this context we need to strengthen our defence and security so as to maintain the morale of the people. 
The vast majority of the population is always afraid of a fresh attack by that nation. 

Even though the production of atom bomb is very expensive, India cannot give up the proposal. . 

1. DBCA 2. BADC 3.DBAC 4. BDCA 


The writing is on the wall for the brilllant but bullying bosses. 

Interpersonal skills have long been valued in the work place. 

The concept that emotional Intelligence explains the difference between — and average performance 
comparatively new. 

Driving ambition and a high IQ might glve you a headstart [n the race for the top but emotional intelligence is essential fi 
medium to long-term success. 

A study was conducted by Daniel Goleman recently in this connection. 

The study revealed that nearly 9096 of the difference between star performance In senior leadership positions and averac 





e Ones was attributable to emotional intelligence. 
1. CABD 2.BACD 3. ACBD 4.CBAD 


Directions for Q 18 to 25: Read the passages given below and answer the questions based on them. 
Passage 1 


The concept of venture capital as it is understood and as developed in the United States and the Western countries, is relatively 
unknown in India but it does not mean that the need for risk capital does not exist. Once a venture reaches the stage of its prof- 
itability, its equity interest is sold at the market price to others thereby making millions and redeveloping the resources in new ven- 
tures. In the West, venture capital movement has grown almost entirely in the private sector. It has helped mainly medium and small 
hi-tech entrepreneurs who do not ordinarily get access to traditional financing methods. 

In fact, if more equity is made available, many more new companies could be provided the necessary wherewithal for further 
growth, while a number of new companies could also come into being. However, venture capital in India need not develop along the 
lines it has done in other countries and the activities in which venture capitalists may step in, may be qualitatively different from what 
we have witnessed on the American and Continental scene. 

Venture capital in India may find ample opportunities for profitable investment and the development of products and services 
and need not necessarily seek hi-tech areas like what is done in the advanced countries. According to D.N. Ghosh, Chairman, State 
Bank of India, some of the elements which helped in the success of venture capital, say, in the US, might be lacking in some areas in 
India quite conspicuously. Among the most important elements are: (i) an entrepreneurial tradition which one would have wished to 
have been more broad-based and less family-based; (ii) lack of attractive customer opportunities of high-technology type; (iii) lack of 
disinvestment avenues, given particularly the non-existence of an over-the-counter market in the trading of securities of small 
growth-oriented firms; (iv) risk-averse mentality attributable to tax treatment on returns on equity investments as compared to attrac- 
tive yields available from low risk debt investments; and (v) lack of credibility in the finances of small companies as also the lack of a 
tradition of disclosing financial information to outsiders, given the lack of proper accounting and auditing standards in such firms. 

Not all of these are applied to India. But certainly quite a few were obstacles for the development of a viable venture capital could 
be smoothened, provided the policies were carefully scrutinised to eliminate those which weighted heavily against the emergence 
of risk capital.For both the entrepreneur and the venture capitalist, low or no capital gains tax in an approved venture was a vital pre- 
condition to risk. There have to be some institutional changes, which offer the venture capitalist the opportunity to off-load his 
investment. Disinvestment avenues had to be positively encouraged and in this, both the government and the securities markets had 
a positive role to play. 

It may be noted that venture capital refers essentially to capital that cannot be raised through conventional financial instruments 
like equity or debentures, and usually takes the form of seed capital in the case of new ventures in high risk areas where financial sup- 
port would be difficult for entrepreneurs to obtain. A venture capitalist would also play a more active role in the management of its 
finances, be it new units being set up in areas of frontier technology or units which have turned sick and require large doses of cap- 
ital to make them commercially viable. He works in a market where speed is of paramount importance. He can expect a few large prof- 
its and numerous small losses. 

It is imperative, therefore, that the tax structure allows venture capital firms to make profits in a few lucrative areas instead of hav- 
ing to spread their investment on so many small profit-making ones. This, together with a relaxation of government control, is 
unavoidable if venture capital is to strike roots in India. 

The heralding of a capital fund in India will prove to be a boon to new entrepreneurs who want to make commercial application 
of technologies developed in universities and other research laboratories. Once the transfer of technology from laboratory to facto- 
ry becomes easier, indigenous R & D efforts will automatically get a shot in the arm. 

Venture capitalist companies, to go by the experience of the US and other advanced countries, have to reckon with quite a high 
percentage of failure of enterprises they support with finance. The losses that they make because of business failure are, however, 
more than made up by capital appreciation of stock of successful ventures. This is a possible condition because of the low rate of cap- 
ital against tax in those countries, unlike in India. Companies providing risk capital disinvest soon after the new enterprises have 
established themselves and use the funds thus released to support new ventures. 

Quite a few successful corporations aboard have set up venture capital divisions to provide commercial support to their in-house 
R&D efforts and also selectively to outside ventures.There is no reason why the bigger companies in this country cannot do the same. 
It cannot be gainsaid that large-scale venture capital activity, duly backed up by new financing support instruments, is necessary in 
the present context of India's development to commercialise R&D and new products, especially in high risk and high reward areas. 

The present seems to be the most opportune time for such activity as the avenues of normal investment have been getting 
choked. There is, in fact, not much scope for new entrepreneurs in traditional items. Also, the products of old and the existing indus- 
tries have become highly costly. They are not only being priced out in international markets but have also become less attractive to 
domestic consumers. 

Venture capital has a special significance at the present juncture when the government has placed considerable stress on grad- 
ual induction of high and sophisticated technology for the fulfilment of overall developmental objectives. However, at present, the 
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efforts of Indian financial institutions are not specially directed towards high technology ventures. In fact, hi-tech enterprises often 
find it difficult to obtain assistance from financial institutions and banks because the technology is yet unproven. 

In sum, while the utility of venture capital is well recognised and efforts are being made by public institutions in this direction, 
there seems to be big need for establishing such organisations in the private corporate sector. Government institutions, by their very 
nature, are conservative and tend to minimise risk while advancing funds. Nitish Sengupta, former Controller of Capital Issues, says: 
“India has today all the main ingredients for venture capital business, large investible funds with the public, a sound technological 
based, entrepreneurs and scientists and growing capital market.” If the concept of venture capital can be successfully implanted on 
our soil, according to him, it will not only provide the needed stimulus for an industrial and technological leap but will also pave the 
way for the private sector to share the responsibility of industrial finance with the public sector. It will also bring a new deal for the 
fast-growing technocrats, managers and professionals in country with an instinct for entrepreneurial risk-taking. 


18. Which of the following statements is false in the context of the passage? 
1. There is a greater need for risk capital in India. 
2. Venture capital organisations must be established in private sector in India. 
3. Disinvestment avenues are already available in the country. 
4. There is very little scope for new entrepreneurs in traditional avenues of business. 


19. Which of the following statements is false? 
1. Indian public would invest in high-risk equity shares rather than in low risk debentures. 
2. The government lending institutions usually favour low risk ventures. 
3. One of the main jobs of the venture capitalist would be to manage his capital intensively. 
4. Frontier Technology is non-traditional technology. 


20. The venture capitalist 
|. Suffers losses on many ventures but makes profits on a few ventures. 
ll. Has definitely the long-term view of profits of the ventures he finances. 
Il. Venture capitalists are mainly the finance ventures emerging out of R & D efforts. 
1. Land Ill only 2. Il and IIl only 3.1 and Il only 4.1, Il and Ill 


21. According to the author, the surest way to start successful Venture Capital Enterprises in the country would be by 
1. Creating quick yielding investment opportunities. 
2. Creating an over-the-counter market in the trading of securities. 
3. Increasing credibilities of the financial positions of small companies. 
4. Changing the policies that stand in the way of creating a venture capital enterprise. 


Passage-2 


The world renowned management guru and the originator of the concept of core competence, C.K. Prahalad, says that the concept 
was born when the management world was flooded with improvement ideas arising from the TQM genre and re-engineering. What 
Prahalad and Gary Hamel argue is that while these measures may lead to better or improved management, the quest for competi- 
tiveness has to primarily come from different strategies to be pursued. They call this the strategic intent. How are these strategies to 
be formed? 

A distinction has to be drawn between products and competencies. While a product is the resultant of various inputs that are 
organised in an efficient manner, competencies are grown from within. They cannot be just organised but will have to be built over 
a period of time. While products primarily require facilities, competencies are a combination of people with the requisite know-how 
acquisition. Thus, competitiveness born out of product superiority can easily be eroded when competitors improve their products. 
On the other hand, competitiveness born out of ingrained competencies can stay longer. 

The picture after the Second World War is proof of the above concept. Even though the physical facilities were all devastated, 
because of basic competencies, the people of Germany and Japan could rebuild the economy in no time. The wheel has come a full 
circle by the end of the century when they are on the top again! During the 80s, Canon and Honda grew enormously compared to 
Xerox and Chrysler. Through the adoption of the improvement method competitors quickly reach comparable standards. What then 
can still provide the competitive edge? This is where the advantage is to be generated through management's ability to consolidate 
technologies and production skills into competencies that enable individual businesses to seize quickly the changing opportunities. 

Core competencies, according to Prahalad, are the collective learning in the organisation, especially how to co-ordinate diverse 
production skills and integrate multiple streams of technologies. The case of Casio in harmonising know-how of miniaturisation, mir- 
ror-processor design, material science and ultra thin precision casing is worth noting in this context. It applies the same skills in its 
miniature car calculators, pocket TVs and digital watches. Often, there is difficulty in identifying what is a company’s core competence. 
Of course, what it is not can perhaps be more easily perceived. It is not merely vertically integrating the business, thereby making 
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everything under one roof. It is not merely using common plant or services facility or sales force. 


Hamel and Prahalad suggest 3 tests. (1) Core competence provides potential access to a wide variety of markets. (2) It should 
make a significant contribution to the perceived customer benefits of the end product. (3) It should be difficult for competitors to imi- 
tate. It has been estimated that few companies can build world leadership in more than 5 or 6 fundamental competencies. In the 
Indian scene, it is easy to see that companies like Sundaram Fasteners, Reliance and Bajaj Auto which have figured in the Asia's top 20 
companies list have indeed built their fortunes based on their core competencies. But the picture is not all that clear with regard to 
others. 

Is it the reason why they are not competitive globally? The answer is not all that easy. A criticism that is levelled is that the Indian 
business houses are far too diversified and not focused. The recent counter-point to the Prahaladian doctrine has come from Prof. 
Palepu of the Harvard Business School who says that diversification is not strategically incorrect in this era of core competence. He 
argues that core competence is a Western concept and that Asia's large business groups can nurture non-conventional competen- 
cies. He says that diversification in a group can be combined with focus in a company. His main contention is that any organisation is 
a function of the markets around it. Since markets always don't work in developing economies like in the Western world, institution- 
al mechanisms do not exist on their own and this is precisely provided by large, diversified business groups. The five institutional ele- 
ments identified are (1) the market in which a company sells its goods and services to its consumers; (2) the market in which it gets 
talent into its companies; (3) the market where it raises its financial resources; (4) the market for contracts or the legal system which 
binds contracts or the legal system which binds contracts and (5) the degree of government intervention. According to Palepu, the 
big business groups actually create these institutions as their core competencies. More often these are intangible and are expensive 
to build and can only be attempted by large business houses. However, he also mentions that this institution building will take at least 
2 or 3 decades after which the core competency concept may become more applicable. 

When we consider the above concept, it fits in very well with the present day need of the tremendous infrastructure problems, 
which the government by itself is just unable to cope with. The idea of large business houses entering into this infrastructure area is 
considered to be a necessary one, though it may run completely contrary to the idea of core competencies. The leveraging of huge 
finances needed for these is not an easy task. The corporate approach to public systems has in fact been found to be useful in cases 
like hospitals, though at a cost. 

It would appear from the above that it is not all that easy for Indian companies to merely follow the concept of core competence. 
A new formula has to be hammered into shape as to what core competencies to identify and develop and what institutional mech- 
anisms are to be evolved. This will indeed be the turning point. Some examples do exist in this context from the Asian Tigers, who 
have not been studied in as great a depth as Western corporations. We are indeed at cross roads and the turning may well be a truly 
Indian solution to myriad Indian problems. 


22. The turning point the writer envisages in the article is that 
1. It is rather difficult for Indian companies to imitate the concept of core competence 
2. What core competencies have to be shaped and developed should be identified by a new formulation 
3. The Asian Tigers are the examples but they have not been studied properly 
4. We have studied Western corporations in depth 


23. The world famous management guru is 
1. Palepu of Harvard Business School 2. Gary Hamel 
3. C.K. Prahalad 4. None of these 


24. The theme of the article is 
1. The arrival of the 21st century 
2. Coping with the more complex managerial challenges presenting themselves of late 
3. Toidentify what these core competencies are 
4. Toconsider how the managerial challenges are to be faced 


25. What is strategic intent? 
1. TOM genre was responsible for the birth of the concept of core competence 
2. The measures may lead to better or improved management 
3. Different strategies have to be followed to reach the quest for competitiveness 
4. Re-engineering is also the reason for the concept of core competence 


End of Section | 
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SECTION II 


Directions for Q 26 to 33: Study the following bar diagram and answer the questions that follow: 


26. 


27. 


28. 


29. 


30. 


2. 


32. 


33. 





How many users per connection were there as on March 31, 2000? 
1.3.55 2.3.63 3.4.33 4.5.00 
If the average revenue per connection was Rs 500 per annum, what is the revenue earned by the industry in the year 1999? 


1. Rs 14 crore 2. Rs 14 million 3. Rs 140 lakh 4.Rs 1.4 crore 


The number of users per connection has changed by what percentage from March 31, 1997 to March 31, 2000? 


1. Increase of 3796 2. Decrease of 3796 3. Increase of 2796 4. Decrease of 2796. 
The average annual growth rate of Internet connections from 1996 to 1999 is: 

1. 30096 2.23396 3.15396 4, 133.33% 

What is the ratio of Internet users in June 30, 2000 to those on March 31, 1998? 


1.6.22 :1 2.5.33:1 3.528:1 4.4.33:1 


If the same quarterly growth can be expected in the year as the increase during March — June, 2000, what are the expected nun 
ber of Internet connections on December 31, 2000? 
1. 1.90 million 2.1.75 million 3.1.54 million 4. 2.21 million 


If each connection uses 30 minutes of telephone time every month on average, and each telephone call for 3 minutes costs f 
0.50, what is the revenue of the telephone department in June, 2000 on account of Internet connections? 
1. Rs 52 crore 2.Rs 5.2 crore 3. Rs 52 million 4. Rs 0.52 crore 


If India's population is 7 billion in March, 2000, what is the percentage of population having access to the Internet as on March 3 
2000? 
1.0.2896 2.0.3796 3. 0.7796 4. 1.0496 
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Directions for Q 34 to 40: The following pie charts give the percentage distribution of different types of employees in different 


departments, A, B, C, D and E. 


Chart A: Percentage of employees in X Corporation in the year 1999 (Total number of employees: 18,000) 





C 
1896 


Chart B: Percentage of employees in X Corporation in the year 2000 (Total number of employees: 20,000) 





,, 34. What was the difference in total number of people in department A in 1999 and 2000? 
1. 840 2. 400 3.440 4.240 


35. In the case of which department was there a maximum variation between 1999 and 2000? 
KE 2. B 3. D 4. A 


36. If 300 employees left in department B at the end of 1999, how many people joined in this department in 2000? 


1. 340 2. 460 3. 980 4. 1360 | 
Fi 
37. The number of employees in department D in 2000 is how many times the number of employees in department E in 1999? 
1.35 2. 2.8 3. 2.33 4. 1.77 
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38. What is the percentage increase in the number of employees in department C in 1999-2000? 
1. 2% 2. 2.34% 3. 23.45% 4. None of these 


39. If the average monthly salary of employees in department A in 1999 was Rs 4,000, what was the annual salary bill for departmen 
Ain 1999? 
1. Rs 19 lakh 2. Rs 19 crore 3. Rs 22 crore 4. Rs 22 lakh 


40. If the average salary for the whole company remained same in 1999 and 2000 at the level of Rs 5,000 per month, what was th: 
percentage increase in the salary bill for the company in the two years? 
1.4% 2.8% 3.9% 4.11% 


Directions for Q 41 to 45: Answer these questions based on the following information: 

ABC Ltd. produces widgets for which the demand is unlimited and they can sell all of their production. The graph below describe 
the monthly variable costs incurred by the company as a function of the quantity produced. In addition, operating the plant for one 
shift results in fixed monthly costs of Rs. 800. Fixed monthly costs for second shift operation are estimated at Rs. 1200. Each shift oper 
ation provides capacity for producing 30 widgets per month. 

Note: Average unit cost, AC = Total monthly costs/monthly production, and 

Marginal cost, MC = Rate of change in total cost for unit change in quantity produced. 





41. Total production in July is 40 units. What is the approximate average unit cost for July? 
1. 3600 2. 90 3. 140 4.115 


42. ABC Ltd. is considering increasing the production level. What is the approximate marginal cost of increasing production from it: 
July level of 40 units. 
1. 116 2. 130 3. 150 4. 160 


43. From the data provided it can be inferred that, for production levels in the range of 0 to 60 units, 
1. MCisan increasing function of production quantity. 
2. MC is a decreasing function of production quantity. 
3. Initially function quantity. 
4. None ofthe above. 


44. Suppose that each widget sells for Rs. 150. What is the profit earned by ABC Ltd. in July? (Profit is defined as the excess of sale: 
revenue over total cost). 
1. 2400 2. 1600 3. 700 4. 0 
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45. Assume that the unit price Is Rs. 150 and profit is defined as the excess of sales revenue over total costs. What is the monthly pro- 
duction level of ABC Ltd. at which the profit is highest? 


1. 30 2. 50 3. 60 4. 40 
Directions for Q 46 to 48: Read the following Information and answer questions given below it: 


l. There is a rectangular wooden block of length 4 cm, height 3 cm and breadth 3 cm. 
li. The two opposite surfaces of 4 cm x 3 cm are painted yellow on the outside. 

‘tili. The other two opposite surfaces of the 4 cm x 3 cm block are painted red on the outside. 
lv. The remaining two surfaces of the 3 cm x 3 cm block are painted green on the outside. 
v Now, the block is cut in such a way that cubes of 1 cm x 1 cm x 1 cm are created. 

46. How many cubes will have no colour? 


1. 1 2. 2 3:4 4. 8 


47. How many cubes will have all the three colours: red, yellow and green? 
1. 24 2. 20 3. 16 4. none of these 


48. How many cubes will have exactly two colours? 
1. 32 2. 24 3. 16 4.12 


Directions for Q 49 to 50: Read the following information and answer questions given below it: 


|. A factory holds a competition to decide ‘Best Performance’ and ‘Most Popular’ awards. Each worker is given marks out of 100 for 
‘performance’ as well as for ‘popularity’ for six nominated workers. 


i. A,B,C, D,E and F are six workers who are given ranks for ‘performance’ and ‘popularity’ separately on the basis of marks obtained 
by them. | 

lii. The ranking for ‘performance’ given in descending order on the basis of marks obtalned by the six workers, was such that A was 

«fifth and F was first. B's marks in performance were slightly lower than F's, but slightly better than E's. D's rank in one case was sixth 
and fourth in the other. D's marks in performance were slightly better than A's. 


lv. When the ranks for'popularity' were given In ascending order of their marks with rank one for least popular and rank six for most 
popular, E's rank remained unchanged but F's rank was replaced by A. 


49. Who was most popular? 
1.D 2. C 3. B 4. Data inadequate 


50. Who got lowest marks in popularity? 
1. B 2. A 3€ 4.D 


End of Section Il 








SECTION III d 
Directions for Q 51 to 59: Answer each question independently 


51. A gardener has some saplings which he intends to plant in rows and columns, the rows containing equal number of saplings. If 
he makes the number of rows two less and the number of plants in each row five more, he would required 40 saplings more than 
he has. But if he makes the number of plants in each row four less and the number of rows three more, he would be left with 17 
saplings with no space to plant them. How many saplings does he have altogether? 
1. 510 2. 500 3. 480 4. 520 ` 


52. P and Q are two places 15 km apart. Two persons A and B leave P simultaneously at 9 a.m., A cycling at 12 km/h and B walking at 
4 km/h towards Q. A reaches Q and after spending half an hour on some work, turns back towards P on the bicycle, pedalling at 
the same rate as he did before. At what distance from Q does he meet B? 

1. 6 km 2. 7 1/2 km 3. 8 km 4. 4km 


53. Leta= J2 and b= V3. Then, a rational number lying between a and b is 


|. a+b 2. Jab 3, 2ab 4. none of these 
2 a+b 


54. Let x and y be any two irrational numbers. Then, xy 
1. must be always irrational. 
2. may be rational, may be irrational. 
3. will be irrational only when the product ‘xy’ is irrational. 
4. will be rational only when the product ‘xy’ is rational. 


55. Ratio of two rational numbers 
1. is always rational 2. is always real ‘ 
3. may be real but not always 4. may be irrational 


56. Three boys A, B and C were asked to work out 180 problems. A could do nine out of ten correctly; B thirteen out of 15 correctly, 
and C five out of six correctly. What is the least number that were done right by all the three? 
1. 108 2. 120 3. 140 4. 150 


57. Four pipes A, B,C and D are fixed to a reservoir. Through the pipes A, B and C, the reservoir can be filled in 12 minutes; through B, 
C and D it can be filled in 15 minutes; and through A and D, in 20 minutes. How much time will it take all the four pipes togethers 
to fill up the reservoir? 

1. 8 min. 2. 12 min 3. 9 min 4. 10 min » 


58. Which of the two numbers is greater, 2™ or 3?" ? 
hau A3" 
3. Both are equal 4. Not possible to say without log tables 


59. Since pi is irrational, the circumference of a circle 
1.is always irrational 2. is always irrational when radius is a surd 
3. may be an integer 4. both 2. and 3. are correct 


Directions for Q 60 to 61: These questions are based on the following data. 

The diameters of the front wheel and rear wheel of a vehicle are 45 cm and 90 cm respectively. 

60. What is the difference between the numbers of revolutions made by both wheels to cover a distance of 2.2 km, rounded off te 
the nearest integer? 
1. 556 2. 778 3. 389 4. 584 

61. How much distance would be covered by the vehicle if the rear wheel were to make as many revolutions as the front wheel make 


in covering 6.6 km? 
1. 3.3 km 2. 11.4 km 3. 8.25 km 4. 13.2 km 
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«Directions for Q 62 to 65: 


Four friends A, B, C and D collected colns. 
i. They collected 100 altogether 

li. None collected less than 10 

ili. Each collected an even number 

iv. Each collected a different number 


"" 62. Based on the above, we can say that the number of coins collected by the boy who collected the most could not have exceeded: 
1. 72 2. 58 3. 68 4, 64 


63. If Bcollected 54, we can say (on the basis of the data available so far) that the difference In the numbers collected by the boy who 
collected the most and the boy who collected second highest could not have been less than: 
1. 18 2. 24 3. 30 4. 12 


64. B collected 54. 1f A collected two more than double the number collected by D,the number he (A) collected was 
1. 34 2. 22 3. 30 4. 12 


65. Then the number collected by D was: 
1. 12 2. 14 3. 16 4. 10 


Directions for Q 66 to 69: Read the following information and answer the questions given below it: 


An academic institute has laid following procedure for admission. Any candidate seekIng admisslon has to collect a prospectus and 
admission form and then submit the completed admisslon form. On the second day after handing over of the form, he must contact 
the concemed window for further Instructions on admission, i.e. if he deposits his form on Tuesday, the letter giving decision of a 
admisslon or otherwise will be handed over only on Thursday. After that he should make payment latest by next day and confirm 
* admission. If a candidate does not collect his letter on the scheduled day or make the payment as stipulated, his claim for admission 
stands cancelled. The following windows handle this work as per time and days given below. 
l. Wi Is open between 10.30 a.m.and 12 noon on Monday, Wednesday and Friday for sale of prospectus and admission forms. On 
Monday, Tuesday and Wednesday between 10.00 a.m. and 1.00 p.m., it would hand over letters about admission. 
li. W2 handles payment of fees between 10.30 a.m. to 12 noon on Monday, Wednesday, Thursday, Saturday and Friday. It sells admis- 
sion forms and prospectus between 3.00 p.m. and 4.30 p.m. on Tuesday, Thursday and Saturday. 
lli. W3 handles payment of fees between 3.00 p.m. and 4.30 on Tuesday, Thursday and Saturday and receives completed forms 
between 2.00 p.m. and 4.00 p.m. on Monday, Wednesday, Friday and Saturday. 
iv. W4 issues letters of admission between 4.00 p.m. and 5.30 p.m. on Thursday, Friday and Saturday and receives completed form 
between 10.30 a.m. and 12 noon on Monday, Tuesday and Wednesday. 
ii On Sunday, Tuesday and Wednesday, there are no transactions but all office work of admission is continued. Based on this infor- 
mation, answer the following questions: 


66. Simon Lobo wanted to get letter of admission on Wednesday. Which day and which sequence of windows should he approach 
for getting and handing over the form? 
1. Saturday - W1 and W4 2. Monday - W1 and either W4 or W3 
3. Tuesday - W2 and W4 4. Monday - W2 and W3 


67. Ram Agarwal desires to receive his letter of admission on Saturday, What sequence of activities should he follow? 
W4 on Thursday and W1 on Saturday 

W3 on Thursday and W4 on Saturday 

W4 on both Thursday and Saturday 

Not possible as no window accepts forms on Thursday 


hwy > 


68. Reshma had submitted the form and was to get her letter of admission on Thursday. She wanted to collect the letter of admis- 
sion and make the payment on the same day. It was possible for her reach college only after 3.30 p.m. Which sequence of win- 
dows should she approach? 

1. W1 and W2 2. W1 and W3 3. W4 and W1 4. W4 and W3 


69. Seeta Madan collected her letter of admlsslon on Monday and pald the fees. Which of the following shows the sequence of her 
activities from date of submission of form to payment of fees? 





HULT 


1. Friday - W3, W4 and W3 on Monday 2. Saturday - W2, W3 and W1 on Monday , 
3. Monday - W4, W1 and W3 4. Friday - W3, W1 and W2 on Monday 


Directions for Q 70 to 71: Given that max (a, b) = min of (ab, a/b) and min (a, b) = max of (ab, a/b). 


70. When a = 7 and b = - 1/2 find max (max (a, b), min(a, b)}. 
1. 3/2 2.4 3. 6958/213 4. -6958/213 


71. Find max [max (max (a, b), min (a, b)}; min (max (a, b), min (a, b))]; when a = 2 and b = - 2: 
1. -4 2] 3. 1 4. 16 


Directions for Q 72 to 75: Answer each question independently 

72. 2304 blocks are to be arranged in heaps in such a way that the number of blocks in each heap should be equal to the number o! 
heaps. If the number of blocks in each heap is increased by 16, what will be the number of heaps? 
1. 32 2. 48 3. 36 4. 34 

73. Machine X can print a job in 8 hours, Machine Y in 10 hours and Machine Z is 12 hours. All machines were started at 8.00 a.m 
Machine X broke down at 10.00. Approximately at what time will the other two machines together finish the job? 


1. 11 a.m. 2. 11.30 a.m. 3. 12 noon 4. 10.30 a.m. 


74. Simplify: 78' + 79° + 80’ + 81? + 82’. 
1. 31990 2. 31992 3. 32005 4. 32010 


75. If the measure of the supplement of a certain angle is 30° more than twice the complement of the angle, what is the measure ol 


the angle? 
1. 40? 2. 20° 3. 30° 4. 60° 
End of Section Ill 
Answers 
Section | 
1.1 2. 4 3. 4 4. 1 5.4 6. 1 7. 1 8. 3 9. 4 10. 1 
11.4 12. 3 13. 2 14. 3 15. 4 16. 4 17. 1 18. 3 19. 1 20. 4 
21.4 22. 2 23. 3 24. 2 25. 3 
Section ll 
26.2 27.1 28.4 29.3 30. 3 31. ! 32.4 33. 1 34. 1 35.3 
36.4 37.2 38.3 39.2 40. 4 41.3 42. 1 43.4 44. 3 45. 
46.2 47.4 48.4 49. 1 50. 2 
Section Ill 
51. 2 52. | 53. 4 54. 2 55. 3 56. | 57.4 58. 2 59. 4 60. 2 
61. 4 62. 4 63. 3 64. 2 65. 4 66. 2 67. 4 68. 4 69. 4 70. 2 
71.4 72. 3 73. 3 74. 4 75. 3 


14. 





Solutions 


SECTION | 


Lets look at how we can find some clues for the given Sentence Completion question. We need to ask two questions. 

Who is the blank referring to? It is Shivalal. 

So what about him/her/it? Shivalal prefers Bhimsen Joshi to Asha Bhonsale. Among the choices, it is only ‘adores’ that matches 
with likes, so it is the answer. 


The clue is politicians’ relation with centrestage. Think of politicians and you will also think of a creature that clings to centre stage. 
So your own word could be-leave. It is only ‘forsake’ that matches. 


The clue is - party is solely to be blamed. So the answer has to be a negative word. (1) devaluation and (4) stalemate are the two 
negative words that are present . Now lets use a bit of common sense - political scenario may be of one type or other but deval- 
uation is definitely not applicable. So 'stalemate' is the best choice. 


The clue is - face was being made up of and the sheer force of thinking. We are looking for something more abstract than 
eyebrows, mouth, skin and bones. Moreover, the presence of ‘and’ - a trigger tells us that the two words to be filled in the blanks 
have to be very similar to each other. So 'textures, complexion' is the best fit out here. 





The clue is - agreement and attitude. Now due to the presence of the trigger we cannot; the relation between the blanks is oppo- 
site i.e.they have to be on different sides of the fence; 'effervescent, conclusive' doesn't make sense. 'Obdurate, harmonious'is the 
best answer but did it challenge your lexicon? Obdurate means stubborn. 


Here, we are looking at a schema where a word may not be needed, so such a word may get obliterated (to wear away, erase or 
destroy), discarded or become unfashionable to use, but it will definitely not become prevalent. That's the answer, ‘prevalent! 


Facetious stands for jokingly, so jovial, jocular and joking definitely apply here. Jovian’ which has two meanings majestic and 
jovial (playful, good humour; genial and gay), is the only one that can be picked as an answer for its first meaning. 


Specious is used for something that is false but with an iota of truth. 
So we are basically talking about something negative. Out of the given words only ‘credible’ is a positive word, rest three are neg- 
ative words, so 'credible' is the best answer. 


Parsimonious is used for minute or less frugal, penurious and thrifty gel well with the usage. It only 'altruistic; which means some- 
one who cares for others more than he cares for his own self, which becomes the best answer. 


. Don't try to match all four entries in one column with those of the other. Instead keep eliminating answers as it would save a lot 


of time. For example Dictionary Definition A matches with usage H. So cancel out options 3. & 4. 
Then Dictionary Definition B matches usage F. So cancel out option 2. You land up with 1. as the best answer. 


. Dictionary Definition A matches usage E. So cancel options 1., 2., and 3. 


. Dictionary Definition A matches excellently with usage G i.e.wine. But to know this you should be a widely read person who 


knows that mellowing is a term used for changes in a wine with age. So cancel options 1., 2., and 4. 


. Dictionary Definition A matches with usage F so cancel off options 3. & 4. 


Dictionary Definition B matches with usage H to kick out option 1. and the best answer is 2. 


Para jumble questions or sentence anagrams are solved best by looking for mandatory pairs of sentences. Mandatory pairs are 
two sentences, which have to come together without any other sentences between them, and they should come only in a par- 
ticular sequence. 

We can also take help of Leading Sentence that should come in the beginning of the paragraph as it introduces an idea or a con- 
cept. Similar is the case of a Concluding Sentence, which has to come in the end. Use a lot of POE (Process of Elimination) and 
eliminate choices. 

BD form a common sense mandatory pair as B introduces the concept of materialism while D talks about how it would become 
more important in future. BD is present only in option 3. BDCA so it is the best answer. 
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16, 


17. 


18. 


19. 


20. 


21. 


22. 


23. 


24. 


25. 


. 1-B is a clear mandatory pair as the concept of public and private economies is introduced in sentence 1 while B explains pub 


enterprises. A-C is another mandatory pair as C continues the discussion of A. So option 4. BDAC is the best answer. 


1-B is the mandatory pair as the question of India manufacturing nuclear weapon is always asked in schema of Pakistan. DCA 
a clear triple mandatory pair (common sense) so 4. BDCA is the best answer. 


D-6 is a common sense mandatory pair as D introduces the study by Daniel Goleman while sentence 6 explains what the stuc 
is all about. B-D forms a clear Pronoun-Antecedent mandatory pair as the 'this' of D stands for 'concept' of B. So CABD is the be 
answer. 


This is a specific question and you will have to cross check each answer choice for its validity. It is only option 3 which disagre 
with the information in the passage. Check paragraph 3 line 8. This is the false answer, which we are looking for. 


Again this question requires POE. Luckily, as you check the first option itself, it disagrees with paragraph 3 Line 9. This is the fal 
answer, which we are looking for. 


We will have to check the validity of all three statements. 

Sentence 3 is qualified by information in Paragraph 8 Line 2 
Sentence 2 is qualified by information in Paragraph 8 Line 3 
Sentence 1 is qualified by information in Paragraph 3 Lines 1,2 and 3 
So all three are right and option 4. becomes the best answer 


We will have to check the validity of all four. 
It is only option 4. which is qualified by information in paragraph 4 Sentence 1, so it is the best answer. 


We will have to check the validity of all four options. 
It is only option 2., which is qualified by information in paragraph 8 Line 2, so it is the best answer. 


Things couldn't be easier, this is a perfect sitter. Just read the first sentence of the passage and you get your answer. The be 
answer is 3. C.K. Prahalad. 


A general question so POE works wonders. Don't search for the right answer, search for reasons to kick out the wrong ones. Le 
see: 

1. Definitely not, as this is not what the theme or focus is. Kick it out. 

2. Couldn't find anything wrong with it. Lets keep it. 

3. Definitely not, as this was discussed only in a part of the passage so it cannot be the theme. Kick it out. 

4. Definitely not, as this is too broad for this passage. Kick it out. 

So option 2. becomes the right answer. 


Slightly difficult question as the answer is to be inferred. Check Paragraph 6 first eight lines and you will zero in on option 3. 


SECTION II 


. 2. Users per connection: 2.8/.077 = 3.6 

. 1. 0.28 x 106 x 500 = 14 crore 

. 4. 1997:0.45/0.09 = 5; 2000: 3.6 = decrease of 2796 

. 3. Increase from 0.05 to 0.28 = (23/5 x 100)/3 = 460%/3 = 15096 

.3.37:07-528:1 

. 1. Increase = (1.04 - 0.77)/0.77 = 35%. Increase 1.04 by 35% for 2 quarters (compounding) to get the answer 
. 4. Revenue per connection = Revenue from 10 calls = 5.00. Total revenue in June 2000 = 1.04 mn x 5 = 0.52 crore 
. 1. 2.8/100. 

. 1. 2296 (18000) - 2496 (20,000). 

. 3. Visually, we see D has the maximum variation 

. 4. 26% (20,000) = 2396 (18,000) + 300 

. 2. 2096 (20,000)/896 (18,000) 

. 3. 1896 (18,000) to 2096 (20,000) = 23.45% 

. 2. 22% (18,000) ( 4000x12) = 19 crore 

. 4. (20 - 18)/18 = 1196 


3. 140 
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$2. 1. Variable cost at 40 = 3300, variable cost at 46 = 4000. Marginal cost = (4000 - 3300)/6 = 700/6 = 116 approx. 
43. 4. Marginal cost is constant over a period (when the graph is almost a straight line) 

44. 3. Revenue = 40 x 150 = 6000. Cost = 5300. Profit = 6000 - 5300 = 700 

1. Profit would be highest when production per shift is highest. This happens at 30 units 

2. Only the 2 middle cubes 


45, 
46. 
. 4. The cubes at the edges have all 3 colours (so they are 8 in number) 
.3.8+4=12 

. 1. Make a table as follows: 


50. 


51. 


74. 
75. 


4. 
3 . 





SECTION III 


(x - 2) (y + 5) = xy + 40; (x + 3) (y - 4) = xy - 17 Alternately, look for the factors of the choices and solve. 
Only choice (2): 25 x 20 = 500 and 30 x 18 = 540 fulfils the condition 


. Time taken by A= 1% + % (rest) = 1 hr 45 min. Dist travelled by B = 134 x 4 = 7 km. Balance dist = 8 km; Using dist/rel speed 


we get = 8/16 = Y2 hr. In Y2 hr, B travels 2 km more, hence 6. 


. Though all the options (a), (b) and (c) lie between a and b, but none of these is a rational number. 


x’ may be rational, may be irrational. x’ is rational when x= 2^ 5$ eg. and y= J3, so that xy = 2. When x = 4/3 and y = V2, it 
is irrational. 


. When p = 3and q = 0, then p/q is not defined. Therefore, ratio of two rational numbers may not be always real. 


A = 18, B = 24, C = 30. The least that were done right by all three will occur when everybody did the most. Hence 180- 
(18 + 24 + 30) = 108. 

a+b+c=1/12;a+d=1/20;b+c+d=1/15. Solving the equations, we get the answer. 

Compare (27)'* and (3")"* 


Circumference = 2[]r. When =a , then circumference is an integer. But when radius is a surd (nth root of 'a' is a surd when 


'a'is a rational number), then no matter what the value of radius is, cannot be cancelled to create a rational number. Therefore, 
when radius is a surd, the circumference will always be irrational. 
Circumference of the two wheels = 90r and 45n. Difference in revolutions = 220000/45x - 220000/90n 


Distance travelled would be doubled as circumference is doubled, hence 6.6 x 2 = 13.2. 
(12 + 14 + 10) = 36. Hence 100 - 36 = 64. 

54 — 24 = 30.[100 - (54 + 10  12)]. 

A can collect 2 x 10 + 1 = 22. 

From the above. 

He must take and submit the form on Wednesday - 2 but w2 will not serve his purpose. 
No window accepts forms on Thursday. 

She must approach W4 for getting his letter and W3 for paying the fees. 

Monday - 2. 

max (-7/2, - 14) = 49, 4 hence 4. 

max (1/4, 4) = 1. 

48 x 48 = 36 x 64 = 2304. 

In 2 hrs the machines do 2 (1/8 + 1/10 + 1/12) = 74/120 of the work. Remaining work = 46/120 and is done by X and Y only; 
hence (46/120) + 11/60 = 23/11; hence about 2 hrs after 10. 

(80 - 2) + (80 - 1)! + (80)? + (80 + 1)? + (80 + 2)? = 5 x 80? + 10 = 32010. 

(180 - x) = 2(90 - x) + 30. Solve. 
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More About 





B-Schools 


Faculty of Management Studies 


e No. of applicants in 2003: 29,140 

e Students admitted: 79 

e Average work experience: 17 
months 





elect Indian 


e No. of students without work experience: 52 (less than 1 


year) 
e No. of students with more than five 
experience: 2 (4 years and above) 


e Stream most students come from: Engineering (5796 


years of work 


Specialisation most students of the batch of 2002-04 


opted for: Finance and Marketing 

e Dual specialisation offered: Yes 

e The percentage and number of 
students placed from the batch of 
2001-03 within 3 months of gradua- 
tion: 100% 

e No. of students placed on campus: 
NA 

e Average salary of 
placed: 6.88 lakh p.a. 

e No. of dollar or dollar-denominated 
salaries: 6 ($40,000 was the average 
salary offered in international place- 


the students 


ments) 

e Top recruiters: 
Citibank, Standard Chartered 
(Banking) 


SBI Capital Services (Finance) 
GE Capital Services (Operations) 
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Top Indian B-schools share data or 
their placement record, number of 
full-time faculty, and other 


important details 
List in alphabetical order 





ITC, Colgate Palmolive (Marketing) 

Total no. of full-time faculty: 29 

l'ie-up with a foreign school for an exchange pr 
gramme: Yes 

Exchange of Curriculum & Reading Material with: 
Harvard Business School 

Wisconsin University, White Water, USA 
Exchange Of Students For A Term/Semester with: 
University of California, Berkeley, USA 

University of California, Fullerton, USA 
Institutional Associations with: 

University of California, Berkeley, USA 
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INSEAD, Fontainebleau, France 

S.D.A. Bocconi, Milan, Italy 

Esade, Barcelona, Spain 

Rotterdam School of Management, Netherlands 
Groupe Essce, Cergy Pontise, France 

University Blefield, Germany 

Katholieke University, Leuven, Belgium 

Nijenrode University, Breukelen, Netherlands 
Wisconsin University, White Water, USA 

University of California, Fullerton, USA 

Accreditation/ approval: Yes, FMS is the only university 
affiliated institute to have a ranking with the IIMs. FMS 
is a part of Delhi University 


Indian Institute of Management, 
Ahmedabad (IIM-A) 


No. of applicants in 2003: 94,740 

Students admitted: 254 

Average work experience: 1.3 months 

No. of students without work experience: 
117 

No. of students with more than five years of work 
experience: 138 

Stream most students come from: Engineering (77.56%) 
Specialisation most students of the batch of 2002-04 
opted for: The Post Graduate Programme in 
Management is a general management programme and 
we do not offer any specialisation 

Dual specialisation offered: NA 

The percentage, and number, of students placed from 
the batch of 2001-03 within 3 months of graduation: 
10096, 186 

No. of students placed on campus: 186 

Average salary of the students placed: 11.48 lakh p.a. 
(approx.) 

No. of dollar or dollar-denominated salaries: 36 

Top 3 recruiters: ICICI, Lehman Brothers, HCL 
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Technologies Ltd. 
Total number of full-time faculty: 78 
Tie-up with a foreign school for an exchange pro- 


gramme: Yes, IIM-A is a member o! the international 
foreign exchange programme body, PIM 
Accreditation/approval: Yes. Autonomous body under 
the purview of Ministry of HRD, Government of India 


Indian Institute of Management, 
Bangalore (IIM-B) 


No. of applicants in 2003: 97,486 


Students admitted: 204 ax M 

- A 
Average work experience: 1.5 a» >» 
years d * 


No. of students without work experience: 115 
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No. of students with more than five years of work 

experience: 2 (more than 4 years 

Stream most students come from: Engineering (75%) 

Specialisation most students of the batch of 2002-04 

opted for: The institute does not offer a formal speciali 
sation. Students may choose elective 
courses in areas of their interest 

e Dual specialisation offered: No 

e The percentage, and number, of students 
placed from the batch of 2001-03 within 3 
months of graduating: 100% 

e No. of students placed on campus: 196 

e Average salary of the students placed 
8.8 lakh p.a. (If lateral placements and 
offers outside India are excluded the aver 
age works out to 6.11 lakh p.a.) 

e No. ol 
salaries: 18 

e Top 3 recruiters: ICICI Bank, Infosys, HCI 


dollar or dollar-denominated 


Technologies 

e Total no. of full-time faculty: 81 

e Tie-up with a foreign school for an 
exchange programme: Yes. The institute 
has tie ups with 34 business schools/uni 
versities abroad 
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e Accreditation/approval: 





Yes. The Post Graduate 
Programme (PGP) is recognised by the AIU, and the 
Fellow Programme in Management (FPM) by the AICTE 
and the AIU 


Indian Institute of Management, 
Calcutta (IIM-C) 


. Ne 


No. of applicants in 2003: More than 1 lakh 
Students admitted: 205 in the PGDM 
course 

Average work experience: 2.5 years 

No. of students without work experience: 149 
No. of students with more than five years of work 
experience: None 

Stream most students come from: Engineering (78%) 
Specialisation most students of the batch of 2002-04 
opted for: Finance and Marketing 

Dual specialisation offered: Yes. IIM Calcutta offers à 
system of Majors and Minors. The second year consists 
of three compulsory courses and a minimum of 15 
elective subjects. Students are then accordingly offered 
a specialisation in a field if they complete 5 courses in 
a subject and a minor if they complete 3 courses. 
Hence, it is possible to do a dual specialisation in IIM 
Calcutta. In fact, recent trends show students going in 
for dual specialisations to acclimatise themselves 
better to the changing business scenario, where 
multiple competencies are looked forward to are better 
equipped to understand corporate problems and 
tackle them successfully 

IIM Calcutta also offers the greatest number of electives 
— 91— among all B-schools. This gives students the 
best opportunity to shape their curricula according to 
their own needs 

The percentage, and number, of students placed from 
the batch of 2001-03 within 3 months of graduating: 
100% 

No. of students placed on campus: 100% 
Average salary of the students placed: 
Average domestic salary is 6.2 lakh p.a. 
No. of dollar or dollar-denominated 
salaries: 10 students were offered dollar 
or dollar denominates salaries. Summer 
placements, 2004 saw 20 foreign offers 
Top 3 recruiters: ICICI Bank (22 offers), 
HCL Tech (17), PwC (14) 

Total no. of full-time faculty: 63 

Tie-up with a foreign school for an 
exchange programme: Yes, IIM Calcutta 
has a relationship with a large number of 
foreign B-schools, like University of 
California, Davis-Graduate School of 
Management Institute de Empresa 
(Spain), Leipzig Graduate School of 
Business (Germany), Bordeaux Business 
School (France), among a host of others 
Accreditation/approval: The Government 








of India established the Indian Institute of 
Management, Calcutta as the first national institute for 
Post-Graduate studies and Research in Management in 
November 1961 in collaboration with Alfred P Sloan 
School of Management (MIT), the Government of West 
Bengal, the Ford Foundation and Indian industry. 


Indian Institute of Management, 
Kozikhode (IIM-K) 


No. of applicants in 2003: NA 

Students admitted: 125 

Average work experience: 1.25 years 

No. of students without work experi- 
ence: 52 

No. of students with more than five years of work expe- 
rience: 5 (more than four years) 

Stream most students come from: Engineering (7396) 
Specialisation most students of the batch of 2002-04 
opted for: Marketing 

Dual specialisation offered: Yes 

The percentage, and number, of students placed from 











the batch of 2001-03 within 3 months of graduating: 
100%, 65 

No. of students placed on campus: 65 

Average salary of the students placed: 5.46 lakh p.a. 

No. of dollar or dollar-denominated salaries: None 

Top 3 recruiters: Digital Global Soft, Infosys, WIPRO 
(2002 - 2004 batches) 

Total no. of full-time faculty: 20 

Tie-up with a foreign school for an exchange pro- 
gramme: Presently there is not any tie up with any for- 
eign B-school for an exchange programme 
Accreditation/ approval: Ministry of HRD, Government 
of India 


Indian Institute of Management, 
Lucknow (IIM-L) 


No. of applicants in 2003: 32,000 
Students admitted: 240 

Average work experience: 1.4 years 

No. of students without work experi- 
ence: 149 

No. of students with more than five years of work expe- 





rience: | 

Stream most students come from: Engineering 
72.5%) 

Specialisation most students of the batch of 
2002-04 opted for: Finance and Marketing 

Dual specialisation offered: Yes. A dual speciali- 
sation is possible depending on the choice of 
courses 

The percentage, and number, of students placed 
from the batch of 2001-03 within 3 months of 
graduating: 100% 

No. of students placed on campus: NA 

Average salary of the students placed: 6.4 lakh 
p.a. 

No. of dollar or dollar-denominated salaries: 10 
Top 3 recruiters: Infosys Technology, HCL 
Technology, Hindustan Lever Ltd. 

Total no. of full-time faculty: 59 








Tie-up with a foreign school for an exchange pro 
gramme: Yes, IIM Lucknow has partnerships with the 
following 14 institutions across Europe, North America 
and Australia for student exchange 


Institution Country 
1. ESSEC France 
2. ESCP-EAP France 
3.  ESSADE, Barcelona Spain 
4. REIMS France 
5. McMaster Canada 
6. CBS Denmark 
7. UCL, Lovain Belgium 
8. JIBS Sweden 
9. HHL, Leipzig Germany 


10. UJM, Lyon France 
1l. Brisbane Graduate School 
12. IECS, Strasbourg 

13. EBS 


14. St. Gallen 


Australia 
France 

Germanv 
Switzerland 
AICTI 


Accreditation/approval: Yes. Approved by and 


Association of Indian Universities 


International Management Institute 


No. of applicants in 2003: 8,563 
Students admitted: 124 

Average work experience: 1.5 years IMI 
No. of students without work experi- 

ence: 95 

No. of students with more than five years of work 
experience: None 

Stream most students come from: Engineering (4095) 
Specialisation most students of the batch of 2002-04 
opted for: Marketing 

Dual specialisation offered: Yes 

The percentage and number of students placed from 
the batch of 2001-03 within 3 months of graduating: 
100% 











No. of students placed on campus: NA 

Average salary of the students placed: 4.25 lakh p.a. 

No. of dollar or dollar-denominated salaries: None 

Top 3 recruiters: Boston Scientific, Ranbaxy and 
McKinsey Knowledge Centre 

Total no. of full-time faculty: 39 

Tie-up with a foreign school for an exchange pro- 
gramme: Yes 

Esc Rennes, France 

Asia Institute of Technology, Bangkok 

International Graduate School of Business, Minsk, 
Belarus 

Accreditation/approval: Yes. The Association of Indian 
Universities recognises the PGP as equivalent to an 
MBA. The AICTE recognises IMI's programmes 


Indian Institute of Foreign Trade 


No. of total applicants in 2004: 26,800 

Students admitted: 102 

Average work experience: 2.5 years 

NO. students without work 

experience: 75 

No. of students with more than five years of work expe- 
rience: None 

Stream most students come from: Engineering (64%) 
Specialisation most students of the batch of 2002-04 
opted for: Marketing 

Dual specialisation offered: Yes 

The percentage, and number, of students placed from 
the batch of 2001-03 within 3 months of graduating: 
100%, 91 

No. of students placed on campus: 91 

Average salary of the students placed: 5.50 lakh p.a. 


of 





No. of dollar or dollar-denominated salaries: 3.3% 

Top recruiters this year: Olam International, Kuok Oils & 
Grains, HLL and ITC Ltd. 

Total no. of full-time faculty: 37 

Tie-up with a foreign school for an 
programme: Yes (with 5 foreign B-schools) 
Accreditation/approval : IFT is a Deemed University 


exchange 


Institute of Integrated Learning 
and Management 


No. of applicants in 2003: 5,567 
Students admitted: 120 

Average work experience: 1.3 years 
Number of students without 
experience: 94 


Ñ 


work 


No. of students with more than five years of work 
experience: None 


Stream most students come from: Commerce (B.Com) 
Specialisation most students of the batch of 2002-04 
opted for: Marketing 

Dual specialisation offered: Yes. Dual specialisation 
offered in the form of Major and Minor areas. Students 
complete 21 credits in the Major area and 9 credits in 
the Minor area 

The percentage, and number, of students placed from 
the batch of 2001-03 within 3 months of graduating: 
100%, 110 (all 110 students seeking placements from 
total 120) 

No. of students placed on campus: 110 

Average salary of the students placed: 1.86 lakh p.a. 

No. of dollar or dollar-denominated salaries: 8 

Top 3 recruiters: ICICI Bank, Evalueserve, ING Vysya 
Total no. of full-time faculty: 63 

Tie-up with a foreign school for an exchange 
programme: Yes. Arrangements with the Grenoble 
Graduate Business School (France) and the University 
of Bradford (UK) for student and faculty exchange 
Accreditation/approval: Yes. The PGDBM programme 
of HLM is: 





* 





= Approved and recognised by (AICTE) Ministry of 


HRD, Govt. of India 

æ Accredited by National Board of Accreditation (NBA) 

= Accorded MBA equivalence by Association of Indian 
Universities (AIU) 

a [ILM had professional membership of AACSB (Asso- 
ciation of Advanced Collegiate School of Business) 


B Institute of Rural Management, Anand 








No. of total applicants in 2003: 10,309 
Students admitted: 72 

Average work experience: 3 years 

No. of students without work 
experience: 41 

No. of students with more than five years of work 
experience: 9 

Stream most students come from: Science (29%) 
Specialisation most students of the batch of 2002-04 
opted for: Specialisations are not offered but in the 
second year of the programme elective courses are 
offered. Students may choose from optional courses in 
the areas on Development, Finance, Natural Resource 
Management, Marketing, Management Information 
System etc 

Dual specialisation offered: No (only Rural Manage- 
ment) 

The percentage, and number, of students placed from 
the batch of 2001-03 within 3 months of graduating: 
100%, 58 

No. of students placed on campus: 58 

Average salary of the students placed: 4.08 lakh p.a. 

No. of dollar or dollar-denominated salaries: None. As a 
matter of policy IRMA does not encourage students to 
seek jobs with organisations other than IRMA designat- 
ed organisations in India 

Top 3 recruiters this year: Gujarat Cooperative Milk 
Marketing Federation Ltd., Anand, International Water 





IRMA 
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Management Institute, Vallabh Vidyanagar and ICICI 
Social Initiative group, Mumbai 

Total no. of full-time faculty: 29 

Tie-up with foreign schools for exchange programmes 
No 

Accreditation/approval: Yes (PRM is recognised as 
equivalent to a Master's Degree in Rural Management 
by the AIU and is approved by the AICTE) 


Management Development Institute 


wk W 


No. of applicants in 2003: 16,099 

Students admitted: 132 

Average work experience: 1.25 years * 

No. of students without work experience: 65% 

No. of students with more than five years of work expe- 

rience: 1 

Stream most students come from: Engineering (52% 

Specialisation most students of the batch of 2002-04 

opted for: Finance and Marketing 

Dual specialisation offered: Yes - Marketing, Finance, 

Human Resources Management, Operations Manage- 

ment and Information Technology management 

The percentage, and number, of students placed from the 

batch of 2001-03 within 3 months of graduating: 100% 

Average salary of the students placed: 5.90 lakh p.a 

No. of students placed on campus: NA 

No. of dollar or dollar-denominated salaries: None 

Top 3 recruiters: Nestle, Asian Paints, Marico 

Total no. of full-time faculty: 55 

Tie-up with a foreign school for an exchange pro 

gramme: Yes. 

McGill University, Canada 

College of Business & Public Administration (CBPA), 

USA 

ESCP-EAP, France 

EDHEC, France 

Bergische Universitat Wuppertal 

6. Leipzig Graduate 
Management 

7. Copenhagen Business School 

8. Aarhus School of Business 

9. Solvay Business School, Brussels 

10. Norwegian School of Manage- 
ment (BI) 

11. Universita Carlo Cattaneo, (LIUC) 
Italy 

12. Warsaw School of Economics, 
Poland 

13. Asian Institute of Technology 
Thailand 

14. Queensland 
Technology 

15. Vienna University of 
Business Administration 

16. French Ministry of Education 

17. Chamber of 
Industry of Paris 
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18. 
19. 


20. 





European Study Centre of Strasbourg 

International and Communication Researches Centre 
at AIX 

Robert Schuman University at Strasbourg - France 
University of Wuppartal, Germany 

Centre for Excellence in Information Management 
Erasmus University, Rotterdam, Netherland 

Delft University of Technology, Netherlands 
Adaptation Ltd. Cambridgeshire, UK 

Ohio University, USA 

George Mason University, USA 

Governors State University 

Accreditation/approval: Yes. The 2 year Full Time Post- 
Graduate Programme in Management is approved by All 
India Council for Technical Education (AICTE). It is 
recognised as equivalent to MBA degree of an Indian 
University by Association of Indian Universities (AIU). 
The National Board of Accreditation has awarded ‘A’ 
Grade to the Post-Graduate Programme in Management 


Narsee Monjee Institute of Management Studies 


args diss 
e No. of applicants in 2003: 17,779 Ao pw | nA NS 
e Students admitted: 240 patience Bae 
e Average work experience: 1.4 transcending horizons 


years 
e No. of students without work experience: 130 
e No. of students with more than five years of work expe- 
rience: 2 
e Stream most students come from: Engineering (4096) 
e Specialisation most students of the batch of 2002-04 
opted for: Finance and Marketing 
e Dual specialisation offered: Yes 
e The percentage, and number, of students placed from 
the batch of 2001-03 within 3 months of graduating: 
10095, 231 
e Average salary of the students placed: 4.9 lakh p.a. 
e No. of dollar or dollar-denominated salaries: None 
e Top 3 recruiters: TAS / Maersk Sealand, Britannia India 
Ltd., GE India 
e Total no. of full-time faculty: 34 
e Tie-up with a foreign school for an exchange pro- 
gramme: Yes 
a Ecole Superieure de Commerce, Provence, 
Marseilles School of Business, University of 
Marseilles France 
= Ecole Superieure des Sciences Commcialesd', School 
of Management Sciences, Angers, France. 
* Ecole Superieure des Sciences Commcialesd', School 
of Management Sciences, Budapest, Hungary. 
= University Uttara Malaysia 
e  Accreditation/approval: Yes 
= NAAC - National Assessment and Accreditation 
Council [Grade: 5 Star| 
= NAB - National Accreditation Board [Grade: A] 








National Institute of Industrial Engineering 


No. of applicants in 2003: 11,527 
Students admitted: 87 

Average work experience: 1.16 years 
No. of students without work experience: 45 
No. of students with more than five years of work expe- 
rience: None 

Stream most students come from: Only Engineers with 
a First-Class degree are eligible for admission to the 
PGDIM course at NITIE. Thus, 100% of the students 
come from Engineering 

Specialisation most students of the batch of 2002-04 
opted for: At NITIE, specialisation is not offered formal- 
ly. However, students choose electives in various areas 
such as Marketing Management, Supply Chain 
Management, Operations, IT/Systems, and Finance & 
General Management 

Dual specialisation offered: Refer to 
the answer above. Students choose 
electives in different areas to gain 
cross functional expertise in various 
fields 

The percentage, and number, of stu- 
dents placed from the batch of 2001- 
03 within 3 months of graduating: 
100%, 87 

No. of students placed on campus: 
NA 

Average salary of the students 
placed: 6.76 lakh p.a. 

No. of dollar or dollar-denominated 
salaries: 7 

Top 3 recruiters: TRINITI Corpora- 
tion, GE Group and Nestle 

Total no. of full-time faculty: 47 
Tie-up with a foreign school for an 
exchange programme: Yes. 

They are: 

® University of Windsor, Canada 








m University of Texas, Dallas 

= Asian Institute of Technology, Bangkok 

= Ecole de Mines, Nints, France 

= Hebrew University, Jerusalem, Israel 

æ University of Toronto, Canada 
Accreditation/approval: NITIE is an autonomous 
body under the Ministry of HRD, Government ol! 
India. The PGDIM course is recognised by All India 
Council of Technical Education (AICTE) & Ministry 
of HRD 


S.P. Jain Institute of Management and Research 
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No. of applicants in 2003: 11,000 

Students admitted: 150 

Average work experience: 2 years 

No. of students without work experience: 43 
No. of students with more than five years of work expe 
rience: 11 

Stream most students come from: Engineering (6596) 
Specialisation most students of the batch of 2002-04 
opted for: Our students need to opt for specialisations 
when they apply. We receive most applications foi 
Marketing 

Dual specialisation offered: Yes (Major and Minor) 

The percentage, and number, of students placed from 
the batch of 2001-03 within 3 months of graduating: 
10096 

No. of students placed on campus: 10096 

Average salary of the students placed: 6.43 lakh p.a. 

No. of dollar or dollar-denominated salaries: 2 

Top 3 recruiters: GE, Tata Group and HCI 

Total no. of full-time faculty: 31 

Tie-up with a foreign school for an exchange pro 
gramme: Yes 

Accreditation/approval: Yes, AICTE 
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No. of applicants in 2003: 15,065 rt 
Students admitted: 162 
Average work experience: NA 

No. of students without work experience: 
NA 

No. of students with more than five years of work expe- 
rience: NA 

Stream most students come from: Commerce and 
Engineering. There is an equal share of students coming 
from these streams 


T 





Average work experience (years): 


e Specialisation most students of the 
batch of 2002-04 opted for: Marketing 

e Dual specialisation offered: Yes - Major 
and Minor 

e The percentage, and number, of students 
placed from the batch of 2001-03 within 3 
months of graduating: 100% 

e Average salary of the students placed: 
4.50 lakh p.a. 

e No of dollar or dollar-denominated 
salaries: NA 

e Top recruiters: Nestle, GSK, 
paints, Accenture, Infosys, etc. 

e Total no. of full-time faculty: 13 

e Tie-up with a foreign school for an 
exchange programme: No 

e  Accreditation/approval: Yes 
(Constituent of Deemed University) 


Asian 


T.A. Pai Management Institute, 
Manipal 


e No. of applicants 
in 2003: 10,000 
Students admitted: 137 
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1.5 years 

No. of students without work experience: 62 

No. of students with more than five years of work expe- 
rience: 5 

Stream most students come from: Engineering (55%) 
Specialisation most students of the batch of 2002-04 
opted for: Marketing Management 

Dual specialisation offered: Yes 

Ihe percentage, and number, of students placed from 
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| would like to get a copy of the Special Collector's issue 


of Businessworld Selected Case Studies 2003-04. 


L] Yes 
L] Yes 


Learn to make business decisions from the masters of the trade. x=] 
Because making decisions in future will not be as easy as this one. 


Yes or No. The only question you will face when you make a business decision. And here's the answer 
The Special Collector's issue of Businessworld. A compilation of the best case studies published 
in Businessworld over the last year. Analysed by eminent names like Rama Bijapurkar, Kiran Khalap, 
Rajeev Karwal, Muktesh Pant and many such industry experts, the book is a mine of knowledge, - 
indepth studies and a spectrum of information compiled exclusively for the future Businessworld 
decision makers. Get your copy. Make your first decision. And for sure the easiest one. Play the game 











You can also order your Businessworld Selected Case Studies 2003-04 by filling this form: 


























Name: Mr/Ms — = __ _.-_ . fae 

City. State: Pin (essential): 

e-mail Organisation Designatior l Ape 
Please tick the desired option: [_] 5 copies for Rs.650/-* | |I copy for Rs. 145/- 

Cheque NoJDD No. (In favour of ABP Pvt. Ltd.) Dated for R: . or charge the 

Rs to my credit card. JE | | @Bl | Card No. [ JL IL IL ] LUL] [I]LILIE | 

Card member's name ace Card expiry date [I] OCI LILILID] Signature — Date 

Mail this coupon along with Cheque/DD for Rs to: The Subscription Deptt.. c/o Businessworld, Express Building, 9-10 Bahadur Shah Zafar 
New Delhi- | 10002, Ph: 01 |-237021 70, e-mail: businessworldsubscriptions(Dabpmail.com 

Contact: New Delhi: Sangeeta Biswas - (011) 23702194, Mumbai: Anupam Kar - (022) 24962601, Kolkata: Sandip Mitra 

Bangalore: H.K.Prasanna - (080) 25588928, Chennai: R Sudhakar - (044) 28131278/9, Hyderabad: Shankar Dasgupta - (040) 23317147  *Offer 
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the batch of 2001-03 within 3 
months of graduating: 100% 
Average salary of the students 
placed: 3 lakh p.a. 

No. of dollar or dollar-denomi- 
nated salaries: None 

Top 3 recruiters: E-Serve Inter- 
national, ICICI Bank, Muru- 
gappa Group 

Total no. of full-time faculty: 24 
Tie-up with a foreign school for 
an exchange programme: Yes. 
With Oakland University, USA 
Accreditation/approval: Recog- 
nised by AICTE, New Delhi, and 
the AIU. 

Accredited by the National 
Board of Accreditation (NBA) 
with grade ‘A’ and by National 
Assessment and Accreditation 
Council (NAAC) with Five Star 
Rating 


The Indian School of Business 


No. of applicants in 2003: 


2340 — 
Students admitted: 220 A 


Average work experience: 5 

years 

No. of students without work experience: 2 

No. of students with more than 5 years work experience: 
101 

Stream most students come from: The ISB encourages 
diversity in its student body, in education, professional 
experience, ethnicity, and even personal accomplish- 
ments. A majority of applicants tend to come from the 
engineering stream 

Specialisation most students of the batch 2003-2004 
opted for: Marketing and Finance 

Dual specialisation offered: Yes. ISB offers students a 
choice of 5 concentration areas in Technology, 
Entrepreneur-ship, Strategic Marketing, Analytical 
Finance, and Leadership & Change Management. 
Students can specialise in up to 2 of these concentration 
areas 

The percentage, and number, of students placed from 
the batch of 2002-2003 within 3 months of graduating: 
97%, 155 (14 did not take part in the placement process) 
No. of students placed on campus: NA 

Average salary of the students placed: The average 
Indian salary was Rs 8.3 Lakh. Average International 
salaries were : USA & Europe — $66,000, Asia — 

S $87,000 & Mid East — Dirhams 76,000 

No. of dollar denominated salaries: There were 12 inter- 
national offers 

Top 3 recruiters: Infosys, Cognizant Technology 
Solutions, Wipro 





e Total no. of full-time faculty: The ISB follows a uniqu 
portfolio faculty model - visiting faculty from our par 
ner schools, and other top global B Schools comple 
ment the expertise of our resident faculty. Current 
there are 7 resident faculty members. At full capacity th 
school will have a ratio of 60:40 with international fa 
ulty forming the larger group 

e Tie-up with a foreign school for an exchange pr 
gramme: Every aspect of the ISB curriculum has 
global emphasis, giving students an internation 
perspective to consider and act upon worldwic 
opportunities. The International Student Exchang 
Programme gives students the opportunity to study fi 
two terms at a leading business school. Visiting stt 
dents add to the diversity and richness of the pe: 
learning experience. Our current partners for this pr: 
gramme include the Kellogg School of Manageme! 
and London Business School 

e Accreditation/approval: The Deans of Kellogg, Wharto 
and the ISB jointly sign the ISB certificate. AICTE/ UG 
recognises only those institutions that are affiliated to 
university. We are in the process of seeking internatioi 
al recognition from the American Association of Colle; 
& Business Schools (AACSB) 


Xavier Institute of Management, Bhubaneswar 


No. of applicants in 2003: 11,700 

Students admitted: 119 

Average work experience: 1.65 years 

No. of students without work experience: 

77 

e No.of students with more than five years of work exp 
rience: | 

e Stream most students come from: Engineering (77%) 

e Specialisation most students of the batch of 2002-! 
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Study & Internship 
Options in 






ESC Lille 
France 






and other member 
countries through 








AMIC 
New Delhi Singapore 





























— i 3/4 Year Full Time Graduate 
— RR — Studies in Advertising, Communication 
rate Communications & Management (with BBA option) 








V 


PGAdCoM 


Brand Management 
Electronic Media 

Social Communication 
NGOs 

Photography 

Multimedia & Graphic Design 
Marketing Communications 


Alumni Placements* 


4 Semester ( Theory + Internship) 
Post Grad. Diploma in Advertising, 
Communication & Management 














e Strategy & Communication After 1 yr. 
e Direct Marketing & e-Business | of PGAdCoM | 


| Option for Study in France a mcm 















e MS Degree 
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2 sid EMP! Advantage 
e Mudra e Compete for our Academic Board Chairman Mr. Ajit N. Haksar & Advisor Ms. Tara 
e O&MPR Sinha's Excellence Awards. 
e Publicis e BEC (Business English Certification - Cambridge University) 
e Eenadu TV 
e Genes PR e GFP (General Fitness for Profession) | 
@ Hukuhudo Percept e Residentiality in Executive Devpt. House with Internet, Culture Centre & Movie Club 
@ Enterprise Nexus e Executive Fitness Programme (Multi-gym, Swimming, Tennis, Yoga, T.T., Bdmn. etc.) 
e Mc Cann Erickson e Excellent Faculty from Industry & Academia 
@ Mutual Communications e Wide inductive learning horizons in the Capital City 
pd Faaora g e Pollution free vast green campus. 
2 — E e Strict implementation of anti-ragging & sexual harassment laws 
@ Sun Micro Systems e Earn while you learn scheme & Bank loan facilitation. 
e Triton 
e TBWAPR Eligibility 
e IB&W 
e Perfect Relations For GSAdCoM : Applicants should be 10+2 of CBSE or equivalent as recognised by 
e Hindustan Latex Ltd the Association of Indian Universities (AIU). Candidates appearing for final examination 
e Linterland of the 10+2 (or an equivalent examination) can also apply. 
e Sony (I) T.V. (Set India) 









For PGAdCoM : At least a 3-year Bachelor's degree or equivalent in any discipline 
recognised by the Association of Indian Universities/ AICTE as eligible for Post Gradu- 
ate Studies. Candidates appearing for final examination of the Bachelor's degree (or an 
equivalent examination) can also apply. 


e TOI 

e CMS 

e Good Relations PR 

* Placement record of the first batch 


Considering the wide variations between ranking surveys, which confused the 
students, EMPI as a matter of policy has stopped participation since year 2000. 















Business India 
AIMA Survey 
‘A’ Grade Institute* 


Rank for 
Intellectual Capital 
'(Survey, 2000) 




























Residential Campus : 
CSKM Educational Complex, Satbari, 
Chattarpur, New Delhi - 110 074 
Ph.: 91-11-2665 2373, 2665 2375 
2665 3764, 2665 4727, 2665 4732 
e-mail: empi@vsni.com 


Fax : 91-11-2665 4422 Website : www.empiindia.com 


City Centre : 
EMP! Professional Training & Development 
Academy (PTDA) at Gargi College Campus, 
Siri Fort Road, New Delhi - 110 049 
Phone : 91 - 11 - 2649 0354 / 5565 5806 
e-mail: empigkc @ empiindia.com 





























opted for: Marketing 

Dual specialisation offered: Yes. Multiple specialisa- 
tions with options given to students to choose from 
five specialisations. Students are allowed to choose 
more than one specialisation, with the only restriction 
that the minimum number of electives chosen in the 
second year should be at least 15 in number 

The percentage, and number, of students placed from the 
batch of 2001-03 within 3 months of graduating: 100% 
No. of students placed on campus: 100% 

Average salary of the students placed: 4.65 lakh p.a. 
(2002-2004) 

No. of dollar or dollar-denominated salaries: 2002- 


2004: 2 
Top 3 recruiters: Infosys, Frost and Sullivan and Polaris 
(2002-2004) 


Total no. of full-time faculty: 33 

Tie-up with a foreign school for an exchange pr« 
gramme: No. 
Accreditation/approval: 
approved by the AICTE 


The institute has bee 


Xavier Labour Relations Institute 
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No. of applicants in 2003: 18,864 
Students admitted: PM & IR 66; BM 120 
( Total 186) 

Average work experience: PM & IR-3 
months, BM-6 months 

No. of students without work experience: PM & IR-47? 
BM-7396 

No. of students with more than five years work exper 
ence: NA 

Stream most students come from: Engineering: PM 
IR-29, BM-83 

Specialisation most students of the batch of 2002-( 
opted for: Finance and Marketing 

Dual specialisation offered: Yes 

The percentage, and number, of students placed from tl 
batch of 2001-03 within 3 months of graduating: 100% 
No. of students placed on campus: 120 

Average salary of the students placed: 6.82 lakh p.a. 
No. of dollar or dollar-denominated salaries: None 
Top 3 recruiters: HLL, McKinsey, ICICI 

Total no. of full-time faculty: 40 

Tie-up with a foreign school for an exchange pr 
gramme: Yes 

Accreditation/Approval: Yes (AICTE) e 
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Institute of Management, Noida 


A-32(A), Sector-62, NOIDA 201301 Tel: 95120-2403378-81 Mobile: 98111 52765 
Telefax: 95120-2403378 e-mail: jimnoida@jimi.ac.in website: www.jiml.ac.in 


Growth through committed faculty, 
strong industry interface, 
and stimulating learning environment. 
Having established two outstanding educational —— 
institutions - daipuria School and Institute o 


Jaipuri led by M Sharad d Jai ime "s 
aipurias, r. Shara sepur a, prou 
announces the launch of JAIPU IA INSTITUTE OF 


MANAGEMENT, NOIDA. 


Nurturing the Best Faculty is 


our first commitment 
The full time faculty of professionally qualified 





Enters JIM NOIDA 


Convinced of the fundamentals of what 
separates a ‘great’ from a good B-school, 
JIM Noida, which will have its maiden 
batch of students from July 1, 2004, has 
already recruited 15 full time faculty 








members 


comprises 
and experienced Doctorates, M.Techs, and foreign trained / 
experienced professionals drawn from the best of the 
REY and the academia. Highly m 


` motivated, the faculty 
has been a mentor to mainly a p today. 


— Environment with 
air for the Practicing World 


— interface with the industry thru quest speakers, 
internships, live project studies, seminars /conferences and 
management festival besides lectures and case studies is a 
routine part of the pedagogy adopted. Top-of-the-line 
infrastructure - modern labs, stacked library 
and air-conditioned class rooms enables learning in a highly 
stimulating environment. 


The coveted NBA ACCREDITION, the 36th rank amon 
indien ages a Adoro Qutlook in 2003 

an envious placement record, that too in a short span of 
mere 8 years of the birth of JIM Lucknow vindicates the 
commitment to building up of a world class B-school. 


Long term programs at JIM Noida 


1. MBA in affiliation with UP Technical University whose AICTE 
approval is awaited. 

2. Two one year full time P G Diploma Programs in 
Construction Project Management and 
Construction Risk Management 

Both these programs are in collaboration with 

Michigan State Un and Construction 

Industry Development Council. 


3. One year full time P G Diploma Program in 
Journalism & Mass Communication 

4. One year full time PG Diploma Program in 
Insurance & Risk Management 





JAIPURIA 
Institute of Management 


— sector specialists in 
Mass Y tiat eot aptior o Insurance 


Management, besides comma 
management academics. The 
Director of JIM Noida is Dr. J D Singh, 


who is a reputed marketing professor, 


trainer, researcher and consultant : 


with over 35 years of experience, and 
formerly been with XLRI, HM- 


„grooming professionals 


| 
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Admission Test | Contact Details Website 
Alagappa Institute of Management (Director/Dean) S. Kaliya Moorthy 
Anna University State Level Test —  Aagappa University, Karaikudi 630004, TN 04565 225211 04565 225202  aluaimmba 
Aligarh Muslim University, Department of Business Administration (Director/Dean) M. Ozair 











AMU CET . Faculty of Mgt Studies, AMU, Aligarh 202002 0571 2702044 0571 2708658 
Allana Institute of Management Science (Director/Dean) Khedkar E.B. 
CET 2390-B, K.B.H. Road, Azam Campus, Pune 411001 020 26440491 02026349824  aims@mcesociety.org 





Alliance Business Academy (President) Sudhir G. Angur 
MAT 19th Cross. BTM II Stage, N.S. Palya, Bangalore 560076 080 26681444 08026680051 admission@alliancebschool.org ^ alliancebschool.org 
Amity Business School (Director/Dean) J.L. Batra 


MAT Sector 44, NOIDA 201303 0120 2431461 0120243142]  abs@abs.amityedu —  amityedu/abs — 
Amrita Institute of Management (Director/Dean) Sanjay Banerji 

CAT Ettimadi PO. Coimbatore 641105 0422 2656422 0422 2656274  aim@amrita.edu  aim.amrita.edu — 
Aravali Institute of Management (Director/Dean) Varun Arya 

CAT Marwar Bhawan, Polo No.2, Paota, Jodhpur 342006 0291 2542235 0291 2543600  aravali@india.com  aravaliorg 
Asan Memorial Institute of Management (AMIMA) (Director/Dean) PV. Mathew 

MAT Velachery, Jaladampet, Chennai 601302 04422461418 04422461335 asanedu@vsni.com ^ asaneducationcom - 


Asia-Pacific Institute of Management (Director) V. Thyagarajan 
CAT Opp. Pocket E, Sarita Vihar, New Delhi 110044 011 26947838 01126951541  aimdelhi@del2.vsni.net.in ^  asiapacificedu — 








Bharathidasan Institute of —— — —— — M. Sankaran 





BLS Institute of — (Director/Dean) Sudhir — 

Christ College Institute of Management (Director/Dean) Sebastian Thekkedathu 

College of —— studies, GITAM (Director/Dean) M. Gangadhara Rao 

NA Gandhinagar Campus, Rushikonda, Visakhapatnam 530045 0891 2790404 0891 2790037 director | 
- Deccan School of Management (Director/Dean) Mohd. Masood Ahmed 
Deepshikha — Of — Education —— M.C. Gupta 
Mete of Business Administration (Director/Dean) A. Kumar 

Department of — Administration (Director/Dean) M. Kakati 

Department of Commerce & Management Studies (Director/Dean) E.P. Saimul Abideen 
Department of Financial Studies (Director/Dean) Muneesh Kumar 
Department of Management Sciences (Director/Dean) C.M. Chitale 
Department of ili Studies (Director/Dean) G. Kannabiran 















ome 











Department of — Studies IIT Delhi (Director/Dean) R.S. Sirohi 
JMET Hauz Khas, New Delhi 110016 — — 01126591171 01126862620  info@iitdmba.org = jitdmba.og — 
Department of — — E Roorkee (Director/Dean) Prem Vrat 


Department of angen Studies, Univesity of Kashmir (Director/Dean) AR. Mattoo 


01942420029 09142420029 armatto@yahoo.co.uk — — kashmiruniversitynet 








Dhruva College of —* (Chairman) s. S Pat Reddy 


. 04024748153 04024609148  mail@dhruvacollege.net — dhruvacollegeme! — 





The first business schools were established in the US, the UK and 


Germany in 1881, 1895 and 1898 respectively. India's first B- 
school came up in 1956 








IIM-Indore, established in 1997, is the youngest Indian Institute 
of Management. IIM-Calcutta, established way back in 1961, was 
the first to be set up 





Admission fest Contact Details a | | Website 
EMPI Business School (Dean) S.P Verma 


CAT/MAT/XAT/EMAT/GMAT CSKM Education Complex, Satbari, Chattarpur, New Delhi 110074 011 26652373 011 26654422 empi@vsni.com ^ empiindia.com 
Faculty of Management Studies (FMS) (Director/Dean) V.K. Bhalla 





Own Test FMS, University of Delhi, Delhi 110007 011 27667017 011 27667183 fmsdu@hotmail.com —  fms.edu 
Fore School of Management (Director) Seema Sanghi 
CAT B-18, Qutab Institutional Area, New Delhi 011 26863396 011 26969668 fore@fsm.ac.in fsm.ac.in 


Garden City College of Science & Management Studies (Director/Dean) Joseph V.G. 

MAT/Own test ^ No.628/C, First stage, Indira Nagar, Bangalore 560038 08025288831 08025291414 —gcetrust@vsni.com gardencitycoliege.edu 
GITAM Institute of Foreign Trade (Director/Dean) C.S. Venkata Ratnam 

CAT GIFT Bhavan, Gitam Campus, Rushikonda, Visakhapatnam 530045 0891 2790505 08912790036 _—giftindia@gift-india.org  gift-india.org 
Global Business Schoo! (Director) Subrata Goswami 

CAT/GMAT 48, Okhla Industrial Estate, Phase Il, N. Delhi 110020 — 01126322622 01126322623 admissions CDils edu enpcmba-india.net 
Goa Institute of Management (Director/Dean) Romuald D'souza S.J. 





XAT (XLRI) Ribandar, Goa 403006 0832 2444638/819/820 — 0832 2444136 ^ admissions@gim.ac.in gim.ac.in 
Graduate School of Business Administration (Director/Dean) PL. Maggu 

MAT HS-02, Block-F, Sector Alpha2, Greater Noida 201306 0120 2320521/3/4/5 01202320522 _netgsba@nda.vsni.net.in - gsbaindia.com 
Gurunanak Institute of Management (Director/Dean) Nirmal Singh 

MAT/Own Test Road No. 75, Punjabi Bagh, New Delhi 110026 011 25159154 011 25159154 NA 
ICFAI Business School (Director/Dean) V. Panduranga Rao 

IBSAT 62 Nagarjuna Hills, Hyderabad 500082 040 23435319 04023355325 ibsat(cicfai.org. ibsindia.org 
India International Institute of Management (Director/Dean) Ashok Gupta 

RMAT Sector 12, Mahaveer Marg, Mansarover, Jaipur 303020 01412781154 01412781158 ilim@icfia.org icfia.org 
Indian Institute of Finance (Director/Dean) J.D. Agarwal 

MAT/GMAT 4, Community Centre Il, Ashok Vihar Il, Delhi 110052 01127136257 011 27454128 iif@vsnl.com iif.edu 
Indian Institute of Foreign Trade (IIFT) (Director/Dean) Prabir Sengupta 

Own Test B-21, Qutab Institutional Area, New Delhi 011 26965124 01126851956 —  iüftoiftacin iift.edu 
Indian Institute of Forest Management (Director/Dean) N.K. Joshi 

CAT PO. Box No. 357, Nehru Nagar, Bhopal 462003 0755 2775716 07552772878 director @iitm.org/ddebnath@iitm. org iif org 
Indian Institute of Health Management & Research (Director/Dean) S.D. Gupta 

MAT/ATMA 1 PD. Marg, Opp. Sanganer Airport, Jaipur 302011 0141 2791431/4 0141 2792138  iihmr@iihmrog — — iWhmrorg 


Indian Institute of Management (IIM-A) (Director/Dean) Bakul H. Dholakia 

CAT Vastrapur, Ahmedabad 380015 079 26307241 079 26306896 admission@iimahd.ernetin  iimahd.emet.in 
Indian Institute of Management (IIM-B) (Director/Dean) Prakash G. Apte 

CAT Bannerghatta Road, Bangalore 560076 080 26993188 080 26584050 pgpadm@iimb.ernetin —  ümbemetin 








Indian Institute of Management (IIM-C) (Director/Dean) Shekhar Chaudhuri 


Admission test 


CAT Diamond Harbour Road Joka, Kolkata 700104 033 24679178 033 24679178 — os_admissions@iimcal_ac.in iimcal.ac.in 
Indian Institute of Management (IIM-I) (Director/Dean) S. Sudarshanam 

CN Rajendra Nagar, Indore 452012 0731 2321112 07312321050 ^ pgpadmission(oiimidr ac in iimidr ac in 
Indian Institute of Management (IIM-K) — (Director/Dean) Krishna Kumar 

CAT Kunnamangalam PO, Kozikhode 673571 0495 2803001 0495 2803010 = rameshan(oiimk ac in mk ac in 
Indian Institute of Management (IIM-L)  (Director/Dean) Devi Singh 

CAT Prabandh Nagar, Lucknow 226013 05222734101/10 — 05222734005  chairadmission(Diml ac.in limi ac.in 


Indian Institute of Modern Management (Director/Dean) S. Krishnamurthy 
CAT/XAT/MAT/ATMA/BAT  Agrasen Campus Sr. No. 239/2, Pune 411006 020 30906485/86 02026696671 ^ admissions@iimmpune.com immpune.com 
Indian Institute of Science & Management (Director/Dean) R.A.K. Verma 
CAT/MAT/ATMA IISM Campus, Pundag, Ranchi,834004 Jharkhand 0651 2242060 06512240630 ch iism&)sanchamet.in iismrorg 
Indian Institute of Social Welfare & Business Management  (Director/Dean) Ashoke K. Dutta 

nswbm.edu 


CAT Management House, College Sq. West, Kolkata 700073 033 22413648 033 22413975 iiswbm@iuswbm edu 

Indian Institute of Technology, Vinod Gupta School of Management (Director/Dean) Kalyan Chakravarti 

JMET IIT, Kharagpur 721302 03222 282296 03222 255303 admissions@vgsom. iitkgp.ernet in Som iitkgp.emet.in/ 
Indian School of Business (Director/Dean) M. Rammohan Rao 

Own Test ISB Campus, Gachibowli, Hyderabad, 500019 040 23007000 040 23007012 admissions@isb.edu isb.edu 


institute for Financial Management & Research (Director) S. Ramachander 
CAT/GMAT — Old No.30, New No.24, Kothari Road, Nungambakkam, Chennai 600034 044 28273801 04428279208 enq@ifmrcom _ifmr.com/new/index html 
Institute for Integrated Learning in Management (Director/Dean) K.R. Nair 


CAT 3, Lodhi Institutional Area, New Delhi 110003 011 24647820/1 011 24647796 admissions@iilm.edu iilm.edu 
Institute for Technology and Management (Director/Dean) T. Dayakar Rao 
CAT = Hunter Road, Opp APRTC Tyre Unit, Warangal 506001 0870 2524138 08702524083 ^ warangal@itm.edu itm edu 


Institute for Technology and Management (Director/Dean) A.H. Babu 
CAT Bannerghatta Road, Behind Meenakshi Temple, Bangalore 560076 — 080 26580776 080 26585736 bangalore(@itm.edu itm edu 
Institute for Technology and Management (Director) PV. Raghavan 


CAT #10, Venkatakrishna Road, Mandavelli, Chennai - 28 044 24935847 04424937457  info@itmchennaiorg  itmchennaiorg 
Institute of Business Administration & Training (Director/Dean) Biswajeet Pattanayak 
CAT/MAT KIIT Campus 1, Bhubaneswar - 751024 0674 2741998 06742741465  ibat@ibatac.in ibat.ac.in 


Institute of Business Management & Research (Director/Dean) V.D. Nagar 

Own Test (conducted by VAPAM) KM 09, Hukmakhedi, Rajendra Nagar, A.B. Road, Indore 12 0731 5058673/4 NA hodibmr@ipsacademyonline.com ipsacademyontine.com 
Institute of Finance and International Management (Director/Dean) R.K. Vijay Sarathy 

MAT — #8p & 9p, KIADB Industrial Area, Electronics City, 2 Phase, Bangalore 560100 080 51102820 NA ifimbir@bir.vsal net in ifimbir.com 
Institute of Management and Information Sciences NA 

MAT/XAT Vivekananda Marg, Bhubaneswar 751002 0674 2433762 0674 2433932 imisbbsr(osanchamet.in imis ac in 


ISB is the only business school in this directory that officially 


requires all applicants to have at least two years of work experi- 
ence and submit GMAT scores 





The first full under-graduate programme in business was estab- 


lished in 1889, thanks to Joseph Wharton’s donation of $100,000 to 
the University of Pennsylvania 


Admis | Contact Details 
Institute of —— — & Research (Director/Dean AP — 2 

Institute of Management Education (Director/Dean) H.P Gupta 

Institute of Management Studies, Dehradun —(Director/Dean) Harish Choudry 











c 21, New Cantt Road, Dehradun 248001 - 0135 2743310. 

Institute of Management Studies, Ghaziabad —(Director/Dean) R.K. Bharadwaj 

Institute of Management Studies, NOIDA (Admission Co-ordinator) Sanjay Kumar 

MAT/UPMCAT A-8/B, Sector 62, NOIDA, 201301 — 01202401050 01202400726  noida@vsnl.com  imsnoida.com — — 
Institute of Management Technology (Chairman) Sharat Kumar 


Institute of Productivity and Management (Executive Director) V.P Verma 
MAT —— Delhi-Meerut Road, Near Old I.T., Duhai, Ghaziabad 201206 0120 2788082 01202675021  info@ipmedu —— — ipmedu — 
Institute of Public Enterprise (Director/Dean) K. Harigopal 





CAT Osmania University Campus, Hyderabs ~ 0402709893] 04027095478 — ipeoucCOhd2dotmetin — — ipe-hyd.org — 
Institute , Rural Management, Anand (IRMA) (Director/Dean) K. Prathap Reddy 

st — — IRMA,POBoxNo. 60, Anand 388001 — 02692 260391 02692260188  admis@irma.ac.in = = ^ imaacin 
Institut of Technology & Science (Director) Rattan Sharma 
CAT/MAT/ATMA — ITS, Mohan Nagar, Ghaziabad 201007 01202940258 — — 01202940082 — nicom — isgbacin —— 





Integral Institute of Advanced Management (Director/Dean) M. Chandrasekhar 

MAT/CAT/ATMA Plot No.10, Sector - 7, Educational Complex, Muvlavanipalem, Visakhapatnam 530017 08912552063 0891 2538797 ^ NA  iamindiaog - 
Integrated Academy of Management & Technology (Director/Dean) R.K. Gupta 

International Institute for Special Education (Director/Dean) Mansoor Ali 

International Institute of Professional Studies (Director/Dean) A. Kumar 








MPMIET IIPS, DAW, Khandwa Road, Indore 452017 — 07312461888 COTE) nmm per ot ee 
International Management Institute (Director/Dean) Nitesh K. Sengupta 

CAT B-10, Qutab Institutional Area, N Delhi 110016 011 26529237 Bios ES ds X 

International School of Business and Media (Director/Dean) Pratap K. Gupta 

XAT (XLRI) Ashok Plaza, 32/2, Nagar Road, Pune 411014 020 26633445 020 26633919  admissions@isbm.ac.in ^ isbmpunecom —— 


Invertis Institute of Management Studies (Director/Dean) V.S. Jauhari 
UPMCAT 12th Milestone, Lucknow Highway, Bareilly 0581 2460442/43 0581 2460454  info@ 














Jagan Institute of — Studies — R.P Maheshwari 





MAT/ATMA — : Area, Delhi 110085 — 01127042284 01127054106  jims@vsncom —— jimsindinog = 
Jaipuria Institute of (Managemen Oft bret j D. * 
acer s ti 05222394295  jimo@jimiacin  fimlacin — 





KJ. Somaiya Institute i —* Studies t Research (rcr Dam Suresh Ghai 
Karpagam Institute of —** & Research (Orectoean I — 
KLS's Institute a Margene E — Research —— A.B. Kalkundrikar 














LN. Mishra — of Business ss Management ona Director) — Mishra 
. Lal Bahadur Shastri Institute of Management — Directo G.L. Sharma 





Lala Lajpat Rai Institute á Managemen (Director) M G. Shirahatti 





M.0.P. vasa — for Women (eta K. Nirmala Prasad 
ATMA/TNCET 





Maharishi Arvind Institute of Science & Management (Director/Dean) Bharat c 


MA Bharti Path, Amba Bari, Jaipur302023 — — 0141 2335487 — 01412335120  maism@datainfosys.com maismcom - 
Management Development Institute  (Director/Dean) Pritam Singh 
Management Education & Research Institute (Vice President) Lalit Aggarwal 

nem | — — 
MET's Institute of Management (Director and Chairman) Vijay Page 





Mount Carmel Institute of Management  (Director/Dean) M. Jesuina 
N.L. Dalmia Institute of — Studies & Research recen Pu Lal ad 
Narsee Monjee institute of Margene Studies * x RAI N.M. a 
National Institute of Agricultural Ex Extension — (Director/Dean) A.K. i 
‘Own Test MANAGE, Rajendra Nagar, Hyderabad 500030 — 04024016702 — — 04024015388 — vediniGómanagegovin ——  managegovin —- 
National Institute of Management (Director/Dean) K.K. Chaudhari 











The ‘Which MBA Survey’, published by the Economist, ranked IIM- 
Ahmedabad as the most difficult B-school to get into. The school 


scored 4.9 on a 5-point scale 





MEGA B-SCHOOL GUIDE + BUSINESSWORLD + 2004-05 


There are six IIT B-schools: at Delhi, Mumbai, Chennai, Roorkee, 
Kanpur, and Kharagpur. The Vinod Gupta School of Management at 
IIT Kharagpur was the first 





Contact Details 





Nehru College of Management (Director/Dean) V. Ramdas 
MAT — 451-D, Palakkad Road, Kuniamuthur, Coimbatore - 641 008 — 04222623610 042222251147 —_nehruclg@md3.vsni.net.in nehrucolleges.com 

New Delhi Institute of Management (Director/Dean) M. Adhikari 

MAT/CAT 60-61 Tughlakabad Inst. Area, New Delhi 110062 011 29952304 011 29956570 ndim@nda.vsni.netin  ndimdelhi.org — 
NIAS College of Business Administration (Director/Dean) S.K. Padhy 


CET/UGAT Engineering School Road, Berhampur 760010 0680 2291353 0680 2220621 niascba@usa.com niascba.com 
NIILM Centre for Management Studies (Director/Dean) S. Neelameghan 

CAT/GMAT/GRE B- Il/66, M.C.I.E, Mathura Road, New Delhi 011 29894513 011 29894212 admission (aniilm.com niilm.com 
Nirma Institute of Management (Director/Dean) Anup Kumar Singh 

CA —  — Sarkhej-Gardhinagar Highway, Ahemdabad 382481 07923741900 07923741916 eec@nim.ac.in nim.ac.in 
NITIE (Director/Dean) Tapan Bagchi 

OE ue Vihar Lake, PO. Nite, Mimbai 400087 022 28573371/77 022 28573251 admissions@nitie.edu nitie.edu 
Osmania University Post Graduate College (Director/Dean) Naidu Ashok 

CET  Bandameedipally, Raichur Road, Mahabubnagar, AP-509001 08542275006 08542275088 pgc_mbnr@rediffmail.com ^ osmania.ac.in 
Park's College (Director/Dean) P. Regurajan 

MAT —  — Chinnakari, Tirupur, Coimbatore 641605 0421 2213318 0421 2212900 parksco@eth.net parkscollege.ac.in 


Pendekanti Institute of Management (Director/Dean) A.M. Ganesh 

CET —— 4-1-369, Reddy Hostel Lane, Abids, Hyderabad 500001 — — 04024758261 NA pendekanti@rediffmail.com pendekantimgtorg — 
Peoples Education Society School of Management (Director) D. Jawahar 

Own Test/MAT pesit Campus, Banashankari, Ill Stage, Bangalore 560085 08026721983 08026720886  jawahar@edurite.com pesedu — 
Pioneer Institute of Professional Studies (Director) Pramod K. Jain 

MPM JET/Pre MCA Test Mahalaxmi Nagar, Ring Road, Indore —  07312570625/45 07312554202  pips@sanchametin ^ — pioneerinstitute.com- 
Pragati Maha Vidyalaya Post Graduate College (Director) Lakshmi Narasaiah 

CET — — — 43-148, Hyderabad 500195 040 24753768/887 040 24753921 pmvpgcollege(a yahoo.com 
Prestige Institute of Management & Research (Director) Upinder Dhar 

ATMA/MET — — 2, Scheme 54, A.B. Road, Indore-452010 0731 2557510 07312554274 pimrind(2sanchametin ^ — pimrindore.com 
Prin. LN. Welingkar Institute Development & Research (Director) Uday Salunkhe 

CAT/MAT/XAT/ATMA — 2, Napoo Road, Matunga (C.RIy), Mumbai 400019 022 24178300 ^ 02224097824  welingkars@vsni.com welingkars.com 
PSG Institute of Management (Director) R. Nandagopal 

ATMAMAT/IFT Test PB No1668, Avinashi Rd, Peelamedu, Coimbatore 641004 ^ 04222577252 0422 2572375 —director@psgim.ac.in  psgim.acin - 
Rai Business School (Rai Foundation) (Director/Dean) Teegala Sesha Sai 

RF-SAT — —  Mathura Road N. Delhi 110044 011 26959000 01126959999 ^ dethirbs@raiuniversity.edu — rbs.raiuniversity.edu - 
Rajagiri College of Social Sciences (Director) Jose Alex CMI 

MA — — — . Rajagii PO. Kalamassery 683104 0484 2555564 0484 2532862 NA rajagiri.edu 
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Interested in pursuing a' Management Course? 
| Enrol in our next MBA batch starting in July 2004. 


RAI UNIVERSITY Be a leader 








Be a winner 


India’s largest private University 





e National presence with 25 Campuses 
spread all over India Be a part : every 

e Currently around 6000 students — 
studying in more than 300 courses 

e Discussion and analysis based 
classroom studies with teacher as a 


'Facilitator'. 

e International guest faculty from leading Lb 
universities of USA, UK etc. Your MAT score can make you eligible for 

e Innovative teaching methodology, getting admission in the Rai University 
wherein more emphasis is laid on MBA course with Scholarships! 
‘Continuous Evaluation’ than Specializations offered: | Additional Diplomas: 
conventional semester-end exams. 

e Students are given comprehensive Finance & Accounting Biotech Hospitality 
‘Course -Packs’ for each subject atthe Marketing Management Telecom Tourism 
start of the semester. International Business Fashion CRM 

e ‘Industry Interface Cell’ virtually Human Resources Mgmt. Media Information Tech. 
guaranteeing internships and 
placements. 


Come claim your 


ino SEAT s SCHOLARSHIP 


Separate AC/Non AC Single/Double /Triple ` " D 
Occupancy for Boys & Girls. @ Ral University 


INTERNATIONAL ADVANTAGES IN JOINING RAI UNIVERSITY 


Additional Diplomas in Computing, Business, Travel & Tour and Information Technology from University of Cambridge. 
2. Student can study for a full 3 yrs bachelors degree by studying full-time in India without going abroad, from University of 
London (Ext.) in * Economics, Management, Finance and Social Science (Lead college : London School of Economics) 
* Computing and Information Systems, Diploma in English, Mathematics (Lead College : Goldsmiths) * Diploma in Philosophy 
(Lead College : Birkbeck) * Diploma in Geography (Lead College : Kings). Ask for details 
. Option to transfer to most of the well known Universities in UK or US with full credit offer / or how you study 


Meadows Residency 









— 


EVOLVI! THINKING 


2 $ Rai University 


Contact : Delhi Campus : A-41, MCIE, Mathura Road, New Delhi - 110044 Mobile : 011-32740938, 35800567, 32740931 


Meadows Campus  : (011) 32740922 Pune Campus : (020) 31060823, 31023716 Kolkata Campus — : (033) 31065314 
Dwarka (Del)Campus : (011) 32740933 Bangalore Campus : (080) 31887338 / 7066 Lucknow Campus : (0522) 3113463/64 
Noida Campus: : (011) 32740923/959 Hyderabad Campus : (040) 31071659 / 1654 Pathankot Campus : 09814477474 
Gurgaon Campus: — : (011) 32740964 Kochi Campus : (0484) 3121180-84 Dehradun Campus : (0135) 3106027 
Mumbai Campus : (022) 27573166-69 Visakhapatnam Campus : (040) 31071659/60 Bhopal Campus =: (0755)3133192-94 


Raipur Campus : (0771) 3105210-15 





www.raiuniversity.edu 














| Admission Test | Contact Details telephone | far | Emi} S| West 
Regional College of Management (Director) Prabir Pal 

Orissa JEE — GD-2/12 & 2/13, Chandrashekherpur, Bhubaneswar 751023 ^ 06742301595 0674230042] plprabir@yaho 

Rizvi Institute of Management Studies & Research — (Director) C.G. D'Lima 

CET New Rizvi Educational Complex, Bandra (W), Mumbai 400050 022 26042180 022 26049710 —_rizvimgmt@indiatimes.com ^ — rizvimanagement.com 
RUS Institute of Management (Director/Dean) Krishna K. Havaldar 

MAT/Own Test IIl Block, Koramangla, 17th Main, Bangalore 560034 080 25539648 08025534943 —info@rjsims.org. — dsmsog — 
Rourkela Institute of Management Studies (Director) Sourya Pattnaik 

S.P. Jain Institute of Management & Research (Director/Dean) M.L. Shrikant 

CAT Munshi Nagar, Dadabhai Road, Andheri (W), Mumbai 400058 — 02226230396 — 02226237042  spiicom( 

Satyendra Narayan Sinha Institute of Business Management (Director/Dean) N.P Singh 

















AMA Dhurwa, Ranchi 834004 — 0651 2408907 06512408907  snsibm@rediffmail.com 

School of Communication & Management Studies (no reply) (Director) G.PC. Nayar 

School of Management Sciences (Director/Dean) Mukund Lal 

CA = Hathua Market, Chetganj, Varanasi 221001 0542 2271770 05422271771 (à 

SDM Institute for Management Development (Director) A.K. Rao 

CAT — — — 2254 Vinoba Road, Mysore 570005 08212429722 08212425557  admissionGOsdmimd.net — sdmimd.net. 
Shailesh J. Mehta School of Management (IIT-Bombay) (Director/Dean) Ashok Misra 

JMET — — Mf Bombay, Powai, Mumbai 400076 - 02225722545 02225722872  admissins(?somiitbacin ^ somiitbacin 


Sherwood College of Management (Director/Dean) S.P Singh 
MAT/UPMCAT/CAT Sector 25, Indira Nagar, Lucknow 226016 0522 2716630 ^ 0522 2716526 
SIES College of Management Studies (Director/Dean) A.K. Sen Gupta 

CET (MMS)/Own Test (PGDBA) Plot No. 1E, Sector V, Nerul, Navi Mumbai 400706 022 27708376 022 27708379 s 
Sona School of Technology (Director/Dean) R.S. Sivaram 

MAT/Own Test ^ Thaigarajar Polytechnic Campus, Salem 636005 04272443545 0427 2449174 — sona 
Sri Sringeri Sharda Institute of Management (Director/Dean) M.B. Athreya 

MAT Shankar Vidya Kendra, Paschimi Marg, Vasant Vihar, N Delhi 110057 011 26140597 01126141811  srisim@vsnl.net  srisim.org 
St Joseph's College of Business Administration (Director/Dean) Aveline. R.D'Souza, S.J 

ATMA/XAT/MAT Post Box No. 25003, 18, FM. Cariappa Road, Residency Road, Bangalore 560025 — 0802127765 0802228771  sjbac@vsnl.net —_sjcba.ac. 
Sultan-Ul-Uloom College of Business Administration (Director/Dean) Shahbaz Ahmed 

CET Road No.3, Opp. Times of India, Panjara Hills, Hyderabad 500034 040 23351547 040 23350605 shahbaz- 
Sydenham Institute of Management Studies & Research & Entrepreneurship Education (Director/Dean) S. J. Garcha 
Symbiosis Centre for Management & HRD  (Director/Dean) Prof.M.S. Pillai 

Own Test 15, Pune Infotech Park, Hinjawadi, Pune 411057 020 22934305/06 02022934304 scmhrd@pn2.vsni.net.in  scmhrd.edu 














Management guru C.K. Prahalad was in the first batch of PGDM 
students at IIM-Ahmedabad. The batch had three girls in all but 
only two completed the programme 





TIS N is Ta ETT T libuwvuw st No + 2004 Or 


Campus : The campus, spread 
over 50,000 sq. ft., is ideally 
located in the heart of Delhi. 
Hostel : Well-furnished, the 
hostel provides separate 
accommodation for boys & 
girls, with a library & reading 
room. 


Academic facilities include air- 
conditioned classrooms with 
audio/visual support, high-tech 
computer lab with internet 
facility, well-furnished library, 
conference hall, amphitheatre 
and gymnasium. 


» 





The Faculty consists of dedicated and 
highly-motivated people with great 
industry experience behind them. 
They are aided by a highly-qualified 
visiting faculty. 


The institute offers excellent training 
and placement opportunities in Indian 
and multinational corporations like 
Infosys, Blue Dart, BPL, HCL 
Infosystems, Bisleri, Dabur India Ltd., HDFC Bank, BPL Ltd., CIPL Ltd. Citi Bank, 
Indian Oil Corporation Ltd., Jet Airways, Larsan & Toubro Ltd., Maruti Udyog Ltd., 
Telco, Wipro, Xerox Modi Corp., etc. 





MERI also assists students in getting study loans from banks. 
€  Dedicatedto providing well-structured industry related curriculum. 


@ Emphasis on overall personality development and communication skills 
as a part of the curriculum. 


€  Dualspecialization in IT Marketing, Finance and HRM. 


Other Courses offered MCA, BCA, B.ED. 
MANAGEMENT EDUCATION & RESEARCH INSTITUTE 


Rashtriya 


(Approved by AICTE, Ministry of HRD, Govt. of india 53-54 Institutional Area (opp. D-Block) Janak Puri, New Delh-110 058 


& affiliated to GGS IP University Delhi) 


Ph.: 91-11-25542129, 25544391 Fax : 91-11-25544391 E-mail : meribs@tesws.com 


As of March 2002, India had 840 B-schools which churned out 
65,000 MBAs. Europe had only 338 B-schools. Today, India has over 
900 B-schools. 








| _ Website 
Symbiosis Institute of Business Management (Director/Dean) Arun Mudbidri 
Own Test Senapati Bapat Road, Pune 411004 020 25654626 020 25659499 sibm@vsni.com sibm.edu - 


Symbiosis Institute of International Business (Director/Dean) Rajni Gupte 
Own Test Plot No. 15, Symbiosis Infotech Campus, Infotech Park, MIDC Hinjawadi, Pune 411057 020 22934317 020 22934316 admissions@mail siib.ac.in siib.ac.in 
Symbiosis Institute of Management Studies (Director/Dean) Brig. H. Chukerbuti 


Own Test Range Hills Road, Kirkee, Pune 411020 020 25810823 020 25816007 dirsims@vsni.com sims.edu 
Symbiosis Institute of Telecom Management (Director/Dean) Virendra Kapoor 

Own Test Atur Centre, 1068, Model Colony, Pune 411016 020 25674150 02025675953 info@symbiosistelecom.com — symbiosistelecom.com 
T.A. Pai Management Institute (Director/Dean) D. Nagabrahman 

CAT TA. Pai Management Institute, Manipal 576104 0820 22573162/63  082022570699/622  director&omail.tapmi.org tapmi.org 


Thiagrajar School of Management (Director/Dean) M.R.J Apparao 

ATMA/MAT/TSM —  Pamban, Thirupparankundram, Madurai 625005 0452 2483099 0452 2484099 tsm@md3.vsni.net.in/tsm@tsm.ac.in — tsm.ac.in 
United Institute of Management (Director/Dean) A.K Srivastava 

CAT A-31, UPSIDC, Ind Area, Naini, Allahabad 211010 0532 2686070/90 0532 2687142 unitedad@nde.vsni.net.in ^ unitedcollege.com 
University Business Schoo! (Director and Chairman) Satish Kapoor 

CAT University Business School, Arts Block IIl, Punjab Univ, Chandigarh 0172 2541591 0172 2541591 info@ubschandigarh.org ^ ubschandigarh.org 
Vaikunth Mehta National Institute of Co-operative Management (Director/Dean) Bhagwati prasad 


Own test University Road, Pune 441077 020 25537974 020 25537726 into@vamnicom.com vamnicom.com 
Vellammal College of Management & Computer Studies (Director/Dean) S.N. Soundra Rajan 

MAT Velammal Nagar, Ambattur-Red Hills Road, Chennai 600066 044 26591732 044 26591880 vemes @eth.net vcmcs.com 
Vignana Jyothi Institute of Management (Director/Dean) R.Ravindranath Chowdhury 

MAT Plot No.7, Rd No. 1, West Marredpally, Secundrabad 500026 040 27805778 — 040 27805222 hd2 vjim(ovsnl.com xaviervjim.org 
Visakha Institute for Professional Studies (Principal) S. Ramakrishna Rao 

ICET 7, Jagannadha Raju Nagar, Venkosi Palem, Vizag 530022 0891 2537794 0891 2537793  wipscollege(osatyam.net.in NA 
VMKV Engineering College (Director/Dean) V.R. Rajendran 

Own Test Periya Seeragapadi, Salem 636308 0427 2477540 0427 2477903 sim-vims@sancharnet.in NA 


Vysya Institute of Management Studies (Correspondent-cum-Secretary) Rajendra Prasad 


MAT/Own Test ^ Masinaickenpatti, Ramakrishnapurah, Salem 636103 0427 2240107 0427 2241429 principali vysyacollege.org ^— vysyacollege.org 
Wigan and Leigh College  (Director/Dean) Vinay Pasricha 


Own Test 1001-1005, Ansal Towers, 38, Nehru Place, New Delhi 110019 01151617053 01151617749 = mail@wiganindia.org —  wiganindia.org 
Xavier Institute of Management and Entrepreneurship (Director/Dean) J. Philip 

XAT XIME, Electronics City Phase Il, Hosur Road, Bangalore 560100 080 28528477 080 28528733 xime@xime.org xime.org 
Xavier Institute of Management, Bhubaneswar (Director/Dean) E. Abraham 

XAT Xavier Square, Bhubaneswar 751013 0674 2300688/841 0674 2300995 admisn@ximb.ac.in  ximb.acin - 
Xavier Labour Relations Institute (Director/Dean) PD. Thomas 

XAT PO. No.222, CH Area (East), Jamshedpur 831001 0657 2225506 0657 2227814 pdthomas@xiri.ac.in xiri.ac.in 


Note: While utmost care has been taken to compile this directory, please confirm the test details with the respective institutes. 
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A user's manual to selecting the right global B-school, acing the GMAT, and 
winging it through the rigorous admissions process 











"We Have Been 
Accrediting Since 1919" 


T is like the ISO certification for B-schools. The AACSB accred- 
itation sends out a strong signal to applicants about the quali- 
ty of a global B-school. It is offered by the Association to 
Advance Collegiate Schools of Business (AACSB International), 
a US-based not-for-profit organisation devoted to the promo- 
tion and improvement of higher education in management. 


OHN J. FERNANDES, president and chief executive offi- 

cer of AACSB International, is now keen to increase the 

organisation's focus on taking the accreditation outside 
of the US and Canada. In this interview, Fernandes explains 
the importance of the AACSB accreditation and what it says 
about a B-school. 
Businessworld: How important is the AACSB International 
accreditation for any B-school? How long does the process 
normally take? 
Fernandes: AACSB provides a very strong signal about a 
B-school. It states that the school has successfully complet- 
ed a rigorous review by external peers on standards that 
have been developed and agreed to by the international 
community of business education. The actual accreditation 
review process normally takes two years. The first year of 
the process is a thorough self-evaluation undertaken by the 
institution. In the second year a team of external peer 
reviewers evaluates the school using the self-evaluation 
report the school has prepared and an on-site review. 
Businessworld: What does an AACSB accreditation tell a stu- 
dent about a B-school that has the accreditation? 
Fernandes: When a student sees that a school has AACSB 
accreditation, he or she can be sure that the school has 
made a serious commitment to achieve and maintain high 
quality in its educational programmes. AACSB accredita- 
tion is based on high quality and continuous improvement 
processes. Accreditation indicates that the school has ade- 
quate resources to deliver high quality education, and that 


those resources are organised and managed in such a 
way that the degree programmes meet the rigorous 
peer review standards of AACSB accreditation. 
Businessworid: If a school does not have the accredi- 
tation, what does that mean? How should a prospec- 
tive student evaluate a school that does not have the 
accreditation? 

Fernandes: AACSB accreditation is a voluntary activi- 
ty. If a school does not have the accreditation, it may 
mean that the school has never submitted itself vol- 
untarily for the accreditation review. While many of 
the world's strongest programmes have AACSB 
accreditation to demonstrate their commitment to 
educational quality, some schools do not. Therefore, 
absence of the accreditation conveys very little infor- 
mation. 

Businessworid: When did AACSB first decide to go to 
countries other than the US? How many B-schools has 
it accredited outside the US so far? 

Fernandes: AACSB has been accrediting in the US and 
Canada for many years. We have been accrediting 
since 1919. In 1997, the AACSB board of directors 
agreed to offer our accreditation outside of the US and 
Canada. Currently, 55 schools outside of the US hold 
AACSB accreditation in 22 different countries located 
in Europe, Asia, Australia, the Middle East, and South 
and Central America. 

Businessworld: Now that your organisation accredits 


"When a student sees that a school has AACSB accreditation, he or 
she can he sure that the school has made a serious commitment to 
achieve and maintain high quality in its educational programmes." 


want to get into a detailed comparison ol 
the two processes other than to say tl 
AACSB has been accrediting for a muc! 
longer time (since 1919 vs. 1996) and 
accredits more schools, 466 vs. 64, and si 
the process is a much more establishes 
operation. Also, AACSB accreditation is 
held by schools on a much more wide 
spread basis globally. One way a student 
could compare the two is to visit the web 
sites of the two associations to review the 
list of schools each has accredited 
Having said the above, | want to empha 
sise that | believe that EQUIS is a ven 
good accreditation process, too 

What are your plans foi 
accrediting B-schools in India? Will an 
accreditation mean that they meet globa 
standards in management education 
or will it mean that they are actually glob 
al B-schools with the characteristic: 
global B-schools (like the student diversi 
ty and good research output)? 

While no B-schools fre È 
india have yet achieved AACSB accredi 
tation, two have begun the process. Wi 
have interacted with B-schools from 
India in conferences and meetings ove! 
the years, and our recent workshop in 
Hyderabad has generated much interest 
trom Indian B-schools. We are aware that 
there are excellent B-schools in India. We 
are currently working with some 
them, and are eager to work with othe: 
that wish to pursue AACSB accreditation 
Schools that achieve AACSB accredita 


tion will demonstrate that thev meet 
global standards that have beer 
achieved by schools in manv other cou 


tries of the world. Schools will be able t 
use the accreditation as a signal of thei: 
commitment to quality and improv 
ment in the global B-school enterprise 
Among schools worldwide, the AACS] 
accreditation achievement is a reco; 
nised sign of education at the highes! 
levels. It requires strategic managemen! 
of the resources of the school toward 


accomplishment of the mission of the 





school, preparation of students to pat 


B-schools in Europe as well, how can a student compare the ticipate in the diverse worldwide business activity, quali 

AACSB accreditation against, say, the EQUIS accreditation fied faculty who are active scholars in their disciplin: 

that is already available in Europe? and careful management of the learning proce 
since both AACSB accreditation and EQUIS demonstrate that the school achieves its learning goa 


accreditation evaluate the same phenomenon, quality in Schools that hold AACSB accreditation are proud of thei: 
business education, they have several characteristics in achievement as educational institutions [hey are seen by 
common. There are some distinctive features of the two students, faculty, employers, and supporters as among the 
accreditations in their standards and processes. | would not best providers in the business education community. = 
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ANY MBA hopefuls visit the US Educational 
Foundation in India (USEFI)! in search of 
advice. USEFI did a survey of its members 
(who are now MBA students in the US), and 
gathered information from them as well as 
from other sources to bring you this reality 
check. 


Perception #1 Placement records of US B-schools suggest it 
is easy to get well-paying jobs after MBA 

This is not totally false. However, beware of the numbers, 
cautions Tosheen Makarh, MBA Class of 2003, Babson 
College. Reported numbers (%) may not be entirely accu- 
rate. For example, students not reporting back to the B- 
school surveys do not figure in the final data. Makarh also 
adds that students returning to family businesses are 
counted as having received employment and students who 
are still looking for employment usually do not report back 
and may be out of the data collection. Most of the B-schools 
do not segregate their data by nationality, so the statistics 
sheets reflect the placement of domestic and international 
students as one group and are not country-specific. Also the 
available stats are relevant currently or for the immediate 
past. There is no crystal ball to predict, in absolute terms, 
how the job market is going to be two years from now. 
Geographic differences must also be taken into account 
when comparing the post-MBA pay packets. 

Advice: Use the placement records of universities to get a 
general sense, not an absolute idea of potential MBA 
benefits. 


Perception #2 An MBA degree means the same thing to all 
people 

Individuals choose to do an MBA from the US for a variety of 
reasons. Devika Mehta, MBA Class of 2005, North Eastern 
University chose it because of the practical learning encom- 
passed in the MBA programmes: the use of practical yet fun 
management-games to simulate situations that promote 
learning and the lively discussions revolving around real 
world examples. Atreyi Ray, MBA Class of 2005, Yale School 
of Management, chose to study in the US because of the 
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international recognition of US degrees. Vinay Bhatnagar, 
MBA Class of 2004, Yale School of Management, chose the 
US school to get a flavour of international business, thus 
expanding his own personal canvas for the kind of work that 
he would do in the future. He also sought to benefit from 
experiential learning in an environment where students are 
expected to read a lot and discuss issues, and where faculty 
acts as facilitator and not a teacher, While Makarh went for 
situational learning, Vishva Mohan, felt there was promise 
to learn from US business systems and from exposure to 
diverse student groups. 

Advice: MBA study is good for those who know exactly what 
they are getting into and what they will come out with. 


Perception #3 There is no funding available for MBA study in 
the US 

In general B-schools in the US seem to think, ‘why should 
we give you money to teach you how to make money?’ In 
other words, there is relatively less funding available for 
business programmes than for other graduate pro- 
grammes. Devika Mehta, however, is not all that pes- 
simistic. Funding is readily available to international stu- 
dents, she says, but it depends on the university one is con- 
sidering. Makarh agrees, saying that funding is available but 
one needs to research and pursue it. Plan to arrive about 20 
days in advance of the start of your degree programme and 
shop around. Babson College, he says, has attractive fund- 
ing opportunities. Arvinder Singh, MBA Class of 2001, 
SUNY Buffalo had similar experiences when he looked for 
financial aid. Based on these he advises: 

a) go to the US 2 to 3 weeks before the term begins; 

b) if you want an administrative assistantship, try to 
find out what skills are in demand, such as MS-Access or 
Networking on Windows, PC Hardware maintenance, and 
webskills such as HTML, Photoshop & Front page (he did 
an MCP for Windows before going) 

According to one student, funding is easier to find in 
the second year and relatively difficult in the first year. 
Advice: Funding options vary, and run the gamut from not 
available at all to readily available. It depends on the 
B-school. A wide variety of funding options exist: full or par- 





"tial scholarships; tuition fee waivers; assistantships; loan 
* scholarships; co-ops, and internships. 


Perception #4 One needs to be strong in math to do well in 
B-school 

The MBA curriculum offers a well-balanced, wide variety of 
courses across disciplines. Students in the MBA pro- 
grammes come from all kinds of backgrounds: liberal arts, 
engineering, pharmacy, law, social science, and humani- 
» ties. In general, MBA programmes direct students to think 
logically and analytically, so quantitative skills come in 
handy. Many MBA courses such as accounting and finance 
train you in the use of numbers, and logical and analytical 
concepts, when making business decisions. While students 
with an academic background in math and related fields 
have an edge in an MBA class, lots of liberal arts graduates 
with only a basic exposure to math do just fine. 

Advice: Basic knowledge in math is essential but one need 
” not be exceptionally strong in math. 


Perception #5 | can take admission into a lower ranked 
B-school and after one semester, make my way to a better- 
ranked school. 

B-schools do not generally accept transfer candidates or 
transfer coursework completed at another school. In 
B-schools credit transfers are harder than in other graduate 
departments. It is better to enter one's dream school in the 
first attempt rather than to hope to do so later. Remember, 
the MBA is a huge investment of one's time and money and 
if the move does not make good business sense, it is best 
not to take it. 

Advice: Make sure you apply only to those schools you 
would really like to join. 


Perception #6 B-schools encourage cut-throat competition 
and only very competitive people can succeed in an MBA 
programme 

The MBA is an academically rigorous and intense pro- 
gramme fit for highly competitive individuals. At the same 
time, MBA study is largely group-oriented, which means col- 
laborative skills are equally important to achieve success in 
these programmes. B-schools are perfect for individuals who 
try hard to achieve their goals and be successful but they do 
not encourage any-which-way go-getters. 

Advice: Each B-school prides itself on its distinct culture 
ranging from highly competitive to highly collaborative. It is 
important for prospective MBA applicants to talk to current 
students and alumni of the school before deciding to apply 
to a programme. 


Perception #7 B-schools in the US don't admit students who 
already have an MBA degree 

In a limited sense, this statement is true. The MBA is a gen- 
"eralist programme so it does not make sense to repeat it. 
"Jeffrey Garten, dean, Yale School of Management, believes 
that, "if someone has done a similar course, particularly the 
core curriculum, the value of the Yale MBA gets dimin- 
ished." But different students have different reasons to pur- 





sue a second MBA. For instance, the desire to pursue an 
international assignment. According to Anjani Jain, vice 
dean, Wharton School, students whose original MBA was 
circumscribed by limited exposure to the business world 
and those who desire a global degree can go for a second 
MBA. Note that it is important to clearly articulate the 
rationale behind the decision to do an additional MBA. It 
would be difficult to defend one's application with vague 
rationale such as, ‘I want international exposure." 

Advice: B-schools do admit students who have already 
done an MBA. But your reasons for doing the second MBA 
have to be clearly articulated. 


Perception #8 Rankings are very important in selecting 
B-schools 

According to B. Kembrel Jones, director of MBA programmes, 
Goizueta Business School, Emory University, each pro 
gramme has a distinctive personality and it is important for 
applicants to visit the campus if possible, or at least talk to a 
number of current students. The issue of a 'fit between the 





applicant and the school is more critical than the rank of the 
school. According to Jain of Wharton, rankings and other sur- 
veys can be useful for observing academic trends and relative 
differences among schools. Dennis Draper, dean of Marshall 
Business School, agrees that rankings are one of the impor 

tant sources of information but should not become more 
important than the applicants own analysis of the pro 

gramme content and how the programme and the school fit 
his/her individual objectives. 

Advice: Rankings are certainly important to develop an 
understanding of strengths and weaknesses of each MBA 
programme, but MBA applicants must not base their deci 

sions solely on rankings. 


Perception #9 Only business-related work experience is con 
sidered for admission to B-schools in the US 
That's not true at all. While business-related work experience 
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prepares students well for MBA study, top B-schools seek 
candidates from diverse professional backgrounds. Wharton, 
according to Jain, admits students from a variety of indus- 
tries and business sectors ranging from the government to 
non-profit arenas in order to enhance the MBA learning 
environment. Derrick Bolton, Stanford Graduate School of 
Business, echoes similar views. Stanford draws students from 
non-profit organisations, multinational companies, family 
businesses, entrepreneurial ventures and the public sector. 
The name and structure of the organisation does matter to 
an extent but more important is the impact the applicant 
made in the workplace and the applicant's career progres- 
sion. Vishwa Mohan, MBA Class of 2005, Mendoza College of 
Business, University of Notre Dame, agrees. A student body is 
truly diverse in terms of cultural, educational and profes- 
sional backgrounds. One finds engineers, economists, poets, 
musicians and athletes in the same MBA class offering a 
diverse set of view points that enrich group discussions. 
Advice: All work experience is important. It is the quality of 
the work experience, say as the head of a team, is what you 
should focus on. 


Perception #10 American MBA students are not as hard- 
working as the Indian students 

Don't underestimate the Americans, cautions Tosheen 
Makarh. They may not be hard-working in an Indian sense 
of the term but they are well trained in team work and pos- 
sess excellent inter-personal communication skills. Bal 
Shukla, class of 2005, Yale says, “people work really very 
hard and there is no family cushion as there is in the Indian 
setting. The survival of the fittest shows itself in its true 
sense and the fittest use a complex set of networking, dis- 
cussions, etc., to arrive at the right formula for success.” 
Mohan cautions Indian students to be aware of what they 
are getting in to. He adds, “courses are not a cakewalk and 
you are pitted against the toughest competition.” Kunal 
Sahgal, class of 2004, Goizueta Business School, Emory 
University opines, “Asian students are brighter and smarter 
than most Americans but they lose out on time manage- 
ment. For Indians, it is hard to let go and leave something 
out. This is the most challenging part of a foreign MBA — 
choosing among multiple tasks.” Adds Sachin Dixit, class of 
2004, Simon School, University of Rochester, “junk the 
notion that Americans have lower IQs than Indians. We 
have good quantitative skills but the American education 
system gives greater exposure to economics and they make 
up for lower quant skills in other areas.” 

Advice: Don't slack off at any time during the programme, 
either when it comes to academics or career management. 


Perception #11 Essays by professional writers will clinch my 
admission to top schools 

This is absolutely a myth. Bolton has this advice for students: 
"Think of your essays as conversations on paper and tell us 
your story in a straight forward and sincere way. Professional 
writers can never convincingly tell a story of another individ- 
ual nor can they portray the philosophy, ambition, and goals 
of the individuals." 
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Advice: B-school applicants must remember that admissio 
people do not review their essays in isolation. The essays 2 
assessed taking in to account all other information contain: 
the applicants file. If the essay does not match with the oth 
information, the applicant stands exposed. It is, howev 
advisable to have one's essay critiqued by faculty, profe 
sionals, and also by professional critics if one can afford t 
expense. 


Perception *12 Unique life experiences can get you into 
B-school 

This is a well-intentioned but misguided advice. ‘Unique’ 
a relative term and one can judge the uniqueness of on 
experience only when one knows what one is competi) 
against. That information is not available to applicants 
the time of application. Also ‘unique’ experiences ther 
selves do not help an applicant stand out among oth 
applicants. It is how these experiences changed or rei 
forced one’s perspectives in life that makes one unique. 
Advice: Articulate in the essays and personal intervie 
how your unique experiences have changed your perce 
tions, made you a better team player, etc. 


Perception #13 Work experience is a must for admission 

US B-schools 

Yes. For most B-schools, work experience is a critical fact 
in the evaluation of B-school applications and admissio 
decisions. Top B-schools in the U.S. require an average 

four to five years of work experience. B-schools firm 
believe, for an applied programme like MBA, students lea 
from and contribute to the programme better when th 
have a base of professional experience to build upon. Su: 
candidates tend to possess teamwork and interpersor 
communication skills. It is not only the length of work exp 
rience but also the demonstration of leadership and ma 
agement potential in the prior job that weighs heavily 

favour of admission. Other factors admissions officers lo: 
keenly at are the individual's progression in the job a1 
expansion of skill sets. At Wharton, fewer than 2% of adm 
ted students have less than two years of professional wo 
experience. According to vice dean Safwan Masri, Columk 
Business School admits each year a few students with 1i 
post-graduate work experience. Marshall School, USC ev: 
uates applications to determine if Marshall is a best fit f 
the individual and if the time is right. Stanford GSB encot 
ages applications from college seniors also but these app 
cants must present superior academic credentials and e 
dence of leadership through extracurricular and commur 
ty activities. 

Advice: You can increase your chances of acceptance 

most schools if you have at least two years of work expe: 
ence — business or otherwise. 8 


Vijaya Khandavilli is an educational advisor at USEFI 
' USEFI conducts free basic information sessions once a week. For furtt 


information about USEFI and its programmes, please visit www.fulbrig! 
india.org 
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n the summer of 2001 I started evaluating B-schools around 
the world. Having worked for Citigroup for over four years in 
Geneva, London and New York, I felt it was the right time to 
do an MBA. Since I had worked in international cities in a 
multicultural organisation, I wanted a school with interna- 
tional diversity. I was also looking for an environment where 
students could co-operate and participate in each other's 


learning and development. | finally chose the London 
Business School after visiting several top schools in the US 
and Europe. 

The diversity at the school is amazing — my class has 
over 70 nationalities with no single nationality making up 
more than 25% of the class (See ‘Regional Breakdown’). This 
diversity in both the students and the faculty, makes for an 
excellent learning opportunity. My study group has stu- 
dents from countries as diverse as Ghana, India, Belgium, 
the UK, Israel, Chile and the US. The fact that none of us has 
worked in the same industry has proved critical in ensuring 
that all of us have a varied learning experience. 

Our faculty is ranked amongst the best in the world. We 
get an opportunity to study from professors who are widely 
published and come up with cutting-edge ideas. Talking 
about faculty, UK Research Assessment Exercises rated the 
London Business School at the top with a six-star research 
'rating. Professors like Elroy Dimson, Narayan Naik, Saul 
Estrin and Rob Goffee are well-respected researchers and 
good lecturers. They bring industry expertise to the class- 
room through their frequent interactions with businesses 
around the world. And who can forget marketing guru 
Sumantra Ghoshal, who passed away recently? ( Their biog- 
raphies and research papers can be found at 
http://www.london.edu/faculty research /). 

Projects — like the Shadowing Project, which is unique 
to the school — are a great way to understand an industry 
that you might not know much about and to build on net- 
works. | got an opportunity to ‘shadow’ an entrepreneur 
who has set up a boutique investment bank focussed on 
cross-border mergers and acquisitions. 

These projects can be an awesome experience. As 
V.V. Ramakant of the class of 2004 puts it: "My project teams 
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had no more than two people from the same 
continent; wry British wit transformed mort- 
gage finance into a tale where boy-woos-girl- 
and-buys-home; and Spanish exuberance came 
up against Chinese perseverance.” 

Being in one of the world’s most exciting 
cities is a key to learning and success. London is 
home to the highest concentration of global 
business around the world; it has more US 
banks than New York and more Japanese banks 
that Tokyo! Top business and political leaders 
come to our campus and give guest lectures. 
Being so close to businesses gives us a unique 
edge in creating opportunities. 

The Indian community at the London 
Business School is an integral part of the school. 
With approximately 5% of each class compris- 
ing Indians, the school has a strong Indian flavour. ‘Indian 
Mafia’, as we are popularly known within the school, is one 
of the strongest networks within the school. The school's 
India Club is very active and is a key support network avail- 
able from the time one gets admission. Soon after | got 
admission, I got a detailed guide on everything that I need- 
ed to know about life here — from finding accommodation 
to the right kind clothes to carry. 

Right at the beginning of the school year, the club 
organises an orientation for the new desi students. In some 
ways, for most of us this group becomes our extended fam- 
ily for two years and beyond. I still recall how seniors gave 
us advice — ranging from good restaurants to class notes to 
refining our CVs. Without this kind of support, I doubt if I 
would have been able to get through the rigours of the first 
term of the MBA! 











(Above) Diversity in the classroom; 
Prateek in action at the Diwali party 





REGIONAL BREAKDOWN (MBA CLASS OF 2005) 


Africa & Middle East 6% 
Asia — ^ 19% 
Australia/New Zealand 3% 
Central/South America 10% 
Europe 25% 


North America pa 


With a high cost of doing an MBA, the key aim for most 
of us is to ensure we get our dream jobs. It is here that the 
strong Indian alumni network at the London Business 
School comes into play. Indian alumni are placed in all the 
top banks, consulting companies and industry recruiters in 
London. The opportunity to network and meet with so 
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many Indian alumni gives us a unique edge compared t 
others when it comes to finding the right jobs. Even though 
the market has been really tough recently, all my Indian 
classmates found summer jobs of their choice in compa 
nies like McKinsey, AT Kearney, Morgan Stanley, Merrill 
Lynch, International Finance Corporation, Credit Suiss« 
Booz Allen Hamilton, American Express and Motorola. 

One of the career services directors once told me: "1 
am not worried about Indian students finding the right 
job because you have such a strong Indian alumni net 
work that supports and guides you." The statistics from 
my class of 2004 prove the success of Indian students 

Last year, the India Club also organised the India 
Business Forum, a confluence of students, academics, fin- 
anciers, and business leaders to discuss and debate busi 
ness issues relating to India and the opportunities that it 
presents. Organised in partnership with the Confederation 
of Indian Industry, we had leading industrialists like 
N.R. Narayana Murthy, Rahul Bajaj and Sunil Mittal talk 
about the India advantage. This was a wonderful opportu 
nity for us to interact with Indian business leaders 

The India Club is very active. The Diwali party with 
fireworks, Indian décor, food and music — is the most pop- 
ular event on campus. Regular events like Samosa and 
Bollywood nights ensure that you don't feel homesick. So 
we recently had a screening of Bend It Like Beckham and 
Kal Ho Na Ho. 

For those interested in cricket, "alongside the excep- 
tional learning and career opportunities, one should also 
remember that the Lord's Cricket Ground is a short walk 
away from the School and our cricket team actually holds 
nets at Lords!" says Shantanu Lodh, a student of the batch 
of 2004. Not surprisingly, all students voted the India Club 
as the best cultural club on campus 

"Cutting-edge theory, probing questions on India and 
Pakistan, and the Thursday beer bash. That's what the 
school is to me," says Ramakant. And as another Indian stu 
dent Senthil Kumar puts it: "London Business School has 
the potential to alter your view of the world!" 

From an Indian perspective, most of my classmates 
came to the London Business School because of the diver 
sity, a strong Indian network, top-class faculty and the 
camaraderie. With the UK liberalising labour laws, most 
MBA students qualify for the Highly Skilled Migrant 
Programme work permit that is available even without a 
sponsor company. Also, unlike in the US, spouses of full 
time students in the UK get an automatic right to work. 

The last year-and-a-half have re-affirmed my faith in 
the school. I have had an extremely enriching and challeng 
ing time here. The camaraderie has ensured that | have 
numerous lifelong friends. LBS is surely one of the best 
places for an Indian to go for an MBA. m 





Prateek Sharma is from the 2004 batch of London Business School. He did 
his B.Com. (Hons) from Delhi University in 1997 and has worked with 
Citigroup in Geneva, London and New York. Prateek did his summer inter 

ship at Morgan Stanley and will be joining them after graduation. You cat 


email him at Psharma.mba2004@london.edu 
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Businessworld: Most schools send out a 

strong message that only students who share 

their core values have a chance of getting 
admission. What are your B-school's core 
values? 

Jain: The Kellogg School maintains a strong 
focus on the fundamentals of management concepts, 
including skills for solving business problems and an 
emphasis on strategic thinking. It is also critical to have 
the ability to evolve quickly to meet current market 
demands and I believe that adaptability is one of the key 
strengths of the Kellogg School of Management. We con- 
tinually evaluate the curriculum by involving students, 
corporate leaders, alumni, faculty and recruiters in identi- 
fying current and future market needs. Through this 
process the Kellogg School ensures that its programmes 
remain rigorous and relevant. 

The Kellogg School is also known for its culture of inclu- 
siveness, diversity, care, mutual respect and trust and we 
seek students who can excel in this environment. This team 
culture allows for a collaborative spirit between faculty, 
staff, students, corporate partners, recruiters and alumni. 
The team environment created at the Kellogg School mir- 
rors that which students might find in the business world. 
Businessworld: What would you say is the most compelling 
reason for international applicants to join Kellogg? 

Jain: Kellogg is an international school that attracts stu- 
dents from around the globe due to its team-oriented envi- 
ronment and the diversity of people and thought, which 
merge together to form our distinctive culture. We have an 
excellent international alumni base with more than 30 
alumni clubs located outside of the U.S in six continents. 
Businessworld: Would you recommend that candidates look 
at the rankings brought out by publications like 
BusinessWeek and WSJ before settling on a B-school? 

Jain: Rankings are simply one measure of success, and they 
are weighed accordingly. Prospective students can utilise the 
various rankings to help them create a short list of B-schools 
that appear to be a good fit for the individual. However, rank- 
ings alone are not an effective way to measure the value of a 






"The Kellogg School maintains a strong focus on the fundamentals of 
management concepts, including skills for solving business problems 
and an emphasis on strategic thinking." 


Located in the Chicago suburb of Evanston, 
Illinois, Northwestern University opened its 
School of Commerce in 1908 as an evening 
programme for the Chicago area business 
professionals. In early 1979, Helen and John 


L. Kellogg made a gift of $10 million to the 
school. In honour of this generosity, the 
school was renamed the Kellogg Graduate 
School of Management. An interview with 
dean Dipak C. Jain. 





school. At Kellogg, we place emphasis on the student experi- 
ence, on our curriculum, and on our commitment to our 
partners — corporate, faculty and alumni. 

To gain a comprehensive picture of everything that the 
Kellogg School offers and of our unique culture, I strongly 
recommend meeting us. Attend one of our off-campus 
receptions that are held in various cities throughout the 
United States and worldwide. Most events allow candidates 
to meet with both an admissions representative and Kellogg 
alumni. Secondly, 1 also encourage prospective students to 
visit the Kellogg campus. Visitors can engage the Kellogg 
community: observe classes, meet current students and 
attend an information session conducted by an admissions 
officer. 

Businessworld: Most schools want to offer a ‘global’ MBA 
programme. To your mind, what are possibly the two or 
three things that make Kellogg's programme truly global? 
Jain: International students comprise one third of the 
diverse Kellogg School MBA student body, approximately a 
quarter of our full-time faculty members are also non-U.S. 
citizens and more than half of the students in our Executive 
Education general management courses are from outside of 
the United States. Likewise, approximately 5,000 of our 
alumni are international residents. 

Last year, nearly half of our first year MBA students par- 
ticipated in the Global Initiatives in Management pro- 
gramme which includes classroom instruction followed by 
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field research abroad. Students travel 
throughout the world and meet with corporate executives 


and government officials to complete their study. From its 


two weeks of 


inception in 1989, this programme has grown to become a 
cornerstone of the Kellogg experience for many students. 

The Kellogg School also maintains global strategic 
alliances and joint degree International Executive MBA pro- 
grammes in Asia, Europe, the Middle East and Canada. In 
addition, Kellogg has international alliances with leading 
schools in Asia. 

: Do vou want Kellogg to be known as a B- 
school that offers a general management programme. Or, 
would you like Kellogg to be known for its strength in par- 
ticular concentrations/ specialisations? 

: Year after year, the most popular areas of study among 
Kellogg students are finance, marketing, entrepreneurship, 
management, and strategy — this range of interest from our 
MBA students really speaks volumes for the strength of our 
academic programmes. 





[he Kellogg curriculum focuses on broad-based mai 
agement education that prevents our students from bein; 
tied to one single industry. Our students are recruited b 
cross-section of industries including investment bankini 
technology, pharmaceutical, consulting, consumer paci 
aged goods and manufacturing. Kellogg graduates tend t: 
fare well as they are suited for a diverse range of industrie: 


: Is there any part of the application — essays 
recos, resumes, GMAT scores — that is given more weight 
the case of international students? 

[he short answer is no. Admission to the Kellogg 


School of Management is highly competitive. This vear, fot 
the two-year MBA programme, Kellogg received approxi 
mately 6000 applications for about 600 full-time slots 
Many factors are considered before an applicant is granted 
admission to the school including test scores, academi 
background, essays, extra-curricular activities, a persona 


interview focused on career progress, career goals and lead 


ership potential 


: Does Kellogg admit 


candidates without work experi 
ence? 

. Kellogg does not admit candi 
dates without work experience, We 
view our students as co-creators ol 
knowledge and their prior real 
world work experience is one of th 
key ingredients that makes the pro 
gramme relevant and meaningful 
Kellogg students discuss and debat 
research with faculty and learn how 
it applies to the world outside the 
Kellogg School's doors 

How important is 
an interview in the admissions 
process: 

; We recommend that all appli 
cants request an on- or off-campus 
interview. 

: Are 16 years of edu 
cation mandatory for admission t 
Kellogg? 

: We are familiar with various 
international educational 
that 


undergraduate programmes are the 


systems 


and recognise three-year 
norm in manv UK-based 
Manv of out 


applicants from India have als: 


countries 
as well as in India 
completed a 16th year of educatio: 
in a masters programme or some 
equivalent course work. e 


The Seven-step 


As | began applying to B-schools in the US, 

| was told that the application process was 

the most stressful part, and once that was 

complete | could sit back and relax. But I 
soon learned otherwise. Making the final selection of the 
right school to attend was far more complicated than the 
application process itself. All the schools had fantastic 
brochures — and all claimed to have the best faculty, the 
brightest students and the most challenging learning envi- 
ronment. It was a tough call. | spoke to counsellors, col- 
leagues, friends, professors and family in an attempt to 
reach the best decision. I learned a lot from those discus- 
sions, but now, having recently completed my MBA, I have 
come to realise the importance of other non-traditional fac- 
tors that applicants often overlook when making their final 
school selection. I would like to share some of these factors 
with you. 


9 
[he rankings chart no doubt gives you a first general idea of 
the top B-schools, but that is all that you should take away 
from it 





a general idea. Be wary of choosing a B-school 
solely on the basis of its ranking. A top-10 school does not 
guarantee that it will attract all the best companies for 
placements. It is more important to be sure of the career 
you want to pursue after your MBA and pick a school that is 
well-known in that field. 

There are a number of schools that are not very highly 
ranked and yet seem to attract the best companies from 
select industries. This could be due to a number of reasons: 
the school might have a very strong academic base in the 
relevant department, it might have good relations with 
companies in that industry, or its location might be in the 
vicinity of the company’s operations. For example, if you are 
interested in banking/consulting you might want to consid- 
er a school on the East Coast; for manufacturing, look at the 
Mid-West; and for technology, the West Coast. 

| am not saying that the brand name of the school is not 
important — I am just raising a red flag so that you don't 





ignore a school simply because it does not get a high rank. 
It could turn out to be the best choice for the career you 
want to pursue. 


e 

Some B-schools boast of an incoming class of 500-600 stu- 
dents, while others boast of a class of only 200 students. 
Deciding between a big and small school involves a few 
trade-offs. Larger schools mean a larger number of students 
graduating every year, which translates into a larger body of 
alumni network that you can tap into. Smaller schools usu- 
ally mean a more intimate class setting, and stronger bonds 
between the students and professors. So, although the 
alumni network is not as large as in the case of a big school, 





it is usually more tight-knit. 

Another factor to consider when determining the size of 
the alumni network, is the age of the programme: the older 
the B-school, the larger the alumni network. Apart from 
considering the alumni association of the B-school, also 
look into the alumni association of the entire university. 


0 Commitment Of The Alumni 

The size of the alumni network is not the only thing that 
counts — you need to determine how involved they are 
with their alma mater. Do they re-visit the school often to 
give guest lectures? Do they help with career workshops? 
Do they encourage their companies to recruit on campus? 
Are they responsive if you write to them? The best way to 
learn about the commitment of the alumni is by talking to 
current students. 


0 Diversity Of The Student Body 

Judging from my experiences in class, I learned almost as 
much from my classmates as from my professors. And the 
more diverse the student body, the steeper the learning 
curve. By diversity, | don't mean just demographically, | 
also mean diversity in work experiences and interests. It is 
very interesting to see how professional hockey players 
apply the same strategy concepts to their game that invest- 
ment bankers apply to mergers and acquisitions. In order 
to judge the diversity of the student body at a school, it 
might be a good idea to preview some of the resumes of 
current students in that school. (These are sometimes 
available on the school's website or on specific request 
from the school.) 
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@ Two-year Versus One-year Programme 

A two-year programme is highly recommended for students 
who are either not sure of what career they want to pursue 
after their MBA, or for those who are interested in switching 
careers after their MBA. This is because a two-year pro 

gramme gives a student the flexibility to take maximum 
number of courses, so that he can eventually make a more 
informed decision about his career. And most importantly, 
a student gets an opportunity to experiment with a new 
career during the three-month internship period. If at the 
end of the internship, he decides that the career is not for 
him, he can pursue another track after he graduates. In my 
class, there were ex-musicians testing the waters with ven 

ture capital, and ex-teachers experimenting with invest- 
ment banking during their internships. 

In the case of a one-year programme, the prime benefits 
are the savings in cost and time. 

It is an accelerated programme, and generally does not 
involve an internship period. It is well-suited to a profes- 
sional who perhaps already has a master's degree, and is not 
interested in changing his career after his MBA. This type of 
student is usually not interested in exploring additional 
courses nor does he gain too much value from the intern 
ship period (of course, an internship in a two-vear pro- 
gramme is also useful as it can be converted into a job 
later). 


9 Culture Matters 

Most schools in America have a distinct culture that they 
are proud of, and they are always trying to determine if you 
will fit into their culture. There are schools that are highh 
competitive, and then there are schools that are highly col 

laborative. The school builds everything right from its 
grading system to its student interaction — around this cul 

ture. You should determine the kind of environment in 
which you will thrive, and select your school accordingly. 
The way to learn about a school's culture is not by browsing 
the website, nor by analysing the brochure. You should 
instead talk to current students, faculty, and alumni and try 
to visit the school. 


@ Ability To Take Classes Across Different Schools 

A university runs many different schools — one of which is 
the B-school. Some B-schools allow you to take classes fo! 
credit across the university: the Law School, the School of 
Architecture, the School of Environmental Studies, etc. This 
is a great opportunity to broaden your horizons, and deve! 

op specific skills to target niche recruiters. 

The list of factors that I have provided above is not 
exhaustive — but instead they complement the usual fa« 
tors that you should consider when reviewing a B-school. | 
hope that you are now better prepared to make your final 
decision. m 





Poojha Daryanani was an MBA student and Admissions Interviewer at the 
Yale School of Management, Class of 2003. She now runs Global 
EduVision, an education consulting organisation in Bombay. She can be 


contacted at poojha&globaleduvision.com for further information 


HIVCINMLVVUDIDDI D mone OF 





“Indian Students Share 
Viewpoints A| Future 
Leaders Need To Hear” 


Director Ernest Carroll Moore proposed in 1917 that the 
school become the first branch of the Berkeley-based 
University of California. And by 1927 the ‘Southern 
Branch’ of the University of California had earned its new 
name: University of California at Los Angeles. Today, the 
Anderson School at UCLA ranks among the world's pre- 
eminent B-schools. An interview with associate director 
(MBA admissions) Craig Hubbell. 


Businessworld: Do you believe Indian stu- 
dents bring a unique perspective to UCLA? 
Does their work experience in India add sub- 
stantially to the classroom experience? 
Hubbell: Indian students bring a vital per- 
spective to the entire UCLA MBA class. As rep- 
resentatives of the South Asia region and a burgeoning econ- 
omy in particular, they help to teach fellow students about 
the opportunities and challenges involved in establishing 
links with a key part of the world. Whether the discussion is 
about trends in ‘offshoring’ services, government economic 
regulations, or the potential of the ‘Indian tiger’ vs. the 
‘Chinese dragon’, our Indian students share viewpoints that 
all future business leaders need to hear. 
Businessworld: Do most international students come to 
UCLA to specialise in the entrepreneurship programme? 
Hubbell: While entrepreneurial studies are indeed a 
strength of the UCLA Anderson programme, over 80% of 
our students concentrate on traditional MBA fields such as 
finance, marketing, strategy, human resources, etc. The 
spirit of entrepreneurship, though, pervades every corner 
of the school. Even if students aim to be ‘intrapreneurs, 
working as leaders within an established organisation, they 
still need the kind of innovative spirit, opportunity focus, 
and speedy analysis skills that all successful entrepreneurs 


possess. So all of our students, including international citi- 
zens, receive intense entrepreneurial training while devel- 
oping deeper specialisations within whatever management 
field interests them most. 

Bustnessworld: How does UCLA make the most of its loca- 
tion in the media and entertainment centre of the world? 
Hubbel: No industry values personal connections more 
highly than media/entertainment, so there is no better way 
to springboard into that field than to spend two years in its 
world capital. Extensive links between UCLA Anderson and 
the surrounding business community ensure that students 
have constant opportunities to learn from industry leaders, 
conduct study projects, and serve internships that provide 
direct industry insight and exposure. The critical mass of 
Anderson alumni in decision-making roles within media 
firms is also vital, as they provide a ready resource for cur- 
rent students seeking to network their way into summer 
jobs and permanent positions in headquarters or interna- 
tional postings. 

Businessworld: Do you think an Indian who has done an 
MBA from a premier institute in India can still benefit from 
your two-year full-time programme? 

Hubbell: Actually, University of California regulations pre- 
clude those who already hold an MBA degree from 
enrolling in our programme. However, holders of a PGDM 











diploma are certainly welcome to apply. In fact, we look 
favourably upon the powerful combination of an under- 
graduate degree in fields like engineering or commerce, 
plus additional training like what a PGDM or other such 
programmes provide. 
Businessworld: Most schools want to offer a ‘global’ MBA 
programme, To your mind, what are possibly the two or 
- three things that make the UCLA programme truly global? 


Hubbell: Other schools may have higher raw numbers of 


international students, but few share the intimate nature 
and maximum exposure that UCLA Anderson features for all 
its scholars. Having only 330 students divided up into dif- 
ferent classes ensures that voices from around the world are 
clearly heard. We stress the leadership that each student 
must show by representing his or her home country. 
Moreover, UCLA also offers specific programmes to learn 
about global management including our Advanced 
International Management (AIM) programme, which entails 









Anderson 


coursework, exchange experiences, and practi 
cal training abroad. In addition, we have over 
40 exchange programmes with other top MBA 
schools around the world (including the Indian 
Institute of Management in Bangalore), and 
almost 2096 of our students participate in an 
exchange programme during their MBA years 
Their fresh international experience is shared 
back here for the benefit of all — to say nothing 
of the input from the additional international 
students we get in exchange from othe 
schools! 

Businessworld: Is there any part of the applica 
tion — essays, recos, resumes, GMAT scores 
that is given more weightage in the case ol 
international students? 

Hubbell: All applicants are evaluated on the 
same criteria no matter what their background 
may be. We review the entire package to look 
for strong points that can offset any weaker 
areas, always seeking to find the distinctive 
attributes that each candidate can contribute 
to the class 


demics, effective leadership, consistent career 


In general, we look for solid aca 


progression, and compelling future goals, in 
order to feel certain that the candidate will be a 
dynamic achiever and contributor during the 
MBA vears and beyond 

true that US 
look for a higher GMAT score when it comes to 
Indian candidates? 

Hubbell: Speaking just for UCLA Anderson, we 
do look for strong GMAT scores in order to 


Businessworld: Is it B-schools 


help gauge a candidate's academic potential. But we also 
carefully consider undergraduate performance in evaluat 
ing academics. And anyway this is just a part of the overall 
package we review in estimating the person's potential both 
as an MBA student and as a future business leader 
Businessworld: Have you found any particular strengths 
and weaknesses as far as most applicants from India are 
concerned? 

Hubbelt: Indian applicants vary widely as do applicants from 
all countries, and we prefer to admit those who have the 
strongest overall consistent profiles. Successful applicants 
often distinguish themselves through leadership activities in 
their schools and communities, and this character is reflect 
ed in their solid career progression as well. Those who have 
done their homework to be able to highlight what makes 
them distinctive, how the MBA is vital to reach their goal: 
and why our programme in particular is appealing, are those 
who are most compelling to the admissions committee 











"We look favourably upon the combination of an undergraduate 
degree in fields like engineering or commerce, plus additional train- 
ing like what a PGDM or other such programmes provide.” 








“Successful applicants often distinguish themselves through leader- 
ship activities in their schools and communities, and this character 
is reflected in their solid career progression as well.” 


Businessworld: Which deadline — first, second, third, late 
round — should an international student ideally shoot for? 
Hubbell: The general rule is ‘the earlier the better’ since our 
policy of rolling admissions means we fill the class as we 
find great candidates. Those who wait until later admission 
rounds risk missing out due to lack of space, even if they are 
supremely qualified. We do admit applicants from all 
rounds, but the competition for spots gets tougher as time 
goes on. So those who submit their applications early are 





competing on their own merits without the added variable 
of the number of seats already occupied. 

Businessworld: What is the kind of work experience that you 
value most? Which are the opportunities and challenges a 
prospective student must actively seek? Does UCLA admit 
candidates without work experience? 

Hubbell: We always evaluate work experience in the context 
of the industry and the length of time served, so we do not 
expect fresh graduates to have become top managers 
overnight. Yet we look for candidates who have performed 
in a distinctive way, making the most of all their opportuni- 
ties to show their management potential by structuring 


activities, leading others, developing and implementin; 
innovative solutions, and generally taking on more respon 
sibility over time. Management potential can thus bi 
demonstrated in a variety of ways, and in a wide range o 
fields including school life. While we do admit some candi 
dates straight out of university if they have significant aca 
demic and extra-curricular accomplishments, most suc 
cessful applicants have a growing record of professiona 
achievement that shows their potential and allows stron; 
contributions in and out of the UCLA classroom. 
Businessworld: How important is an interview in thi 
admissions process? Do you hold any interviews in India? 
Hubbell: We do conduct some interviews in India to helj 
determine if a candidate's personality and communicatio! 
skills are consistent with what we see in the paper applica 
tion. But the interview is primarily just supposed to be ; 
casual conversation — a chance for the applicant to expres 
some passions, and also to ask questions as the term 'inter 
view' implies. In fact, we can make most admissions deci 
sions based on the information our comprehensive appli 
cation elicits, and the interview (if available) is just th: 
flavourful icing on the cake. 

Businessworld: Are 16 years of education mandatory fo 
admission to UCLA? 

Hubbell: As the official terminology on the UCLA Anderso! 
School website says (http://www.anderson.ucla.edu/pro 
grams/mba/apply/index.html#academic): Holders of | 
three-year bachelor’s degree (Bachelor of Arts or Science 
must also have completed a masters degree or Pos 
Graduate Diploma in Management (PGDM) and bee! 
placed in the first class or second class upper divisior 
Professional association memberships are not acceptable ii 
lieu of the master's degree. Holders of four-year bachelor 
degrees (e.g., in engineering, architecture, or technology 
must have been placed in the first class. Questions on thes 
requirements should be directed to UCLA Anderson's MB, 
admissions office at: mba.admissions@anderson.ucla.edu 
Businessworld: And finally, any tips specifically for India) 
candidates? 

Hubbell: Please do your homework; determine which B 
school is right for you and your goals; then make a stron 
case for your potential contribution to that programme 
Presenting a compelling vision of your future is key, eve! 
though you have the right to shift or polish this vision durin 
the time of exploration that the MBA represents. What i 
most important in the application is to show that you hav 
cultivated the comprehensive personal and professione 
skills needed to succeed in an MBA programme, and that yo! 
are ready to transform yourself into someone even mor 
amazing with the specific programmes offered by the schoc 
of your choice. Good luck! es 





Getting The 


Out Of Your MBA 


EFORE I started writing this article, I tried to 
P | replay the whole MBA experience in my head. 
E. Basically, the experience can be divided into 
T x four groups: peer experience, faculty experi- 
8E o ence, in-class experience and alumni experi- 
ence. Without hesitation, | can say that the 
most memorable times I had during the two years at 
Chicago GSB were those spent making new friends, work- 
ing with people from diverse backgrounds (educational, 
cultural and work) and sharing each other's experiences. 

Fellow students are the best resource when you need to 
make important decisions — which courses to take, which 
firms to apply to for a summer internship, where one 
should live after moving to a new city, etc. While most of the 
students are your age group, they may already have worked 
in the firm that you plan to join. A candid opinion of the 
culture and people at that firm can be very important in 
addition to the information one may have already gathered 
from interviews, recruitment offices and glossy brochures. 
The time spent with peers in classrooms and libraries while 
studying for tests and preparing presentations is invalu- 
able. Sometimes such meetings can be very taxing in terms 
of compatibility and egos. However, all the experiences are 
useful, meaningful and educational, even if indirectly. 
Mechanics of deliberations, negotiation skills and the 
knack of influencing people are talents that are learned 
rather than taught. 

Finally, the weekends spent with classmates in restau- 
rants and bars, the birthdays celebrated with peers and 
their spouses, are when the bonds are strengthened. Even 
after graduating, I have been in touch with all the friends I 
made in Chicago. Last year when my wife and I visited the 
US for the first time after my graduation, we spent 40 days 
there, and still could not meet all our friends! 

Extra-curricular activities such as theatre, community 
service, mentoring, teaching assistantships and outdoor 
workshops are forums for getting to know your classmates. 
For example, University of Chicago has a theatre group 
called the GSB Follies that prepares and practises for sev- 
eral months before the annual show. The months I spent in 
the group are unforgettable and have led to lasting rela- 
tionships. 

Several applicants ask me whether professors in schools 






perspective 


Max 


such as Chicago are open to spending quality time with stu- 
dents. My view is that if one is willing to invest time in get- 
ting to know the professors through classes or extra-curric- 
ular activities, they are more than eager to reciprocate. 

My experience with the faculty was very exciting. | 
worked closely with the entrepreneurship faculty at 
Chicago in organising business plan competitions and got 
acquainted with them at a personal level. In fact, one of the 
professors hosted a reception in Chicago to celebrate my 
wedding that took place in Mumbai in the second year of 
my MBA. I continue to exchange emails and bounce ideas 
off existing faculty at Chicago on a regular basis. 

The in-class experience is definitely a very enriching 
one. Since Chicago has a very flexible curriculum, | chose 
only those courses that were new to me and therefore each 
and every class was a great learning experience. One of my 
favourite courses was managerial decision making, which 
discussed the practical applications of behavioural finance 
This area of finance and decision-making was very new to 
me and extremely fascinating. 

Last but not the least, the alumni network has been of 
tremendous value to me. It is really good to know that there 
is a Chicago alumnus in any place that one may visit for a 
holiday or on business. The alumni network can be helpful in 
several ways — some may help build strong social as well as 
business contacts. For example, one alumnus from Atlanta 
was on a holiday in India and wanted to play golf in Mumbai. 
He contacted me and we discussed each other's businesses 
and travel experiences over a wonderful game of golf. I have 
become very active in the alumni network in India. | have 
met like-minded people who continue to enhance their skills 
and knowledge through speaker events and other get-togeth 
ers. As in student life, the more one gives to the alumni com- 
munity, the more one gets out of it. 

The MBA experience is what one makes of it. The more 
one is involved in the various activities and aspects of the 
MBA experience, the more one receives. There is no dearth 
of activities at B-school; a student who shows interest and 
the willingness to participate is surely rewarded. e 








Pritam A. Doshi, is an alumnus of GSB Chicago Class of 2000. He started 
the University of Chicago Alumni Club, Mumbai. He can be contacted at 
pritam&paeltd.com 





Learning From 





Laureates 
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had never been so confused in all my life. I spent the whole 
of February and March 2002 with my mind in a quandary. 
The reason? I had been accepted by one of the top B- 
schools in the world. It was the undisputed leader in 
finance; current home to six Nobel laureates; part of a uni- 
versity that boasts of 75 Nobel laureates (more than any 
other university in the world); a place where most of 


the path-breaking thoughts and theories in finance and 
economics have originated; a place with an alumni network 
that boasts of top-level managers at almost every banking 
and consulting firm. In short, a dream place for any MBA 


aspirant. 
So, what was the hitch? Not the $100,000 hole in my 
pocket — easy loan arrangements through the school 


would take care of that. Nor the depressed job markets in 
2002. After all, the Chicago GSB tag is for life. It was defi- 
nitely not because almost everyone I spoke to in India did 
not recognise the name ‘Chicago GSB’. 

The reasons were more personal. I already had an MBA 
from IIM-Bangalore. It was difficult to convince myself that 
the time and money to be spent were justified given my 
existing world-class degree. On top of this | had a great 
career in India. | was a consultant with Pricewaterhouse- 
Coopers (PwC), working in the infrastructure sector — an 
area I felt passionate about. I had always dreamt of being 
involved, in my own very small way, in the creation of 
Indias superstructure to growth. I was already living a part 
of my dream. I did not want to leave all this. 

So, why did I apply in the first place? I wanted to play on 
the global stage. The brand recognition and network of a 
top-tier US B-school makes it much easier to do that. Also, 


somewhere within me, there 
was a desire to not only read 
the theories of Merton, 
Scholes, Fama, Fogel and 
Becker, but also to study under 
them and others like them. | 
also felt that this education 
and international experience 
would be a better resource for 
Corporate India. 

| was confused because I 
had a choice. Whereas, all I had 
prayed for till now was to have 
that choice! I decided to 'take 
the risk’ of joining the pro- 
gramme, in an economy that 
was deeply distressed. 

My interactions with the 
admissions staff at Chicago 
GSB played a major role in my 
decision. I had offers from 
other top schools and also the 
British Chevening Scholarship 
for studying at LBS. However, 
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The imposing GSB campus 
building. The University of 
Chicago's beautiful ‘Gothic’ 
campus is home to six Nobel 
prize winners; 

(Right) Don Martin, 
admissions director at GSB. 
Martin was instrumental in 
convincing the author to join 


the B-school. 


throughout the admissions process, | had been amazi 
the level of sincerity, effectiveness, energy and desire | 
help applicants in Don Martin (admissions director 

his team. Don is an amazingly humourous, talented (he 
sings at the annual follies), and generous person (he admit 
ted me!) who was very convincing about the virtues of the 
Chicago GSB experience. 

After I joined school, I never had the time to form an 
first impressions. Life was so hectic from the first day itsell 
that I never really got time to feel homesick. To be honest, | 
had come into the programme with a sense of superiorit 
had been through the famed IIM rigour, where | was con 
peting with some of the sharpest brains, doing seven cours 


' 


es per term as opposed to 3-4 at ( hicago GSB. How bad 


, 


could this be? The philosophy of ‘free market econom 
which took birth and shape at the University of Chicago 
all pervasive in thought and actions here. It is in this spi 
that the B-school has no fixed curriculum or a prescribed 
set of courses. Students are free to take any course 
want, if they feel they can handle the workload and lt 
ing. And even though | made sure that | did not repeat m 
earlier courses and, instead, added on to them by takin; 
‘advanced’ courses, | was not anticipating any challeng: 


on my time. Well, as | discovered, | was wrong: 








The first three months at school were the busiest three 
months of my life. It was not the course work that was 
killing. It was the socialising and the networking — the 
more important aspects of the US B-school life. Here, peo- 
ple join a B-school after working for a few years (average 
work experience is around 4-5 years). And so, they are sure 
of their decision and are committed to the course. The 
steep fee structure accentuates this desire to gain the max- 
imum out of the course. Apart from learning and enhancing 
skill-sets, people join B-schools to be part of an ‘exclusive 
club’ and to leverage the network to further their careers. 
[here is not much emphasis on grades. Most top-tier 
schools have a grade non-disclosure (GND) policy. The phi- 
losophy behind this is that recruiters should concentrate on 
a candidates learning and personality, and not on grades. 
On the other hand, students should concentrate on 
enhancing their learning experience by taking challenging 
courses without worrying about grades. GND also fosters 
co-operation among students — an important trait for the 
corporate world. 

It was in this spirit that I spent almost all my evenings at 
parties (both formal and informal), the TNDC (Thursday 
Night Drinking Club, a formalised, student-led initiative 
where people meet up at some pub in the city), Brats and 
Brew (again, an institutionalised event, where companies 
sponsor beer and food at school every Friday evening), and 
such get-togethers. It was a lot of fun, but as work pressure 
mounted, it started feeling like a chore. 

[he real killer, though, was the recruitment networking 
— company presentations, 'invitational' dinners (where 
companies invite a select number of students out for dinner 


to a fancy restaurant in the city. Basically, this is a way of 


telling these students ‘we are interested in you, but want to 
get to know you better and evaluate you further. This is also 
a great opportunity to eat fancy food and not have to cook. 
Unfortunately, the underlying gravity of the situation kills 
your appetite!), and other social events (for instance, one 
consulting firm invited interested students to a pub for a 
game of pool and bowling). Given that most of these events 
are ‘evaluative, one has to be at one's best behaviour, ask 
pertinent and intelligent questions, and impress the 
recruiting team. The biggest chore after any such event is to 
come back late at night, dead tired, with tonnes of home- 
work for next day's class and yet, stay awake to write 'thank 
you' mails to recruiters! 

One ‘critical success factor’ of recruiting, here, is that it 
requires a focussed approach. For instance, banking, con- 
sulting and corporate jobs require a very different approach 
and preparation. Companies expect students to be mature 
and experienced individuals, who can quickly make up 
their minds about which career path they want. Very few 
people hedge their risks by concentrating on multiple areas. 
It is definitely not prudent to do so. 

| was fortunate that I knew my calling — consulting. But 
of course, having come to the University of Chicago, every- 
one is tempted to try out banking. After all, this is the mecca 
of banking and finance. Even | succumbed to this tempta- 
tion and had my initial flirtations with banking. But | quick- 
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Amit Misra (third from left) and friends live it up at the 
annual Diwali party organised by the South-Asian Club 


ly recognised my ‘lack of fit and changed my loyalties back 
to consulting! 

Life was a breeze after I got my internship. It was a 
tough economy — possibly one of the worst job markets. 1 
was happy that things worked out for me. I was on a high — 
having received offers from Booz Allen Hamilton and 
McKinsey. But this was also a testimony to the strong repu- 
tation that Chicago GSB has with the recruiters. Chicago 
GSB was one of the select few which continued to be the 
'core' recruiting schools for companies. 

Now, it was time to concentrate on studies. And cricket 
(the World Cup was around the corner). And explore 
Chicago and the university's beautiful 'Gothic' campus. And 
enjoy spring. 


Even though I was aware of the sterling reputation of 


the professors here, | had never actually fully utilised the 
teaching resources available. Course work was the last thing 
on people's mind during recruiting. Therefore, when I final- 
ly got down to it, I was struck by the genius of the people I 
was studying under — and those I was studying with. 
Chicago GSB is home to current and potential Nobel 
laureates and economic advisors to governments and mul- 


tilateral agencies. Professor Raghuram Rajan is now chief 


economist of the IMF; professor Randall Kroszner was part 
of President Bush's council of economic advisors. There are 
professors like Richard Thaler, who are researching and 
popularising a new field of study called 'behavioural 








finance’. Again, it is a testimony to the free spirit of the 
school that Eugene Fama, who is one of the biggest propo- 
nents of the ‘market efficiency’ school of thought, and 
Thaler, chief protagonist of the opposing ‘behavioural 
finance’, teach at the same school. In addition, there are 
some leading corporate honchos who have taken sabbati- 
cals to teach here. Scott Meadow, for instance, has spent 
nearly 20 years in the venture capital industry and is recog- 
nised as an outstanding investor. Such profs provide the 
‘real world’ experience. In addition, there are regular lecture 
series from luminaries like Jack Welch, George Soros and 
former US treasury secretary Paul O'Neil, among others. 

Many people have asked me: “How does it feel to study 
under Nobel laureates and other great professors?” Well, it 
feels great. You recognise that you are privileged. You have 
the honour of listening to tomorrow's path breaking theo- 
ries today, much before your peers at other schools will get 
to hear about these. And possibly, the biggest tribute to 
these great minds is their humility and accessibility, which 
makes studying under them seem so ‘normal’, yet so rich in 
what you learn — a ‘once-in-a-lifetime’ experience. 

However, some of my greatest learnings have come 
from my classmates. There is a unique diversity of back- 
grounds ranging from start-up entrepreneurs, surgeons, 
opera singers, chefs, high-school teachers, to people from 
the armed forces and government, to the standard banker, 
consultant and corporate executives. 

This throws up innumerable perspectives in every class- 
room interaction. Whether we are doing a case on Boeing or 
Disney or Enron, invariably there is someone in the class- 
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room who has previously worked in these companies and 
has invaluable inputs. 

But life at Chicago GSB is not all about studies, Far trom 
it. There is more than enough to do and to get involved in 
There are more than 50 active student groups. [here are 
many active community development initiatives. [here is 
an ultra- modern gymnasium, a university movie theatre 
(which screened classics by Satyajit Ray and hosted Ustad 
Amjad Ali Khan), an active South Asian club that hosts par- 
ties (like the Big Bhangra Blast and the Diwali Party) and 
Hindi movies, European and Latin American Clubs with 
their own set of events....basically, the works. Whew! 
tesis 


Which reminds me did I tell vou about thi 


here? Desis are defined as people of South Asian origin. 
Roughly 10% of my class consists of desis. Desis are broad 
ly categorised as FOBs (‘fresh off boat : people straight out 
of India), ABCDs (‘American born confused desis: born in 
the US of Indian parentage, confused about their identity 
and they hate being called ABCDs), and lastly as, what | call 
IBCDs (‘Indian born confused desis’: the ones who arrived 
in this ‘land of opportunity’ a few years ago and are now in 
Most desis ar 


[he first piece of advice | got from my 


total denial of their Indian origins 
knit. 
American/German uncle (apart from the one on blondes, 


close 


which remains censored) was that | shouldn't stick to just 
desis. So I consciously ventured out of this ‘comfort zone 
and mixed with people from different nationalities and 
learnt about their countries and culture. It is a great feeling 
that I have friends from almost every part of the world and 
that these relationships are lifelong. But in the end, my 
close friend circle remains desi — people who understand 
cricket and like Govinda movies! 

Life here is a lot more than just the university. Most ol 
the students live 'off-campus' — though this has to be one 
of the most beautiful campuses I have seen. It has 


ful Gothic feel to it — straight out of a Harry Potte! 
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There is now a brand new, ultra modern B-school | 
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constructed at a cost of over $120 million. It will be a treat 
to study in this new facility, starting this fall. Exploring the 
city and the ‘happening places is an essential part of lift 
here. Chicago is beautiful, vibrant and cosmopolitan 
are tremendous learning opportunities here. For instance, | 
have joined a course in drawing at The Art Institute ol 
Chicago, which is recognised as one of the leading art insti 
tutions in the world. 

[here is so much more I can talk about. But as my stay 


here is nearing completion, all I can say is that | have nevei 


regretted coming here. This is despite all the financial pres 
sures, the recruiting pressures, the academic pressures, the 
pressure of being away from home and so on. Nothing mat 


ters. The rich experience, the concrete development oppor 

tunities, and the life defining impact that Chicago GSB has to 
offer, is unparalleled and I would not trade this experience 
for anything. Well, actually, maybe for a Nobel Prize! Ahem! e 





Amit Misra holds an MBA from IIM-B. He worked as a strategy isultant 
with PwC for four years in Delhi. He did his internship with McKir 


and will be joining Booz Allen Hamilton after graduation 








“Learn The Art Of 
Leadership Here” 


It isn't Ivy League, if you go by the strict definition. But 
Stanford University's MBA is among the most coveted in 
the world. One of its objectives is 'to qualify students for 
personal success and direct usefulness in life, and to pro- 


mote public welfare by exercising an influence on behalf of 
humanity and civilisation: An interview with director (MBA 


admissions) Derrick Bolton. 





f Businessworld: Most schools send out a 
strong message that only students who share 
their core values stand any chance of getting 
admission. What are Stanford's core values? 
Bolton: The mission of the Stanford 
Graduate School of Business (GSB) is to 

develop leaders and to create ideas that, together, change 

the world. We summarise our core values as a commitment 
to: 

Personal integrity and honesty 

Intellectual integrity and honesty 

Life-long personal and professional development 

Cooperation 

Respect for one another 

Respect for the mission of Stanford GSB and its 

individual pieces 

e Diversity, and to learning from diversity 

e Taking risks in research, learning, and personal growth 

e Public and community service in the university and also 

in society. 

We distill these values into three criteria for admission: 
demonstrated leadership potential, strong academic apti- 
tude, and contributions to the diversity of the Stanford 
community. 

Businessworld: Is there any part of the application — essays, 

recos, resumes, or GMAT scores — that is given more 

weightage while assessing international applicants? 

Bolton: Philosophically, it is impossible to answer any ques- 

tion based on 'international students versus domestic stu- 

dents' because our MBA admissions process is based on 
the individual, not the group or category. 


Evaluating the individual applicant file is only one of 
the two critical aspects of the admissions process. The next 
step is a comparative process, deciding which of the highly- 
qualified candidates to admit. Are there specific weightages 
to different parts of the application? No. Do we have a for- 
mula for constructing the class? Again, no. Do we have tar- 
get percentages or quotas for specific industries, colleges, 
or countries? Absolutely not. This process definitely is more 
of an art than a science. 

Applicants can influence the first aspect of the process 
by writing thoughtful essays, working with their recom- 
mender to ensure that the recommender submits descrip- 
tive letters of reference, and sharing insights from their 
experiences via an alumni interview. 

However, applicants cannot fully control the final out- 
come since they have neither knowledge of nor influence 
over the quality and quantity of applicants in the pool with- 
in which they are being considered. This is why the best 
strategy in applying to highly-selective schools should be to 
focus on the individual application, making it as strong as 
possible. It will stand out from others because the applicant 
has communicated very clearly who he or she is; differenti- 
ation is a by-product, not a goal, of applicants telling their 
own story. 

Because there is no quantitative formula for admission, 
we rely on the professional judgment of our admissions 
committee to evaluate applications in a thoughtful, gentle, 
and thorough manner. We read each application, looking 
for as many strengths as possible. There is nothing quite as 
challenging as the art of human assessment, especially in 
an admissions process where important decisions are made 
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' based on limited information. 

* Businessworld: What are the common weaknesses you see 
in most applications? 

Bolten: One topic that causes concern for most applicants 
is the essay-writing process. Essays, along with the letters of 
reference, are a vital part of the application. While the let- 
ters of reference are stories about the applicant told by oth- 
ers, the essays enable the applicants to tell us who they are 
by articulating what matters to them most and why, as well 
as how they aspire to realise their potential. We suggest that 
applicants think of the essays as conversations on paper 


(each time we read a file, we feel that we ‘meet’ a person) 
and tell us their story in a straightforward, sincere way. 
The most important piece of advice on the essays is 
extremely simple: answer the questions — each component 
of each question. Our additional advice for writing essays is: 
think a lot and then write. We want to learn about the appli- 
cant's values, passions, ideas, experiences, aspirations and 
how Stanford can help them become a better person. 
Reflective, insightful essays help us envision the individual 
` behind all of the experiences and accomplishments that we 
« read about elsewhere in the application. Applicants should 
remember that we are reading the essays taking into 
account all the information contained in the application. 
One of the most good-spirited but misguided pieces of 





advice an applicant might hear is: Tell the admissions com 
mittee what makes you unique. This often leads applicants 
to believe that they need to have accomplishments that are 
unusual or different than their peers' (for instance, travel 
ling to an exotic place or talking about a tragic situation in 
their lives). But how are they to know which of their experi 
ences are unique when they don't know the backgrounds of 
the other applicants? What makes a person unique is not 
that they have had these life-altering experiences, but 
rather how their perspective has changed or been rein- 
forced as a result of those and other everyday experiences. 
Businessworld: Which deadline — the first, second, third, or 
the late round — should a candidate ideally shoot for? 
Bolton: The simple and honest answer is that candidates 
should apply when they are fully confident that they can 
submit an application that accurately represents their tal 
ents and strengths. They are investing a lot of time and 
money applying to business schools, so they do not want to 
do anything to risk their chances of admission (such as sub 
mitting a weak application just to apply in an earlier 
round). To be the strongest candidate possible, take the 
time to put together a thoughtful and thorough application, 
even if it means applving in the final round 

However, we strongly encourage candidates to apply in 
the first or second round if possible. First, at least two 
thirds of the class is typically admitted in these rounds. 
Second, there are advantages to a successful first- or se 
ond-round applicant: (1) early notification; (2) the oppor 
tunity to meet other admitted candidates during Admit 
Weekend; (3) the opportunity to register early for on-cam 
pus housing, especially at the Schwab Residential Center, 
which is in high demand; and (4) ample time to plan for the 
transition to the Stanford GSB — especially in the post 9/1] 
environment, it is critical that applicants begin the visa 
application process in a timely manner. There is no advan 
tage with regard to receiving fellowships or loans from the 
Financial Aid Office. 

At the same time, the applicants know best when they 
are ready to apply. While it is true that fewer people are 
admitted in the final round than in the first two, we do 
admit excellent candidates in the third round. A candidate 
who is not admitted in one year is welcome to re-apply the 
next year. 

Businessworld: What kind of work experience do you value 
most? What are the opportunities and challenges a 
prospective student must actively seek? Does Stanford 
admit candidates without work experience? 

Bolton: We make a concerted effort to attract and admit stu 

dents from a broad range of professional backgrounds and 
experiences. Therefore, there are no particular industries or 
sets of companies that put an applicant at a competitive 
advantage in the admissions process. Although investment 
banks and management consulting firms are well-repre 

sented at Stanford, we also draw students from non-profit 
organisations, multinational corporations, family business 

es, entrepreneurial ventures, and the public sector. 

We are more interested in the impact the applicant has 
had in the workplace than in the name or stature of the 














organisation. Has the candidate made the most of her pro- 
fessional opportunities? Is she cultivating her leadership 
and team skills and making a difference? In the end, appli- 
cants who seek opportunities that are truly challenging and 
rewarding for their own professional and personal growth 
will be the most attractive candidates for business school. 
Again, this is a by-product rather than a goal. 

We encourage college seniors to consider applying to the 
MBA programme. We accept entering students with all 
types of experience as well as students who enroll directly 
from an under-graduate programme with no full-time work 
experience. Admission may be granted to college seniors 
who present superior academic credentials and truly out- 





standing evidence of leadership through extracurricular 
and community activities. Full-time work experience is not 
required for admission. 
Businessworld: How important is an interview in the admis- 
sions process? Do you hold any interviews in India? 
Bolten: We offer evaluative interviews with our alumni 
around the world on an invitation-only basis. The interviews 
are designed to provide useful information about a candidate 
that may not be easily captured on paper. These interviews 
are also a good way for candidates to learn more about the 
Stanford MBA programme. This, by no means, implies a 
diminished emphasis on the application essays and letters of 
recommendation; they remain a critical part of the evalua- 
tion process, with interviews as a supplementary informa- 
tion source. 

So what happens during the 45-minute interview? The 
primary questions revolve around behaviours, skills, and 
attitudes that we believe are key to good citizenship here 


“What makes a person unique is not his life-altering experiences, but 
how his perspective has changed as a result of these experiences.” 









at the Stanford GSB and high-impact leadership post- 
MBA. There are no trick questions, but rather ones that ask 
candidates to reflect on their professional and personal 
experiences. 

The MBA admissions office contacts applicants directly 
to schedule an interview. The applicant and the alumni 
interviewer set up a mutually-convenient date and time to 
meet. The interviews are conducted exclusively by Stanford 
MBA alumni wherever applicants live, study and work. We 
do conduct interviews throughout India. MBA admissions 
officers do not conduct interviews. 

Businessworld: What would you say is Stanford’s USP? 
Bolton: At Stanford, we believe that organisational leader- 
ship is a noble pursuit. Effective business and social-sec- 
tor leaders have a greater potential for influence than ever : 
before in history. For applicants whose passion is to lead 
organisations to impact the world in significant and 
meaningful ways, the Stanford MBA programme is the 
right place to begin. 

True leaders are defined more by action than by title or 
position. They inspire the people they lead and cause the 
organisations they serve to perform well. In modern socie- 
ty managed institutions produce and deliver the vast 
majority of the world's goods and services. Not limited to 
the private sector, managed institutions span the non-prof- 
it sector, government, and every imaginable area of human 
endeavour. Those entities influence living standards for 
individuals and societies throughout the world. That's why 
effective organisational leadership plays a vital role in 
shaping and improving our world. 

Students of management ultimately will have opportu- 
nities to lead these enterprises. Students at the Stanford 
GSB will be well-prepared for that responsibility. Our stu- 
dents learn the general management principles that create 
an enduring foundation for leadership. They have access to 
leading scholars who comprise our faculty and are exposed 
to innovative research that influences management theo- 
ries and practices. 

At Stanford, however, fundamentals are only the begin- 
ning. Outstanding leadership skills are learned more by expe- 
rience and observation than in the classroom, which is why 
our students have many opportunities to interact with and to 
learn from some of the most successful business and social- 
sector leaders in the world. 

Stanford MBA students learn about communicating a 
vision, marshalling great minds around them, and devel- 
oping strong relationships and relational skills. They col- 
laborate with and motivate each other . Our students learn 
to approach problems with creativity and disciplined 
thought. They benefit from the diverse perspectives of col- 
leagues who come from all parts of the world. In short, 
Stanford MBA students learn the art of leadership, as well 
as its science. m 
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The Business School 
Reality Quiz 


HERE are MBA programmes and then there are MBA 
programmes. But a US course is unlike any of them. Your 
idea of what B-school will be like, based on your experi- 
ence of undergraduate school and conversations with 
friends, might not match up with the reality of a US 
management programme. 

See how your perceptions compare with the reality of B-school 
studies by taking this quiz. The answers can be found at the end of 
the quiz. The higher your score, the better your understanding of 
what lies ahead. If you don't get a high score, don't worry; you can 
always learn more by reading this BW special on B-schools designed 
to put your MBA preparations on the right track. 








1. “Most B-school students 


enter MBA programmes 
straight from undergrad- 
uate school.” 

* True 

* False 


. "B-school class discus- 
sions usually start with a 
review of the concepts 
covered in the previous 
night's assigned reading. 
The professor usually 
collects the students' 
written responses to the 
reading and administers 
quizzes on formulae and 
procedures. Students are 
encouraged to save their 
questions for tutorial 
sessions." 

* True 

* False 


. "B-school coursework focuses on accepted methods of 5. 


> 





C. 


individual experience in 
analysis." 

* True 

* False 


. Assuming that the fol- 


lowing four students are 
equal in merit except for 
their approach to class 
discussions, which stu- 
dent is most likely to 
receive the highest 
grade? 


. The student who speaks 


the most often during 
class discussions. 


. The student who speaks 


only when he has some 
relevant experiences to 
share. 

The student who makes 


the most effort to talk to the professor after class. 
D. The student who asks the most questions. 


If a student either fails to attend class regularly or regu- 


finance and management while discouraging the use of larly shows up unprepared, a B-school professor is most 
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likely to... 

A. not care at all. 

B. applaud the student if she receives a good grade in the 
final exam or paper. 

C. report the student to the dean, who may ask the stu- 
dent to leave the programme. 

D. ask the student to do extra assignments to prove her 
knowledge of the topic. 


. At least 15% of the first-year class... 


A. leaves the programme. 

B. develops an eating disorder or some other stress-relat- 
ed illness. 

C. feels overwhelmed at some point by the amount of 
reading assigned in class. 

D. makes it to the Deans List. 


Many B-school students... 


A. cannot be trusted with money. 
B. cheat or plagiarise at least once during the MBA pro- 


Answers 


l. False. The vast majority of B-school students have at 


least one year of work experience post their undergrad- 
uate studies. While occasionally an applicant may be 
accepted to B-school straight from an undergraduate 
programme, this is usually because the applicant has 
accumulated relevant work experience before complet- 


ing his undergraduate studies. 


2. False. Most B-school classes focus class discussions on 


case studies from real businesses. Written responses to 
questions are rare, and most classes (with the excep- 
tion of math or accounting courses) don't use text- 
books as such. Students are encouraged to ask ques- 
tions to the professor and to each other. 


3. False. While first-year students take classes that give 
w- them a solid foundation in the principles of account- 


ing, finance and management theory, the MBA pro- 
gramme as a whole encourages them to use their own 
experiences and strengths in business. 


4. (8) The student who speaks only when he has some rel- 


evant experience to share. In B-school, money talks 
and triviality walks. Relevant comments and questions 
show that you've read and understood the material; 
talking for the sake of talking only shows that you like 
the sound of your own voice. 


49 (C) Report the student to the dean, who may ask the stu- 


Las 


dent to leave the programme. While professors make 
their own policies on absenteeism, they are not paid to 
coddle students who don't put in the effort required to 
keep up with the rest of the class. 


gramme. 
C. have majored in business at undergraduate school. 
D. receive lower grades than they had expected. 


. Most B-school students are concerned primarily with... 


A. getting high grades in class. 

B. networking with as many people as possible. 

C. learning about the principles of accounting. 

D. impressing their professors with complicated analyses. 


. Which one of the following students would be consid- 


ered the most successful? 

A. The student who gets several job offers in the months 
before graduation. 

B. The student who writes an article that gets published 
in a major financial magazine . 

C. The student who earns the highest grade point aver- 
age. 

D. The student who works the hardest on group proj- 
ects. 


6. (Cj Feels overwhelmed at some point by the amount of 


reading assigned in class. B-school requires a large 
amount of reading and analysis of case studies. The 
sheer volume of reading can be overwhelming, especial- 
ly to students who have been away from an academic 
environment for several years. 


7. (D) Receive lower grades than they had expected. B- 


schools look for diversity of background and experi- 
ence. This means that they admit a high number of 
students who did not major in business as undergrad- 
uates. The switch from the undergraduate environ- 
ment to the B-school environment can be difficult, 
and may account for the disparity between the grades 
B-school students expect and the ones they actually 
receive. 


. (B) Networking with as many people as possible. 


Although they are, for the most part, eager to learn in 
the classroom, most B-school students are largely con- 
cerned with building contacts with fellow students, 
professors and executives who can be helpful to them 
later on. 


. (A) The student who gets several job offers in the 


months before graduation. The goal of every B-school 
student is to get a challenging, high-paying job after 
graduation. Publishing articles, earning high grades, 
and feeling the satisfaction of being à team player are 
simply not as important in an MBA programme. = 


The Princeton Review Team 





Putting You On 
The Right ‘Track’ 


Ma KAPADIA 


HINK Carnegie Mellon and most Indians would associate 
it with engineering prowess and as the inventor of the SEI 
CMM (Software Engineering Institute - Capability Maturity 
Model). To be honest, before I started my quest for an MBA, 
I didn't know much about the school beyond this as I had 
got my bachelor’s degree in India and didn't have 





much of a clue about the US education system. But as | 
later found out, and hopefully can convey to you here, the 
school is as strong in business as it is in engineering and 
computer science. 

My decision to pursue an MBA degree was finalised in 
2000 when my friend Krishnan (Shyam) Subramaniam, 
who was just completing his MBA then, brainwashed me 
on the benefits of pursuing the course during a long drive 
back from Yosemite to San Francisco. At that time, like 
many other applicants, I wasn't sure exactly why I should 
go in for an MBA, other than knowing that it could enhance 
my career prospects significantly. It was by no means an 
easy decision to take: this was, after all, during the dotcom 
boom in San Francisco, when IT consultants like me were 
treated like rock stars, and I was already drawing a decent 
salary at Sapient. But I could see even at that time that out- 
sourcing was going to be big and one way to differentiate 
myself from the scores of other tech-savvy people out there 
was by getting an MBA. 

Once I had made up my mind to go ahead, the next 
decision was about which schools to apply to. As I was 
interested in working in a marketing or strategy consulting 
role in the technology sector, | narrowed down on schools 
that had good connections with the tech industry in addi- 
tion to overall strength across all disciplines. I applied to six 
schools, and received acceptances from three. In the end, I 
chose the Tepper School of Business at Carnegie Mellon 
because of its strong brand name across the world, close 
interaction between faculty and students thanks to small 
class sizes, and the students | met during my campus visit, 
who really made me feel welcome. Hema Widhani, a first 
year student, echoes my feelings about the warm vibes you 
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Kapadia (extreme right) and members of the product 
development study group 


get here: “What impressed me most when I got here was the 
buddy system. I was paired with a buddy, a second-year 
student and a Delhiite like me, who took care of so many 
things that I would otherwise have not known how to han- 
dle, from helping me figure out what books to carry from 
India, to finding an apartment, to picking me up at the air- 
port... essentially making sure that I was settled in and 
“ready for school!" 

The strengths of the Tepper MBA are centred around 
three main areas: analytical decision-making, integration 
and strength in technology. Analytical decision-making 
(sometimes known as 'quant') was pioneered at Tepper. 
Essentially, we learn how to use methods and modelling to 
analyse business problems in an objective and quantifi- 
‚able way. Although the case method is used at Carnegie 
Mellon, the school’s perspective is that cases are only use- 
ful when there is a precedent; only analytical decision- 
making provides the toolset to handle situations that have 
no precedents, Examples of academic integration include 
A business acting class, where business students learn 
from the drama school faculty, and joint degrees with 
‘other programmes like public policy and software engi- 
neering. 

Last year, the school introduced the concept of ‘Tracks’, 
which takes cross-campus integration to a much higher 





level (more on this later). The small size of Carnegie Mello 
(about 230 students per year) makes this possible. The 
diverse strengths of this campus (arts, science, technolog 
business) make it a one-of-a-kind learning experience. The 
strength in technology is pervasive at Carnegie Mellon 
Students with an interest in technology entrepreneurshij 
partner with master's and Ph.D. students in engineering 
and computer science every year to develop business plan: 


Innovation Works, a local venturi 
capital firm, hires several MBA interns every year to help 
develop business plans and marketing strategies for thei 


portfolio companies. Some of these students take : 


and start companies 


p man 


agement positions at the portfolio companies after gradua 
tion, while others use the experience and contacts devel 
oped to start their own ventures 


"The cutting-edge research from the rest of | 


irnegie 
Mellon campus presents unique opportunities for student 
in the B-school. I got the opportunity to apply the latest 
business concepts to bring a new technology to market 


while developing a channel programme for a technology 
start-up that had its roots in Carnegie Mellon 
flavour of the challenges a start-up faces, and a taste ol 


| also got à 
what it feels like to make business decisions that have an 
immediate impact on the course of a 
Saurabh 
Ahmedabad and previously a sales manager for Compaq in 


company Sd! 


Bhatnagar, a second-vear student irom 


singapore. Saurabh was hired by Innovation Works over the 
summer of 2003 to intern with one of their portfolio con 
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panies, PanGo Networks, which offers solutions in the 
intelligent wireless applications' space. 

During my time on campus, my classmates and | had 
the opportunity to listen to and interact with many promi- 
nent government and industry leaders including Bill Gates, 
George Soros, Don Evans (US secretary of commerce) and 
lom Usher (CEO of US Steel). My most memorable talk was 
one given by Helge Wehmeier, the former president of Bayer 
Corp, during a class called ‘Perspectives of a CEO’ (inciden- 
tally, this was one of my favourite classes). Wehmeier is, 
perhaps, best known for his skillful handling of the contro- 
versy surrounding Bayer' role as the sole supplier of the 
Among 
other interesting anecdotes, Wehmeier talked about how he 


anthrax vaccine during the 2001 anthrax scare 


used what he had learnt from studying India's colonial his- 
tory to resolve a very complex business issue at Bayer. 

In between my first and second years, the school intro- 
duced the concept of "Tracks, which are in-depth immersion 
programmes for areas like integrated product development, 
wealth and asset management, biotech and computational 


marketing. Says John Mather, executive director of the MBA 


Programme: “The Tracks reflect the increasing importance of 


collaboration between technology and business. We want to 
dominate specific points of intersection in that space." 

the Product 
Development (IPD) Track because I saw this as a great oppor- 


| decided to enroll in Integrated 
tunity to learn about the role of marketing and strategy in the 
product development process. The capstone class for this 
Irack is a unique, award-winning two-mini (full semester) 
class in which teams of MBA students, engineers and design- 
ers work together to develop a product concept. Every year, 
one or more companies that want to develop innovative 
product concepts, sponsor the class. In the past, sponsors 
have ranged from start-ups to large companies like the Ford 
Motor Company. Many of the concepts coming out of the 
class have resulted in new revenue streams for the sponsors, 
and some concepts have even been patented, with the stu- 
dents getting cash rewards and credits for the patents. My 
team for this class consists of seven students, of which I am 


the only MBA student. The rest is divided 
equally between designers and engineers. 
This year’s sponsor is New Balance, a 
leading athletic shoe company. Says Leo 
Leung, a second year MBA student,"IPD, 
as defined by professors Jon Cagan and 
Craig Vogel, is becoming a recognised 
practice in industry, taking a place along- 
side the methodologies of product design 
and consulting companies like IDEO. 
Essentially, it is the vision of the product 
being representative of the brand and 
vice-versa — something that is difficult to 
imagine in homogeneous teams. I hope 
to take this philosophy to the next com- 
pany I work for. A company that believes 
in the IPD approach can differentiate and 
create great competitive advantage." 

My experience outside the classroom 
has been equally amazing. | have had the chance to partic- 
ipate in several case competitions, attend industry confer- 
ences, and meet many industry leaders, both alumni and 
non-alumni. I even got the chance to develop a marketing 
plan for the Pittsburgh Symphony Orchestra — one of the 
best symphony orchestras in the world. The funny thing is 
| didn't even know much about the orchestra! 

During the summer between my first and second years, 
| interned at Vocollect, which is a small but rapidly growing 
technology company. Despite the tough job market, I man- 
aged to find the perfect opportunity for me. | worked with 
the vice-president (strategic initiatives), who is basically a 
senior internal strategy consultant. My job was to help him 
analyse new markets, assess competitive threats and devel- 
op product strategy. After the summer I continued working 
for Vocollect part time since this gave me the opportunity to 
apply what I was learning in a real-world environment. 

Students of Indian origin make up around 10-12% of the 
class every year. Some prominent alumni of Indian origin 
include Manoj Singh, the CEO of Deloitte's Asia-Pacific 
operations, Sunil Wadhwani, the founder CEO of iGate and 
at least two partners at McKinsey. j 

And to make sure that we don't get homesick, there's 
SABA (South Asian Business Association), which organises 
several events throughout the year. There are barbecues, 
Diwali and Holi celebrations, internship panels tailored to 
Indian students’ needs, interactive sessions with prominent 
leaders of South Asian origin and screenings of Indian 
movies. We even got to see cricket thanks to the school's 
administration, which helped us catch the World Cup 2003 
action on a massive screen in the school's main auditorium. 
Besides SABA, which mostly caters to business students, 
there are two other Indian student organisations on cam- 
pus that hold campus-wide activities, including an annual 
Dandiya night. e 








Amar Kapadia is a class of 2004 MBA student at the Tepper School of 
Business at Carnegie Mellon. Before joining the MBA course, Amar was a 
manager (technology consulting) at Sapient in San Francisco. 


"Online media-rich 
pedagogy is where the 
action is, it's what makes 
our MBA programme 
authentic and engaging." 


Dr. Jeremy Williams 
Associate Professor of e-Learning - 
Universitas 21 Global 
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Recognition: Universitas 21Global is a world-class online graduate Business 
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INTH June 2003 was the day I started ‘Project 
- HBS' (Harvard Business School). 1 remember 
- taking two important steps in two days — the 

other one being my wedding. The decision to 

go for an MBA in the US was tougher for me 

because I already have a management degree 
from IIM-Calcutta, India. Even though it had been a truly 
wonderful experience, I felt that I needed an MBA from one 
of the topmost globally reputed schools to realise my career 
goals. My career goals had evolved and I wanted to transi- 
tion into the role of business change strategist focussed on 
initiatives such as, corporate restructuring, venture incuba- 
tions and M&A. Towards this, I felt that a Harvard MBA 
would complement my current skills and open up global 
opportunities to launch my career. The decision making 
process went on for two years before I finally | decided to 
jump in. 


The Warm-up 

Once the decision was made, the next step was to arrive at 
my shortlist of schools. I first addressed the question ‘what 
are my yardsticks to measure a school? Some of my repre- 
sentative vardsticks were — honing my leadership skills, 
experiential case-based business learning from a global 
perspective and an opportunity to develop an invaluable 
global network. Based on my defining criteria, I short-listed 
the following schools — Harvard, Wharton and Stanford. | 
spent the first quarter of 2003 (March-June) evaluating 
these schools and preparing for my GMAT (which I took in 
April 2003). I reached out to my circle of friends who are 
students/alumni of top MBA programmes in the US to get a 
better understanding of the shortlisted schools; their inputs 
proved to be a valuable source of motivation and were 
instrumental in shaping my decision. 

Harvard was the most difficult school to get the 'scoop' 
on since none of my friends were Harvard insiders and 
everyone had only one common perspective on HBS — it is 
impossible to get in without a legacy! I did not have a lega- 
cy (by which I mean, a parent/relative who went to HBS or 
a CXO/topshot executive parent, etc.). All I could think of in 
terms of legacy were my excellent undergrad academic 
record, good all round work experience and significant 
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Harvard. 


extra-curricular participation. 

Connecting with individuals who can help you in the 
school exploration process by providing valuable insights 
from an alumni perspective or industry insider perspective is ' 
an important step in the application process. Through vari- 
ous sources, | contacted a few HBS alumni and posed my 
queries on the school, the application process, post-MBA 
opportunities and the community (and tried to understand 
whether or not I would fit in). 

One of the ways I used to measure my success in 
understanding each of the schools better was by asking 
myself every now and then if I could differentiate between 
these schools more lucidly now as compared to when | 
ventured into this exercise. Each school has a very distinct ^ 
character and you realise this as you learn more and more 
about the school. This also helps one in answering two 
very important questions: 

e Will I fit into the environment of this school? (Be it lead- 
ership, teamwork, or collaboration-oriented.) 

e Will this school be the best one to help me realise my 
post-MBA goals (from a career perspective and otherwise)? 


Engaging The School 

The Harvard application process is a very well knit, all per- 
vasive process. Along with the essays, the application gives= 
one the opportunity to paint a complete picture of oneself. 
In the next few paragraphs, I will make an attempt to sum- 
marise the important elements of the process. 

Intellect: The first component of intellect is vour under- 
graduate (and graduate) education. Most of the top schools 
expect a reasonably good academic score. If your past aca- 
demic record is not great, welcome to the second compo- 
nent. You need to prove your intellectual prowess through. 
a very good GMAT score and credible performance in any 
part-time degree/courses you may have taken up after 
graduation. 

Essays: | feel this is the most important component of, 
the application. Harvard typically asks 5-6 essays questions 
that together paint a ‘complete’ picture of the applicant? 
The essays would be easier to tackle once you are convinced 
with your answers to the following questions — Why MBA? 
Why Harvard? What are your long term and short term 
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eee goals? How can the school help you succeed? And how can you some) is that Harvard's acceptance rate from the inter- 


^* to corroborate the picture drawn by 


you contribute to the school? Also, the three mantras I tried 
to abide by are — treat the essay questions as a part of one 
unified application package and make sure that your 
responses depict various aspects of your personality well, 
emphasise the 3-5 important take-aways for the reader 
from your package and finally, make sure your leadership 
illustrations are appropriately represented. 

Clear demonstration of your goals and strengths is 
, essential to the application — leadership potential, high 
personal ethics, sound academic potential and clarity in 
long-term goals are a few. Also, some ways of contributing 
to the school could include leveraging past community 
service experiences to contribute to Harvard's voluntary 
consulting organisation, contribute to the Harvard 
class with your understanding of multiple business 
cultures or assist classmates in quantitative courses (if 
that is your forte). 

Recommendations: HBS requires the applicant to have 
“ three recommendations. Work with the recommender(s) to 
ensure that she understands her role (I started the recom- 
mendation process two months before the Round 1 sub- 
mission date). It is important to have a dialogue with the 
recommender to help her better 
understand your needs and site 
instances/anecdotes that you think 
she may recall and use appropriately 
in her feedback to the school. It is 
important for the recommendation 


the applicants' essays and also com- 
ment favourably on the applicant 
with respect to the traits valued high- 
ly by the school, for e.g., leadership, 
teamwork, integrity. 

Work experience/others: | can- 
not but stress on the need to have a 
clear plan on how your experience, 
coupled with an MBA from Harvard, 
will help achieve your career aspirations (and believe me, 
* the plan has to be something better than starting a com- 
pany in India after MBA!). It is important to elaborate on 
your involvement in cultural/sports/non-profit causes 
since college days. This helps the admissions committee 
understand you better as a person beyond your work 
experience and academic credentials. 


, Final Kill 

The applications are in (by October 2003) and the long wait 
starts. To cope up with the wait, | have seen lot of appli- 
cants writing about their application experience and seek- 
ing out others who are in wait mode on the BusinessWeek 
MBA discussion forum (if you didn't know about this forum 
it is time to catch up!). 

After I got the interview call (by the end of November 
2003) and got past the initial excitement, it was time to col- 
lect my thoughts. To borrow a cricketing metaphor, it was 
the 'slog over(s)' for me. The good news (about time I gave 





view pool is probably the highest; more than 50% of the 
interviewees get an admission offer. HBS interviews 
approximately one-fifth of the applicants. So, if you make 
the cut there is a very good chance of scoring a home run. 

I started by collating a list of HBS interview questions 
from various sources, did a number of mock interviews to 
get the comfort level in discussing my aspirations and per- 
spectives, directed some specific questions to Harvard 
students/alumni about the interview process. (One of the 
confidence booster tips a friend used was murmuring ‘| 
can do it’ 50 times before the interview!) 

I landed in Boston in the midst of an impending snow- 
storm a couple of days before the interview. As a result of 
the storm I ended up interviewing a day earlier than expect- 
ed. The interviewer was an admissions committee member 
and she was very well prepared for me. I was told that the 
interview would be for 30 minutes, | will be asked four 
questions (which she read out to me) and I can pick the 
order in which to answer them. Some of the typical inter- 
view questions are — why MBA and why Harvard, what are 
your long-term goals, take me through a typical day at your 
work, an incident wherein you helped someone else suc- 
ceed, leadership examples and con- 
tribution to Harvard. As | started 
answering, the discussion evolved 
into a dialogue with the interviewer 
asking more in-depth questions and 
yours truly indulged in responding to 
them. Well, the interview ended as 
promised — in time, and I came out 
with no clue about my prospects. | 
went around the campus, met some 
HBS students and chilled out with 
some ‘Bostonian’ friends that 
evening. Then came the decision 
time (Jan 21st) and here I am! 

Is that the end? Well no, it is actu- 
ally a beginning of sorts. The actual B- 
school experience is an adventure by itself and I can proba- 
bly talk about it more in the months to come, But, at this 
juncture I would like to summarise the factors that were ele- 
mentary and instrumental to my success: 

e Evaluating the B-school decision, waiting till I had clari- 
ty and felt convinced to go for it. 

e Getting valuable inputs about the application process 
and school from friends and others. 

e Interacting with the alumni to get a glimpse of where | 
maybe headed in the future. 

e Understanding my strengths and weaknesses and 
reflecting them appropriately in the application. 

e Trying my best to step away from the landmine of clichés 
(unless any one can be justified very strongly in my case). 
e Considering the process as a structured mode of under- 
standing my goals and myself as an individual. 

e Having a back-up plan so that I could handle bad news (if 
it came) well. 

Relax and enjoy the ride! 8 
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Established in January 1990,IMD is the successor to two previously independent busi- 


ness schools: IMI, founded in Geneva by Alcan in 1946, and IMEDE, founded in 
Lausanne by Nestlé in 1957. IMD, as the institution is known around the world, was 
incorporated under the name 'International Institute for Management Development: 
The IMD campus is located in the heart of Europe, on the shores of one of 
Switzerland's most beautiful lakes. An interview with program director Sean Meehan. 
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Businessworld: IMD offers a 10-month MBA 

course. How does it compare with the two- 

year full-time courses in the US? 

Meehan: Simply put, because we strip out all 
_ the ‘flab’, focus, choose, then run at a hell of a 

' pace, we fit more into our programme than 

many two-year programmes. As a result, we create more 
stakeholder value than any other programme — higher 
return on investment for the participant and reduction in 
economic losses to employers. This works because IMD 
attracts ambitious people who do not want to take two years 
out of their career for an MBA; and with an average age of 31, 
and an average of seven years work experience, the pace is 
much faster and the wealth of knowledge shared amongst 
participants more insightful. Also, as our programme is lim- 
ited to 90 people, we can offer a higher degree of personal 
attention and coaching than most other programmes. 
Businessworld: What are the strengths, or weaknesses, of 
most applicants from India? 
Meehan: We look for each candidate to contribute some- 
thing unique, no matter what his or her nationality. We look 
for diversity of industry, work experience and career goals. 
Each Indian participant in the programme contributes 
something to the learning of the class. 
Susinessworld; Which deadline — the first, second, third, or 
the late round — should a candidate ideally shoot for? 
Meehan: Each year our aim is to create a group of 90 diverse 
people with complementary skills, nationalities and cultur- 
al backgrounds. As the class fills up we loose degrees of free- 
dom — earlier is clearly better. 
Susinesswortd: What is the kind of work experience that you 
value most? Which are the opportunities and challenges a 
prospective student must actively seek? 





Attention" 


Meshan: Given the IMD MBA focus on leadership, ultimate- 
ly we try to identify those individuals whose early career 
suggests that they are likely to have a good shot at the 
‘short-list’ of potential contenders for one of the top spots 
in an organisation. We also look at leadership demonstrat- * 
ed throughout the studies, extra-curricular activities and 
different work assignments. Ideally, a candidate should 
already have had his or her first international assignment. 
In some countries this is more difficult. What we then look 
at is the international content of the work experience and 
try to assess his or her perspective or mindset. 

Hus messworlé: How important is an interview in the admis- 
sions process? Do you hold any interviews in India? 
Meshan: The interview is critical to our selection process as 
you can tell a lot more from watching and interacting with 
a person than you can from paper. It is as much for us to" 
meet and learn about the candidate as it is for the candidate 
to learn about IMD. Our interview day consists of class 
attendance, a 45-minute interview, an impromptu presen- 
tation, lunch with our MBA participants, and participation 
in a case study, run by one of our professors. For the candi- 
dates it is a great way to see whether or not they fit the IMD 
MBA bill and would want to spend a very intensive ten , 
months with us. For this reason, the majority of our inter- ' 
views take place on-campus. However, this year we have 
decided to offer selected candidates the option of being 
interviewed in Shanghai, Singapore, Buenos Aires or Sao 
Paulo in May, if they apply to either of the first two dead- 


: lines. These interviews will follow, as far as possible, the 


same format as a typical interview in Lausanne. 
Sus meseworle: What would you say is the most compelling 
reason for international applicants to join IMD? 
Meehan: The people — fellow participants, faculty and 











alumni. Anyone who joins is motivated by a burning desire 
to lead and to make a difference. It's not often that people 
with these goals find fellow soul mates to share these 
desires with. In the IMD MBA this is possible, as these peo- 
ple remain an important part of a participants life, long 
after graduation. 

: Would you recommend that candidates look 
at the rankings brought out by publications like 
BusinessWeek and WSJ before settling on a B-school? 

: Yes, rankings can offer a valuable insight into the 
strengths and weaknesses of an institute. However, candi- 
dates must also look at the criteria of the ranking and com- 
bine this with their own research to see if it fits with their 
personal objectives and expectations from an MBA. 

: Do you think an Indian who has done an 
MBA from a premier institute in India can still benefit from 
your one-year full-time programme? 

: We accept Indian candidates who have previously 
attained an MBA from India. We find they are seeking more 
international exposure through the second MBA degree. 
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: Most schools want to offer a ‘global’ man 
agement programme. To your mind, what are possibly 
the two or three things that make IMD's programme 
truly global? 

: The diversity of the class, the curriculum, and the 
faculty. For 2003, we had 36 nationalities in one section and 
95% of the students are non-Swiss. Our case studies and 
other class materials are not focussed on any one country 
but instead take a truly international focus. IMD's 53 facul 
ty members are nationals of 30 countries. The diversity in 
the class makes discussions truly international. 

: And finally, any tips specifically for Indian 
candidates? 

: We recommend all our candidates to take time ti 
write a strong application, demonstrating their previous 
leadership experiences and explaining what they will con 
tribute to the programme. Also, they should select recom 
menders who know them well and can comment on thes: 
criteria. Finally, we recommend that students prepare effec 
tively for the GMAT in order to get a solid score. m 
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| — RASHISH PANDEY 








UT together a motley group of architects, engineers, 
lawyers, accountants, entrepreneurs, techies, hoteliers, 


doctors and who-have-you from a dozen Asian countries 


and leave them in a case room for two years. Throw in 


about 700 cases for discussion, infinite sleepless nights 


and an unlimited supply of beer and burgers, and soon 


you'll have a pretty good picture of life at the Asian Institute 
of Management (AIM). 

Established in 1968 in collaboration with Harvard 
Business School (HBS) and the Ford Foundation, AIM is one 
of the oldest business schools in Asia. Situated in the mid 
dle of the business district of Manila, Philippines, AIM is 
consistently ranked as one of the top MBA schools in the 


Asia-Pacific region. 

Most of us chose AIM for its quality of education, il 
top-notch reputation and its affordability vis-a-vi 
B-schools in the West. An MBA at AIM costs you $30,000 a 
against $60,000 or more at a B-school in the US and Europi 
[o top this, AIM offers merit-cum-need based scholarship 


to several incoming students. 


The AIM campus (left) 

The author (second row, 
extreme left) in a connected 
classroom where students can 
link up with the world 


The Indian fraternity gets 


together (right) 


'he school has a 'practitioner-oriented' approach to teach- 
ing, in giving one the perspective of a hands-on manager. 
Most of the professors are former executives who have 
Served for more than 10 years in local and multinational 
companies. For instance, the former managing director of 
PricewaterhouseCoopers, Philippines, teaches finance 
whereas the Asian marketing guru, Ned Roberto, tutors in 
market research. The faculty takes regular sabbaticals to 
take up corporate or government responsibilities and are 
required to spend nearly a third of their time consulting 
with companies. As a result, the quality of class discussions 
* is very high. 

The method of instruction is case-based, which makes 
prior work experience essential. While the course require- 
ment is a minimum of two years, most of us have worked 
longer than that. And since all of us come from various 
industries, we are able to bring a diverse set of perspec- 

etives to the case room. At AIM, students are split into learn- 
ing groups popularly called CAN groups, which are designed 
in a way that brings together people from different back- 
grounds and nationalities. 
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here is diversity on campus in more ways than one. AIM 
follows the 'school in a school' concept where four different 
schools co-exist within the same campus. These are: the 
Washington SyCip Graduate School of Business (which 
offers the MBA and the one-vear Masters in Management 
programme), the Center for Development Managemen! 
and public 


(which focusses on developmental policy 


issues), the newly created Asian Center fo 
Entrepreneurship (ACE), and the Executive Center for Life 
long Learning. We get the opportunity to take up electives 
in different schools and there is significant cross-learning 
Every year the first-year MBA students are teamed up with 
entrepreneurs from ACE to consult and suggest improve 
ments to their existing businesses. This experience IS takel 
a step further with the international student exchange pro 
gramme, under which a third of the MBA class gets to spend 
one term in leading B-schools in the US and Europe like 
Wharton, Amos Tuck and Richard Ivey. Thus, the : 
NGO 


mental organisations) staffers, bureaucrats, exchange stu 


unpus 


always teeming with entrepreneurs non-govern 


dents and students like us 





The ‘Leftist’ Approach 

A couple of years ago the school conduct- 
ed a survey of CEOs and HR heads in the 
region and asked for feedback on the AIM 
alumnus. The feedback was uniform: AIM 
graduates were excellent in analytical and 


other business skills, but needed to 
improve on soft skills like people manage- 
ment, In fact, the joke went that after two 
years of ‘left-brain analysis, the graduates 
came out with their heads tilted to the left! 
Based on the feedback the school 
reworked the first-year curriculum. Now 
the first-year students are required to go 
through psychological tests and are 
grouped in learning teams keeping in 
mind the results. The idea is to familiarise 
students with the emotional subcontext of 
business decision-making and to help 
them develop a ‘whole-brained’ approach 
to problem solving. 


The Indian Contingent 

AIM is particularly popular among 
Indians. At any point in time, there are 70- 
75 Indians on campus. This includes about 50 in the MBA 
programme (both years included), 15-odd in the one-year 
Master in Management programme and 10 senior bureau- 
crats from the Indian government in the one-year develop- 
ment management course. The community is close-knit. 
Desi parties are held every two months, besides the regular 
set of activities that make up the school calendar. 

The biggest bash on campus is the Diwali party. Last year 
we enacted the Ramayana with a largely non-Indian cast, fol- 
lowed by an Indian fashion show done by Filipino and other 
'foreign' students. The whole campus was lit with small can- 
dles in glasses and the entrance done up with a big rangoli. 
The dandiya performance in the just concluded 
International Week is still being raved about as 'the dance 
with large chopsticks’! In fact, the Indian community is so 
large that for the cricket World Cup semi-finals and finals last 
year, we had to hire a whole sports bar and have the matches 
specially screened. 

On the placement front, earlier Indian students were 
mainly placed in Singapore and Hong Kong - primarily in 
the IT, consumer goods and banking sectors. Off late, how- 
ever, the slowdown in these core markets along with the 
'India Shining' sentiment has encouraged graduates to go 
back to India and look for a job there. 


Rep Matters 

The last few years have been tough for placements, but this 
year things are looking up. The camaraderie is very evident 
during these times, where instead of competing with each 
other, people share leads, contacts and information about 
job searches. The brand equity of AIM allows a student to 
practically walk into any office in Singapore or Hong Kong 
or Manila and be assured of a decent hearing at least. Due 





Celebrating Diwali is a big event on campus. In fact, it is the biggest bash 
on the AIM campus 


to previous work experience people tend to craft unique 
career paths for themselves. Some focus on their existing 
domains like IT or banking, others shift to newer areas. As 
part of benchmarking, all finance majors are required to 
clear the AIMR CFA Level I exam. 


AlMing For New Heights 

For a long time AIM was the only well-known B-school in the 
region. With growing importance of commerce and the 
region itself, came a new generation of B-schools, and AIM 
had to start contending with new realities and challenges of 
sharing the limelight. In order to retain its ace position, AIM 
took a host of initiatives. It recently bagged the European 
Quality Improvement System (EQUIS) award given by the 
European Foundation for Management Development and 
the equivalent American accreditation (AACSB). 

Links with HBS and Tuck are being revived and an MoU 
was signed with France-based INSEAD to offer joint execu- 
tive education programmes. The World Bank chose AIM as its 
first private sector academic partner to set up the Global 
Distance Learning network. Further, in its bid to engage 
India and China, AIM started its executive MBA programme 
in India and plans are afoot to partner with Chinese B- 
schools. Research is continuously on to generate more Cases 
out of these markets. And renewed focus is being put on 
alumni relations and brand building. These are clearly inter- 
esting times for AIM. m 


Rashish Pandey belongs to the class of 2004 at AIM, Manila. Before joining 





AIM, Rashish did his Bachelors in Business Studies from Delhi University 
and majored in marketing. After that he worked for two years with 
Siemens Public Communication Networks. You can email him at 


rashishp@hotmail.com 
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The ideal way to manage rising expenses of higher education. 


Educational Loans from HSBC * 


Our local knowledge backed by global expertise 
helps us understand your needs to the fullest. We 
understand your desire to provide the best 
education to your child. So, when you plan your 
child's future, we know you need more than just an 


HSBC's Educational Loan offers you various 
flexible options like: 

* Low interest rates 

* Boarding and lodging expenses 

* Opening a bank account with a Debit card 
* Insurance option 


Ieswesl by The Hongkong and Shanghai Banking Corporation Limited. India 
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ordinary educational loan. HSBC therefore offers 
flexible and comprehensive Educational Loans 
that go beyond just providing college fees. Be it 
pursuing studies in India or abroad, we ensure 
things are made a lot more easier. 


HSBC 42) 


The world’s local bank 








Termi amd conditions apply AN inan: at the sale dincretion of The Homgteny and Shanghai Banting ( ^cpocato Limited imis 
For further details, visit our web site www.hsbc.co.in or call the phonebanking / branch number in your city + Ahmedabad 98982 72424 * Bangalore 2558 9595 - Chandigarh 
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How To Write 
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sluggish economy, higher unemployment, dotcom failures 
and America’s unrelenting allure have resulted in a huge 
. increase. in the number of B-school applicants. 
With applications up nearly 10-15%, there is a very large 
and talented applicant pool that makes it even harder 
now to enter good business schools than before. 


GMAT, under-graduate GPA, recommendations and essays 
are all complementary elements of a total application pack- 
age. The first three are more standardised metrics that are 
essentially a ticket to compete. Essays, on the other hand, 
offer a unique opportunity to differentiate an application. 
They are a window to your world that will enable people to 
understand the person behind the numbers and the 
achievements. 

While I have no ‘magic formula’ to create picture-per- 
fect essays, I have put together a few thoughts that sum- 
marise my perspective on writing winning essays that will 
complement an application package. 


THE TEN GOLDEN RULES 

1. Have a good story: A well-thought out story about why B- 
school makes sense is a fundamental part of any good 
application. A good story makes an application stand out by 
tying in personal background/experiences, personality 
traits and future plans into one compelling and integrated 
picture. 

2. Be consistent: The need to be consistent across various 
parts of the application, and across all the essays, is closely 
related to the earlier point. Inconsistencies breed doubt 
and should be avoided at all costs. 

3. Think holistically: It is a good idea to first step back and 
list out all the essays a school requires before starting work 
on any particular one. This will help you distribute all the 
experiences and qualities that need to be showcased. 

4. Personalise the essays: Schools prefer to maximise 
acceptance rates by extending offers to those students who 
are more likely to accept. Since students generally apply to 
several schools, essays help schools identify students who 
are genuinely excited about their programme. Therefore, 
selectively referencing some aspects of the school (history, 
programme reputation, professors, clubs) works well. 
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5. Demonstrate muted confidence: While it's very important 
to come across as a confident person, it is equally impor- 
tant to avoid appearing arrogant and/or over-confident. 
Avoid using superlatives unless absolutely necessary. It is 
often a good idea to lead readers into making obvious con- 
clusions about your abilities rather than explicitly stating 
them. 

6. Showcase - don't catalogue - achievements: Essays should 
be viewed as a trophy case to highlight experiences and qual- 
ities that'll distinguish your application from that of others. 
Avoid listing every little positive fact about yourself. 

7. Use a clear and simple structure: With an ever-increasing 
number of applications to cover, reviewers barely spend a 
few minutes on each individual essay. Well-structured 
thoughts make it easy for a reviewer to understand and 
grasp the contents of an essay quickly. It is therefore impor- 
tant to group related ideas and sequence them logically. 

8. Respect word limits: Word limits should be strictly fol- 
lowed. Although hard to practise, 'economy of words' is a 
golden rule to follow when writing essays. Reviewers appre- 
ciate concise, yet complete answers. 

9. Use an active voice and avoid silly mistakes: Use the active 
voice throughout your essays to bring them to life. 
Typographical errors should be aggressively avoided. Have 
someone else review your work, as it is easier for an out- 
sider to catch mechanical errors than it would be for you. 
10. Start early: It is very easy to underestimate the work 
associated with writing essays. Plan ahead and leave suffi- 
cient time before deadlines to work on the essays. It is often 
helpful to begin organising your thoughts around typical 
questions very early on (several months in advance) so you 
can refine and perfect what you are going to write. 


TIPS TO CRACK TYPICAL ESSAYS 
@ Essays on career aspirations and reason for an MBA: These 
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0. Start early 


- 
essays are an opportunity to tie in previous work experience 


with future career goals, and thereby explain why business 
school makes the most sense. It is important to highlight why 
an MBA is a crucial step towards meeting your long-term 
career goals - and why it is important at this particular junc- 
ture in your life. 
s : These essays should not serve as 
* a mere catalogue of your achievements but instead they 
should highlight what was behind the achievements. What 
implicit qualities do they demonstrate? What valuable les- 
sons have you learnt? What factors — leadership style, 
analytical power, etc. — drove your success? 
E : Essays that talk about failure are among the most 
dreaded. Students often cite examples where they tone 
down failures to avoid creating negative impressions. 
However, the focus of these essays is more on the lessons 
learnt through failures rather than the nature of the failures 


fe — achievements 


Use an active voice and avoid silly mistakes 





themselves. So try to highlight any examples where lessons 
learnt from a previous failure helped drive success in 
another situation. 
3 : Leadership roles in professional, aca 
demic or extra-curricular situations are all equally helpful in 
demonstrating your abilities. Focussing on vour ability to 
play the role of both a team player and leader through exam 
ples is a powerful way to demonstrate leadership skills 

By all means have somebody go over your essays to spot 
silly errors. But don't outsource the actual work. Remember 
the essays are the best opportunity to bring your applica 
tion to life - and to win the admission committee's hearts 
and minds. 8 





At 22, Ashish Kotecha was the youngest in his class at UCLA 
(Class of 2001). He is now working as an engagement manager at 
McKinsey & Co. 





It was a radical idea when Joseph Wharton asked the 
University of Pennsylvania to found the world’s first 
collegiate business school in 1881. There were no text- 
books, no curricula, and no professors of business. In 
time, the vision and financial support of Joseph 
Wharton and early leaders of the school transformed 


this 'struggling provincial experiment' into the foun- 
dation of an industry. At the same time, the study of 
business was transformed from a trade into a rigorous 
profession. An interview with director (graduate divi- 


sion) and vice-dean Anjani Jain 


Businessworld: What would you say is the 
most compelling reason for international 
applicants to join Wharton? 

jain: International applicants are attracted 
to the Wharton School because it is recog- 
nised around the world for its innovative 
leadership and broad academic strengths across every 
major discipline and at every level of management educa- 
tion. Founded in 1881 as the first collegiate business school 
in the US, Wharton's reach is global — the school has near- 
ly 5,000 students from more than 65 nations enrolled in 
degree programmes, 10,000 participants in its executive 
education programmes, and a network of nearly 77,000 
alumni in 137 countries. Regardless of where candidates 
live and work after the MBA, they benefit from an unparal- 
leled learning environment with global relevance and 
appeal. 

Businessworld: Would you recommend that candidates 
consider the rankings brought out by publications like 
BusinessWeek and U.S. News & World Report before making 








their choice of a B-school? 
Jain; Rankings and other survey instruments can be useful 


tools for observing academic trends and relative differences , 


among schools. As with all forms of feedback, these publi- 
cised data sometimes help B-schools in their efforts to con- 
tinuously innovate and improve all aspects of their pro- 
grammes. Having said this, one must view such results cau- 
tiously, because methodologies vary from publication to 
publication across all the rankings. 

Beyond survey results or official B-school rankings, 
there are several essential issues a prospective student 
should consider before deciding where to earn an MBA 
from. These include: 1) intended geographic location post 
graduation and a school's direct connection with that com- 
munity; 2) the strength of a school's alumni network in 
his/her intended future career; and 3) a school's course 
offerings in his/her intended major. These considerations 
ultimately affect the value of a programme to an individual. 
Businessworld: Wharton has slipped in the BusinessWeek 
rankings. Do you agree with the assessment? 
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: The BusinessWeek rankings are one of about 20 cur- 
rently administered by various publications for MBA, 
EMBA, under-graduate and executive education pro- 
grammes, in which Wharton has consistently been listed at 
the top or near the top. While we recognise that rankings are 
a fact of life in the B-school world, and that many people 
pay attention to them, they have never defined us. 

Before the proliferation of rankings, Wharton was 
steadily building its academic programmes and its strength 
in faculty research is the best in the world. That has always 
been our focus, and it will continue to be, wherever we are 
listed in any particular ranking. 

By almost any measure, the school is in the strongest 


position in its history and is building 
on its momentum through initiatives 
such as: 

e Completion of Jon M. Huntsman 
Hall, the most advanced educational 
facility in the world 

e Successful completion of a nearh 
$450 million fund-raising campaign 
e Successful launch of Wharton 
West; graduated first West Coast MBA 
for Executives class in spring 2003 

e Highest-ever quality of matricu 
lating students 

e Launch of Learning Lab to better 
utilise technology to enhance class 
room learning process. 

While the BusinessWeek survey 
and others play a role in the students 
perception of the school, its out 
worldwide community's consistent 
efforts to 
deliver the highest standard in even 


innovate, achieve and 
thing we do, and it is the day-in-day 
out actions of our people that are the 
best measure of Wharton's leadership 
in business education. We compare 
this feedback with the ongoing stake 
holder surveys the school conducts 
each year, including issues regarding 
student and recruiter satisfaction 
How can an Indian 
student, who has already got an MBA 
degree from a premier Indian institu 
tion, benefit from your two-year full 
time programme? 
It is not uncommon fo! 
prospective students who already 
possess an MBA from another pre 
mier institution to apply to our pro 
gramme. The most frequent ratio 
nales for acquiring a second MBA 
include: 1) a first MBA with little or 
no base of professional work experi 
ence to build upon; and 2) the desire 
to gain a more global education. In 
the first instance, candidates believe the value of their orig 
inal MBA was circumscribed by their limited exposure to 
the business world and life in general. Taking the same 
degree with the benefit of time, experience and a broad 
ened perspective will enhance the depth of their learning. 
In terms of a global education, we find that many of 
these prospective students are looking to broaden theii 
exposure by attending a school with a greater international 
emphasis. A school such as Wharton, comprised of approx 
imately 33% international students, a global curriculum, 
and numerous opportunities to study and work abroad 
offers a truly global education. 


: Is there any part of the application — essays 





recos, resumes, or GMAT scores — that is given more 
weightage while evaluating international students? 
Jain: Wharton's MBA evaluation process is a holistic one, 
with no relative weight attached to different areas of the 
application. It is worth mentioning, however, that in a pool 
where 75-80% of all applicants are admissible, the more 
qualitative dimensions of an application become important. 
After an application is reviewed, the admissions com- 
mittee reaches a bottomline — evaluative assessment of an 
individual's readiness for an MBA, the ability to clearly 
articulate past and future career goals, if he or she is fit for 
our particular programme, and the ability to contribute to 
the school as a student and an alumnus. The same process 
is used for all candidates, national or international. 
Businessword: What are the strengths, or weaknesses, of 
most applicants from India? 
Jain: While it is hard to generalise about any population, we 
do find that Indian applicants are, by and large, strong can- 
didates in our pool. The major strength we see is in their 
quantitative skills, as reflected in strong academic and pro- 
fessional training in engineering, computer science, and 
related fields. This background prepares them well for the 
analytics and rigours of the Wharton MBA programme. 
These quantitative skills may also serve as a weakness when 
the more qualitative dimensions of an education or person- 
al development may be relatively de-emphasised. As an 
institution, we seek candidates who are not only intellectu- 





ally prepared for the programme, but well-rounded individ- 
uals with strong interpersonal skills (like leadership, team- 
work, management). Our community is built on attracting 
people who will contribute as much to the school as they 
will take away from it. 

Businesswosd: What is the kind of work experience that 
you value most? What are the opportunities and chal- 
lenges a prospective student must actively seek? Does 
Wharton admit any candidates without work experience? 
Jain: For the Wharton MBA programme, we seek candi- 
dates from diverse professional backgrounds. An MBA 
learning environment is enhanced when students come 
from a variety of industries and business sectors, including 
the government and not-for-profit arenas. We are more 
interested in the quality of a candidate's work experience 
than where he/she has been employed. Strong candidates 
are generally those who are progressing at work, expanding 
their skill sets, and/or gaining direct management or lead- 
ership experience. Individuals with less extensive profes- 
sional development who exhibit great potential in these 
areas are also valued candidates. 

It is the rare candidate who is admitted without work 
experience — less than 2% of admitted students have under 
two years of professional work experience. Because an MBA 
is an applied degree, students learn more from the pro- 


"A Wharton degree is well worth its cost. The return on investment is 
among the best in the world, as reflected in lifetime earnings." 


gramme and contribute more to it when they have a base of y 
professional experience to build upon. With exposure to the 
workforce comes a broadened perspective and apprecia- 
tion of real-world applications of knowledge, in addition to 
opportunities to develop teamwork, leadership, and man- 
agement skills. 

Businessword: Just how important is an interview in the 
Wharton admissions process? Do you hold any interviews 
in India? 

jain: The Wharton interview is an evaluative tool used to 
help assess a candidate's interpersonal skills — how well 
someone communicates verbally and interacts socially. The 
interview serves as one data point that we consider in eval- 
uating the strength of an entire application. Contrary to 
popular conception, the interview is not a turn-key event 
that determines whether or not a candidate is admitted, 
wait-listed or denied. In the vast majority of cases, admis- 
sion decisions are made on multiple grounds, one of which 
may or may not be the interview. 

The Wharton MBA admissions and financial aid office 
conducts interviews around the world — on-campus with 
graduate assistants and staff, off-campus with staff, and off- 
campus with alumni. Each year we offer hundreds of inter- 
views in India and throughout Asia to prospective candi- 
dates. These interviews are conducted by both staff mem- 
bers and trained alumni. 

Businessword: The cost of a Wharton MBA is among the 






steepest. Do you think this is a deterrent for Indian students? 
jain: The cost of the Wharton MBA is consistent with other 
top MBA programmes. Based on its general reputation and 
education delivery methods, the Wharton MBA degree is 
considered to be well worth its cost. The return on invest- 
ment is among the highest in the world, as reflected in life- 
time earnings. Even at a time when repayment periods 
may be longer, the degree continues to be a worthwhile 
investment. 

Businessworid: And, finally, what is the message you would 
like to send out to Indian applicants? 

Jain: In preparing their applications to Wharton, we'd like 
Indian applicants to be aware that they, like all applicants, 
are evaluated relative to the entire applicant pool. 
Applications are viewed collectively; they are not disaggre- 
gated for review based on citizenship, professional back- 
ground, undergraduate institution, or other criteria, as is 
frequently assumed. There are no quotas established for 


individual countries or regions. es 


For detailed information about our evaluation process, we suggest candi- 
dates visit http://www.wharton.upenn.edu/mba. Here they will find down- 
loadable descriptions of the application review process and also gain 
access to our student2student discussion board where current students 
and staff members exchange information with prospective students. 


^" 





"^ * VERYONE knows that paying for B-school puts a 
— huge dent in the wallet but did you know that the 
application and testing process alone costs a 
small fortune? You can expect to shell out a few 
| thousand dollars just to be a candidate at some 
over-priced B-school abroad! Let's see how. 





wo 


The Testing Expense 

GMAT Fee: $200.00 

This is just the test fee! Credit cards, cheques, money 
orders, bank drafts, international postal money orders, and 
UNESCO coupons are the only way to pay. 

Rescheduling Fee: $40.00 

Not ready to take the GMAT on the scheduled date? Think 
you want to take it at another centre? Not happy with your 
first score? Well, whip out the Visa again. A second attempt 
sets you back by another $200. So on testing alone, you've 
spent $440 — that's a car payment! Adequate GMAT prepa- 
ration through a good course can save you some money. 


The Application Expense 

Applying to the top B-schools is expensive at an average of 
$150.00 each. Most business schools charge a more rea- 
sonable fee though — 50 bucks. Let's work out the cost on 
the hypothetical basis that you are applying to seven busi- 
ness schools. 

Total fees for applying to seven average B-schools: $350.00 
Total fees for applying to seven top B-schools: $1050.00 


‘Zh Price Ul Admission 


Why does a school charge so much just for applying to it? 
Two reasons. First, the fee acts as a deterrent to people with 
less than stellar credentials applying to schools that are most 
likely out of their reach. The second reason is a lot more cap- 
italistic; these fees are money in the bank! Harvard charges 
$175 a person. Every year around 8,000 people apply. That's 
$14 million in their kitty per year from application fees alone! 


GMAT Reports: $50.00 
Only five reports are included in the registration fee. This is 
the cost of sending the two additional reports at $25 each. 


Courier charges of $17 each: $119 

You don't want to risk your application by sending it 
through regular or registered post nor will you have 3-4 
weeks on hand to ensure that it reaches on time. 


Total: $959 ($1,659 for the top schools) 

There are still numerous other expenses to think about. 
Study books and test prep courses, admissions consulting. 
transcript ordering and attesting charges, long distance 
calls for the interviews, etc. which could add another thou- 
sand or more dollars to the total damage done so far. Of 
course most applicants consider these costs a small price to 
pay for an MBA and eventually à nice, high paying job that 
comes with an assistant and free use of the corporate jet. = 


The Princeton Review Team 





Some Pay Offs... 


A brief chat with Arvind A. Ramnani, sec- 
ond-year student at University of Michigan 
Business School (UMBS) 

1. What are the highlights of your University 
of Michigan Business School experience? 
My programme started with a ‘pre-orientation’ week with 
ten UMBS students beach camping in the Caribbean — 
the British Virgin Islands. Apart from getting to know 
each other, we snorkeled every day and kayaked a total of 
thirty miles. 

In my second year, I worked with senior professors to 
conduct extensive research on BPO companies in India. 
UMBS funded a field study where I interviewed several 
CEO's of Indian BPO companies and other industry experts. 
The culmination of the study is a case study that will be 
used as a basis to stir classroom discussions and to educate 
future business leaders on the benefits and the risks associ- 
ated with off-shoring to India. 





2. How was your academic experience at UMBS? 

My experience has exceeded the expectations I had from 
the programme. The core courses have given me a broad 
understanding of business issues. The electives | have 
taken have been exceptionally engaging. I have taken 
classes where we have had lively debates with different 
CEO's at each class session. Apart from learning about 
economics, finance and accounting, I have learnt the art 
of negotiation from world experts. 

I have to say that the most unexpected but valuable 

take-out from the course has been working in teams on 
cases. Most of the teams I have been part of have been 
outstanding and | have learnt as much from my team 
members as I have from the professors and my own study. 
3. What are the benefits of studying outside your home 
country? 
The global network developed with students and faculty 
provides a powerful foundation that can be used to 
expand one's business areas later in life. Further, it's a 
powerful mechanism to expand one's perspectives — aca- 
demically, socially and culturally — at such a fast pace. = 











Making Your B-scho: I 
Application Stand Out 


OST applicants suspect that the GMAT score 

or undergraduate GPA (grade point average) 

pushes their application into one of three 

piles: ‘yes’, ‘no’, or ‘maybe’. But that's not the 

way it is. Unless one or more of your scores is 

so low that it forces a rejection, the piles are 
‘looks good’, ‘looks bad’, ‘hmmm, interesting’, and all varia- 
tions of ‘maybe’. While exact admissions requirements vary 
from institution to institution, most rely on some combina- 
tion of the following criteria: GMAT score, GPA, work expe- 
rience details, essays, letters of recommendation, inter- 
views, and extra-curricular activities. Of these criteria, the 
first four are usually the most heavily weighted. As a gener- 
al rule of thumb, the more competitive the school, the less 
room there is for weakness in any one of these areas. 

Whats fair about the system is that you can compensate 
for problem areas. Even if you have a low GMAT score, evi- 
dence of a high GPA, quantitative work experience of some 
kind, or the completion of an accounting or statistics 
course can be a strong counter-balance. 

An important reason not to tarry on your application 
is financial aid. While the period for accepting and consider- 
ing applications may last into the spring, the deadlines 
for financial aid opportunities such as merit-based fellow- 
ships often arrive sooner than that. Remember, requests for 
financial aid do not affect a school's deci- 
sions concerning admissions. 

To make your application stand out 
among the thousands of others being 
considered during any given application 
period, you must craft it into the ‘story of 
you. You need to know why you want to 
go to a B-school and the specific one at 
that, and then spend some time and 
effort to translate that self-awareness 
into a compelling story that not only 
highlights your strengths, but also 
demonstrates an awareness of your 
weaknesses and a plan to improve them. 


Follow these two golden rules while 
working on the application: 
Give it time: [n order to give your applica- 
tions the time they deserve you must first 
and foremost know your deadlines. 
Secondly, you must not flirt with those 


deadlines. Remember: the more you delay submitting your 
applications during a rolling period, the fewer remaining 
offers of acceptance a school will have to award. Within the 
last year or so, many top MBA programmes have replaced 
snail-mail applications with their online versions. This 
allows both applicants and admission committees to save 
time and money. An applicant can save even more time by 
using the online application technology which allows him 
to upload his essays, created in a word-processing software, 
directly into the application. The Application Inspector fea- 
ture then checks his entire application for quantitative 
errors in data entry. 

Proof Your Work: You must proof your work with extreme 
care. Once you've gone through it and are satisfied, allow 
another set of eyes to proof it as well. (For example, it 
always helps to call the school by its correct name and not 
its competitor's — a mistake that happens all the time.) 


Here are some tips to make your application stand out: 


Crafting The Application 

As the application at Columbia University School of Business 
says, the goal of the application is to allow the emergence of 
your academic, personal and professional accomplishments 
and ambitions... Your application and essays should present 








To make your application stand out among the thousands of others 
being considered during any given application period, you must craft 
it into the ‘story of you’. 





you as an individual of diverse skills and interests’. This is the 
‘story of you’. As many recent applicants have learned, there 
are many ways to tell your story to an admissions committee. 
Your job is to utilise every single one of them to the extent 
that you feel makes a genuine, compelling case for your 
acceptance. 


Essays 

For the best possible essays, spend enough time on them to 
communicate your self-awareness of why you want to go to 
B-school. One recent graduate of NYU spent ‘a long time’ 
on the essays but would now ‘spend longer, get friends to 
read them critically, and potentially seek professional edi- 
torial help to sharpen and clarify them’. 

You may choose to ‘cannibalise’ your essays and 
remould them to fit the different questions phrased by each 
school, but do so carefully. 

What makes a good essay? 

All good essays have certain things in common. First, they 
are well written and organised. Second, they contain argu- 
ments that are substantially backed by examples from your 
personal or professional life, and are relevant to the topic of 
the essay. Third, they reveal something unique about you 
that makes the admissions committee believe that you have 
something distinct to add to their mix of students. 


Supplemental Statements 

Virtually every aspect of most applications can be appended 
with a supplemental statement from you. These statements 
offer you a further opportunity to tell your story, but beware 
of coming off as insincere or an apologist. Whatever you Say, 
be careful not to pass the buck; take responsibility for your 
record. Ultimately, supplemental statements should used, 
but not abused, in order to clarify and accentuate the facts 
behind aspects of your application that may invite questions, 
create uncertainty, or benefit significantly from added expla- 
nation. However, if the essays address the very subject of a 
supplemental statement, you may be better off refraining 
from the supplemental statement altogether, or by simply 
stating in it, “ (Blank) is a defining characteristic of my life, as 
discussed in Essay #2.” 


Beyond Essays And Supplemental Essays 

Sometimes, acts above and beyond the written word can be 
effective at identifying you as the unique candidate that you 
are. One recent graduate of Harvard Business School had 
been concerned during his application process that the 
admissions committee could not appreciate his business 
fully. His solution was to send the office a case of the salsa 
and pasta sauces that formed the core of his company’s 


products. When each member of the committee is 
analysing ten or more applications each day, every day, for 
months, a tactic such as that can demonstrate a personali- 
ty that hits the committee like a welcome blast of fresh air 
(incidentally, Mr. Salsa & Sauce was accepted to Harvard). 

At the same time, however, at least one top-five school 
is known to have a 'comedy wall' where items sent by appli- 
cants that 'didn't work' are displayed. Use your discretion 
as to what best represents you as a unique yet grounded 
individual. 


Recommendations 

Almost all MBA programme applications require two to 

three letters of recommendation. Here are a few tips: 

Tip #1: Present Yourself Truthfully Throughout Your Application 

Recommendations should not call into question anything 

you have written about yourself elsewhere in your appli- 

cation. Exaggerating your achievements can get you into 
trouble. 

Tip #2: Choose Your Recommenders Wisely 

The best recommendations are written by people who 

know you well professionally, who sincerely like you and 

can discuss the same points that you have iterated in your 
essays and statement of purpose. 

If a school requires two letters of recommendations, try 
to get both from professional sources. If three letters are 
required, it is usually permissible for one to be from an aca- 
demic source. At least one should be from your current 
immediate supervisor. Other alternatives, in decreasing 
order of desirability are: a former supervisor, an indirect 
supervisor, current colleague, or former colleague. 

Tip #3: Provide Your Recommenders With Background Information 

Provide your recommenders with the background informa- 

tion they need to write compelling letters of recommenda- 

tions. Here are some items most recommenders will find it 
helpful to have: 

e Your resume 

e Your statement of purpose: tells them about the points 
you have chosen to emphasise. 

e Talking points: Think of these as examples they can use 
to present your analytical ability, quantitative skills, 
maturity, leadership, etc. 

e A list of the schools along with your reasons for applying 
to them. 

e A list of deadlines: ask for recommendations well in 
advance of deadlines. If you do need a récommendation 
in a hurry, try to ask in person and explain the time con- 
straint. 

Tip #4: Send A Thank You Note 

Writing letters of recommendation is a favour. Sending a 





thank you note two weeks before the deadline will relate 
politeness, gratitude, and respect. In addition, the note will 
serve as a gentle reminder. 

Tip#S: Ensure That The Letters Look Authentic 

Make sure that the recommendations are sent in signed and 
sealed envelopes or from the email accounts of your recom- 
menders (wherever possible) to serve as proof of their 
`- authenticity. However, heres a confession from a UC 
Berkeley professor (name withheld upon request), "for inter- 
national applications, we generally discount the recommen- 
dations since we are aware that these are not authentic and 
are infact fabricated by the applicant himself." 


Resume 

In addition to the application form, B-schools require you 
to submit a professional resume. According to GMAC's 2002 
Global MBA Survey, almost 80% of business students have 
three or more years of work experience. The student bodies 
at most schools have an average of four or five years of work 
experience, and many schools strictly adhere to a two-year 
minimum. The rare exception is granted to older under- 
graduate students who gained work experience before 
going to college and then applied directly to a graduate pro- 
gramme (schools generally only count full-time, post- 
undergraduate work in their calculated 'average work expe- 
rience for the entering class’). 

But why do B-schools require work experience? 
According to Jennifer Chizuk, director of the MBA pro- 
gramme at Michigan State University, much of the learning 
in B-school is from sharing work experiences. B-school 
courses rely heavily upon case studies, and students need 
to have experience to apply to the cases. 

Even more important than how much experience you 
have is the type of experience. Internships and part-time 
employment are not perceived as valuable as full-time 
employment because they don't provide the same level of 
responsibility, experience, or accountability. 

Work experience is typically evaluated based on the rep- 
utation of your employer; your advancement or progression; 
your professional and interpersonal skills; your leadership 
potential; and the diversity of your work experience relative 
to that of other class members. All top B-schools today are 
looking for leaders. But how do admissions directors identi- 
fy leaders? Most admissions officers consider the following: 

A consistent pattern of taking initiative and engendering 
change. Consistency is key; the best leaders are constantly 
surveying their environment to see how they can make it 
better, wherever they are. 

Balance. In addition to a solid record of academic and 
professional achievements, leaders also have a variety of 






What's fair about the (selection) system is that...even if you have a 
low GMAT score, a high GPA, quantitative work experience, or an 
accounting or statistics course can he a strong counter-balance. 


activities they are involved in outside of school or work. — »* 

Comfort about taking calculated risks. Leaders are not 
afraid to take an occasional, well-thought-out chance. 

A genuine desire to leave a legacy that lasts beyond their 
involvement in an organisation. The best leaders manage to 
involve other people in their activity such that their legacy 
lives on. 

Here are some of the Do's and Don'ts of a good resume: 
DO 
e Highlight activities or experiences in which you have 

demonstrated progress, teamwork, management abili- 
ties, commitment, responsibility, leadership, communi- 
cation skills, and writing ability. Include all community 
service activities. 

e Provide a start date and an end date for each activity list- 
ed. Display the month and the year only. 

e Use reverse chronological order in each subdivision of 
your resume. List your educational history before your 
professional experience. Include any academic honours 
received. 

e Limit your resume to one page and make sure that it is 
clear and easy to read. Proof-read it for spelling, gram- 
matical errors. 

DON'T 

e Write in the passive voice. 

e Mix college and post-college activities — even if they 
happened concurrently. Any absence of continuity in 
your resume can however be explained, if not rescued, by 
a supplemental personal statement. 

e Use too much industry terminology, ‘big’ words, 
hyphenations, abbreviations, and personal pronouns. 
Don't lie. Don't include height, weight, birthday, or other 
personal information. Don't write, 'references available 
on request. 

e Use unconventional fonts, strange formats and margins 
of less than one inch. Type size should be 10-12 point. 
Font should be simple: Arial, Helvetica, Palatino, or 
Times. 

A former member of the Student Admissions Commit- 
tee at a top 10 school says that when considering an appli- 
cant's professional resume, he looked for career progres- 
sion, from point A through to point C. "People who changed 
careers were 'somewhat less desirable' than those who had 
progressed through the ranks of one company." 


Interview 

You may be offered and should always accept an evaluative 
interview when requested by the school before or after your 
application. Your mission, as always, is to tell your story in a 
manner that comes across as both qualified and genuine. 












That takes a good amount of sincerity built into a structure 
of some discipline. “You have to work on your presentation 
skills,” says the former student admissions officer. “And | 
always looked for honesty. Half the people think that to be 
in business or to go to a B-school, you have to be really pro- 
fessional and formal. But in reality, the questions can often 
be, ‘can I be articulate?’, ‘can I be funny?’... But you don't 
want to BS, because if you start BS-ing, people are smart 
and they are going to pick up on it.” 

The chance to interview is what differentiates B-school 
from graduate school according to another recent grad. "I 
didn't look as good on paper as | had a lower GPA (3.39 
undergrad) and lower GMAT score (630) than was the norm 
at many schools I applied to." This graduate was sure that 
his interview elevated his application to the top of the list 








The GPA: This is similar to the concept of division in India. 
Most B-schools take into account the academic reputation 
of your college and the difficulty of your curriculum while 

: ng your GPA. Increasingly, schools are looking 
quite closely at your performance in quantitative courses, 
particularly calculus and microeconomics, when evaluat- 
ing transcripts. However, your undergraduate GPA is 
untouchable at the time of applying to B-school. 

The GMAT: Your GMAT score, on the other hand, is still in 

your control. As a general rule, if your scores are more than 

50 points below a school’s average scores, you are proba- 

bly facing an uphill battle. If you're in this situation, con- 





for admission at several schools where, without an inter- 
view, he might not have even made it past the envelope. 

While many interviews leave both applicant and admis- 
sions officer with a worsened outlook on the applicant's 
chance of admission, those who succeed at gaining admis- 
sion tend to look back at the interview as a turning point 
and recommend getting as close to the heart of the admis- 
sions office as possible. "To get an on-campus interview is 
very difficult and requires much flexibility on behalf of the 
candidate," says one Columbia MBA student. "But it's worth 
it Those interviewers carry more clout than the alumni 
interviewers." 

Even without an invitation, you can take the initiative 
with a sincere request to gain a small amount of an admis- 
sions officer's time. The experience is instructive for both 
you and the school, though not always for the better. One 
MBA candidate told us how surprised he was after one 
interview that left him feeling that the school's process 


The best recommendations are written by people who know you well 
professionally, who sincerely like you and can discuss the same points 
that you have iterated in your essays and statement of purpose. 








was ‘haphazard and poorly organised’ 


Human Touch 
There is a lot of value in ‘humanising’ yourself to the highest 
degree, and that can even happen over the phone. "People 
forget the value in picking up the phone and calling people," 
says a former student, who also worked in the admissions 
office. "In reality, even if you do the best job of articulating 
your case, it's a statistical fact that it's still going be a crap shot 
at the top school. At the height of the admissions period, 
there are boxes of applications stacked to the ceiling." In 
some cases, even a phone call might be an admissions-saver. 
This brings up the question of whether to enclose a 
photo with your application, as many schools give you the 
option to do. There is no hard evidence to prove any disad- 


Application Makers & Breakers 


sider taking the GMAT again. At the time of the test make 
sure you request your official scores to be mailed directly 
to the universities. 

English Language Proficiency: If your native language is 
not English, you will probably need to demonstrate com- 
petence in English by taking the TOEFL (Test of English as 
a Foreign Language). 

Transcripts: You will be asked to submit an official tran- 
script from every undergraduate and graduate institution 
you have attended, regardless of whether or not you have 
received a degree from the institution. This can be time 
consuming so don't wait till the last minute. 


vantage from not sending a picture; however, there are ways 
(not necessarily obvious) that a photo could hurt your 
chances of acceptance. For example, you probably don't 
want to send the picture taken during that Vegas trip even if 
you think it makes you look like a fun guy. Most admitted 
applicants who sent a photo remember it as professional- 
looking — clean-cut, business attire — although some 
believed that a smiling or relaxed pose in a more informal 
setting showed their true identity better. 

The trick to a successful application lies in utilising 
every opportunity to make a compelling case for your 
unique story. To do that, devote the kind of time and atten- 
tion to each element that will allow you to look back on the 
process and know that you did the best job possible. And 
then, as they say in games of chance, let the chips fall where 
they may. s 


The Princeton Review Team 





Application Game Plans 


LTHOUGH there are no guarantees, the earlier 
you apply, the better are your chances of get- 
ting in. First, there are plenty of seats available 
early on. As the deadline draws close, a greater 
number of applicants compete for a fewer 
. number of seats. This is true especially for 

those of you shouldering some sort of baggage 
(such as a low undergraduate GPA or a well-below-average 
number of years of work experience). 

Second, in the beginning, admissions officers haven't 
reviewed enough applications to determine the competi- 
tiveness of the pool. An early application may be judged 
more on its own merit than on how it stacks up against 
other applications. This tilts the scale in your favour if the 
pool turns out to be unusually competitive. Finally, if you 
get your application in early, the admissions committee is 
likely to view you as a keen candidate. 





But not all students are able to meet the first deadline 
or even the second. To help you out, we've developed 
application game plans for two types of B-school appli- 
cants. We suggest you try to model your application strat- 
egy on the first. 


The Early Bird 
Early bird is a nice way of putting it. You work like a dog, 
exercise like a demon, and party like a rockstar. You do not 
sleep. You are driven. You are insane. And admit it — you 
will be the first in submitting your B-school application. 
You must, however, bear one crucial caveat in mind: 
regardless of the timing of submission, your application 
must sparkle. Don't risk submitting an unfocused, 
error-laced application on Day 1 just so you can get it in 
on Day 1. Your job, Mr. and Ms. Early Bird, is to be early 
AND fantastic. 


The Early Bird's Planner Application cycle starts in Jan 2005 for the Fall session of 2006. You can push your luck — and the 
start date — by a couple of months. But try to hit the first deadline at all the B-schools 


January 2005 


. Research. Use the Internet to identify schools that fit your requirements and download their 


. applications (or request a hardcopy). Since most applications for Fall admission are not available 


February 





to need to put in. 


— — — — — — e — — 


March 





until July of the year before, use the applications you download as a reference point. 


Take a practice GMAT online to see where you stand and to assess how much effort you're going 


. Consider a prep course to help you get stellar scores in the GMAT. Whatever you do, don't rely on 
a couple of tests taken the day before your GMAT to get you a high score. 


Register for the GMAT either online or by calling the nearest Prometric testing centre. Start your 


GMAT prep. Work on the other parts of the application as well — create a list of recommenders and 
. contact them. It is the depth of your relationship with a recommender that is important, not the 
size of his reputation. Stick with those who know you well. Your list should include at least two 


professional and one academic recommender. 


Continue your prep. We never said it would be easy. Finalise your target schools. Your list should 


. have balance. Mix some top-tier schools with a few second- and third-tier schools. Doing so will 
create more options for you. Keep track of deadlines. Add the date of the first deadline or the 
opening of rolling admissions for each school on the list. Prepare a brief profile of yourself for your 








July 


| 
* | recommenders' use. Include the deadlines for recommenders in it. 


| — — — — — 


Take the GMAT. Request official undergraduate transcripts. Register for GMAT if you need to 
| retake it. Consider a counselling service for B-school admissions. str 


Complete and submit the GMAT Additional Score Reporting (ASR) form. On the day of the test, you 


will be required to designate five schools to which your results should be sent. The ASR is for school 6, 
school 7, etc.; costs $25 per school; and takes two weeks to reach the schools. Call schools to learn if 
essays will be changed from year to year. Columbia, for example, will not change its Fall 2001 essay 
questions for those applying for Fall 2002 admissions. If a school on your list does not change its 
essay questions, write preliminary drafts of each essay. Once again, retake the GMAT, if necessary. 








Request applications. This is in case you've added schools to your list. Or if you fear that you're not on 
the mailing list you'd joined back in January. Apply online wherever possible. You'll save time. 
Work on your essays and resume. 


Follow up with recommenders. 

File Early Decision applications, if schools with this programme are on your list. 
Fine-tune essays. 

Stay in touch with recommenders. Don't nag, but do check in. 

Submit applications. 

Send thank-you notes to recommenders. 

Get back in touch with faith and with the friends you've neglected for months on end. 
Submit more applications. 

Sweat. 

Rejoice. 





The Procrastinator 

WARNING: This timeline can be seen either as an open dare 

or as a friendly way to encourage you to change your ways 

and follow a better timeline. The choice, however, is yours. 
Suffice it to say that the B-school application-savvy 

part of you has been, uh, slow to evolve. You could be one 

of those over-confident vain persons who submits his 


The Slowcoach's Planner: A glimpse into hell 





application to a top-tier school by the final deadline and 
still believes his chances of getting in are as healthy as can be. 
Even worse, you could be the well meaning glutton-for- 
punishment who wanted to get his applications in on an ear- 
lier deadline but work kept getting in the way. The weekends 
meant to be spent hammering out applications were wasted 
on hangovers, sleeping in and hanging out with friends. = 


June 2005 .. Invest in B-school guidebooks. Memorise rankings. Do not pause to wonder how rankings may or 
|. may not apply to you. 
July -— | Register for the GMAT. 
August — Re-schedule the GMAT. 
September . Take the GMAT. m 
| 
October _Re-take theGMAT 
November .— Re-re-take the GMAT. 
E n Contact schools to request applications. 
December Find a good spot for applications to gather dust. 
February _ Awaken in a cold sweat. 
|J Hound recommenders. “Wait. Did you say 'recommenders'? As in more than one? Oh, you gotta be 
kidding me." 
| Complete forms. 
|. Write essays. 
i . Request official undergraduate transcripts. 
March Badger undergraduate transcripts office. 
EE M S Submit applications. 
April Check applications for typos. 


Gather rejection letters. If you got in, go buy a lottery ticket. You are one lucky soul. 








“Our Students 
From india Have 
Been First Class” 


Said Business School opened as recently as 
1996 and is now fully integrated into one of 
the world's greatest universities. The School 
draws on the strengths of Oxford in sub- 








jects such as anthropology, economics, 
international politics, law and psychology. 
An interview with the head of MBA pro- 
grammes Stephan Chambers. 





Susimesswore: Said offers a one-year MBA nates though we pay particular atten- 
programme. How does it compare with the tion at the interviews to how students 
two-year full-time courses in the US? will contribute and collaborate in class. 
Chambers: Our students are expected to Businessworid: Have you found any par- 
achieve comparable standards and feedback ticular strengths and weaknesses as far 
from employers suggests that this expecta- as most applicants from India are con- 

tion is justified. The disadvantages of a one-year course cerned? 

(fewer electives, less time for job searching) are massively Chembers: Our students from India 

outweighed, in our opinion, by the advantages of increased have been first class. 

intensity and lower opportunity cost. Businessworid: Which deadline — first, 

Hus messword: Is there any part of the application — essays, second, third, or the late round — 

recos, resumes, GMAT scores — that is given more weigh- should a student ideally shoot for? 

tage while selecting international students? Chembers: The sooner students apply 

Chambers: We try to assess applicants on all the measures the greater their choice of colleges here in Oxford. Some 

(academic attainment, professional experience, GMAT, scholarships are only available in stages 1 and 2. 

essays, interview). No single assessment criterion domi- Businessworid: What is the kind of work experience that you 








"The disadvantages of a one-year course (fewer electives, less time 
for job searching) are massively outweighed, in our opinion, by the 
advantages of increased intensity and lower opportunity cost." 









value most? What are the opportunities and challenges a 
prospective student must actively seek? 

: We take students with a vast range of experience 
and positively value the benefits this brings to the class 
overall. The wider the spread of experience, the greater the 
learning for the whole class. 

: How important is an interview in the admis- 
sions process? Do you hold any interviews in India? 

: We review all applicants and invite those we 
think suitable for an interview. We interview all over the 
world (in person or by telephone) and interviewed in Delhi 





Le. 
t Y 1 ka 
this 13-14 February. 

: What would you say is the most compelling 
reason for international applicants to join Said? 

: We are a small B-school with à very diverse 
international intake at the heart of an ancient research uni 
versity. Our students are exposed to a huge range of expe 
riences, contacts and ideas. They value Oxford's distinctive- 
ness, high standards, strong international connections and 
culture. 

Do you attract strong candidates from 
India? Is it true that Indians prefer to study in the US since 
getting a job there after graduation is easier* What pe! 
centage of your Indian candidates get jobs outside India 
after graduation? 

: The majority of our students return to their 
country of origin but most do so after an extended period of 
working in Europe or North America. 

: Most schools want to offer a ‘global’ man- 
agement programme. To your mind, what are possibly the 
two or three things that make Said's programme truly 
global? 

: We take it to be self-evident that a prestigious, 
general management MBA should be global in coverage, 
emphasis and membership. Our programme involves fa 
ulty from all over the world, students from all over the world 
(40 countries represented in this year's class), and ideas 
which go beyond local or national relevance. 

: And finally, any tips specifically for Indian 
candidates? 

: Attend Oxford's presentation in Delhi, visit the 
Oxford website, and get in touch with Said Business School 
alumni currently working in India. (email: alumnicoun 
trychampions@sbs.ox.ac.uk) m 












F you thought the cost of an MBA from an Indian B- 
school is high, consider this: a global MBA can easily 
set you back by $100,000 (about Rs 45 lakh)! You will 
feel the pinch right from step one — when you start 
applying. The average application fee for a top-tier 
school is $175. 

The actual piledriver will of course hit you once you 
have been accepted. Tuition fees alone can come to $30,000 
per year. Add the cost of living abroad — roughly between 
$20,000 and $30,000 per year — to this and you have an idea 
of the total damage. 

Unless you are really rolling in money, start planning 
right now to meet those killer costs. Simply put, there are 
three ways to fund your studies. The first preference should 
be a scholarship that covers the full cost. The best part 
about scholarships is that they are like free money — you 
don't have to return the funds. If you don't get a full schol- 
arship — or a partial one — shoot for the various financial 
aid schemes offered by schools. Financial aid can be in the 
form of tuition fee-waivers, exemption from certain fees, 
assistance in getting bank loans at good rates, etc. 

Bank loans should be the fall-back option. Many Indian 
banks offer up to Rs 15 lakh for studies abroad. Some banks 
in the US also give loans to international students. If you are 
studying in Europe, you can try the ‘soft’ loans. In the UK, 
there are two schemes on offer for MBA students: the Career 
Development Loan (details available from www.lifelon- 
glearning.dfee.gov.uk/cdl/), and a scheme operated by the 
Association of MBAs. Both allow students to borrow and 
cover the cost of tuition, and defer interest until completion 
of graduation. 

Let's run through the available options now: 
Scholarships 
There are a limited number of scholarships at any B-school. 
The criteria for handing out these awards also differ. In 
many schools, you are automatically considered for schol- 
arships when you apply. In others, you have to apply sepa- 
rately and that too, some months in advance. 

How can you increase your chances of getting a schol- 
arship? A 700-plus GMAT score definitely helps. But even 
if you score over 750, keep in mind that the score is not the 
only thing colleges take into consideration. Your extra- 








curricular activities — especially those showing leader- 
ship skills — play an important role. If the decision goes 
down to the wire, the candidate with a more impressive 
list of extra-curricular activities stands a better chance. 

There are some schools which offer scholarships specif- 
ically for international students. Wharton has several inter- 
national scholarships based on need and merit that are 
sponsored by corporates and alumni. The Jacobs 
International Scholarship of Kellogg offers scholarships to 
two incoming international students every year. No appli- 
cation is necessary for these scholarships — all admitted 
students are reviewed for these awards. Recipients receive 
$7,500 for each of their two years at Kellogg. 

Scholarships at Harvard Business School and Stanford 
GSB are awarded on the basis of need. On the other hand, 
schools like Wharton offer merit-based scholarships and 
fellowships as well. Apart from merit, leadership, integrity 
and service to the community are taken into consideration 
by the scholarship panels. 

The London Business School scholarships cover up to 
50% of first-year fees (£10,000). These scholarships are con- 
sidered at the end of each of the four admission stages. 
Besides these, there are scholarships from companies like 
Merrill Lynch (£8,000) and MISYS (£7,500). Outstanding 
Indian students can also aim for the British Chevening 
scholarship programme funded by the Foreign and 
Commonwealth Office. This covers the full tuition and liv- 
ing expenses. 

Everything else being equal, it makes sense to try for the 
college offering generous scholarship schemes. Kunal 
Sahgal, Class of 2004, Goizueta Business School, covered 
70% of his tuition through a merit-based-scholarship. 
Kunal was accepted by some other schools as well, but none 
of them offered a scholarship. "What worked to my advan- 
tage was my high GMAT score and the fact that Goizueta 
conducted personal interviews in Mumbai," says Kunal. 
Aid From Schools 
Most B-schools have financial schemes to attract the 
brightest students. So, if you have a great GMAT score 
(schools need to increase their GMAT average) or have 
worked in a ‘different’ field (you could be an actor, astro- 
naut, soldier, journalist, lawyer, or a doctor) or have an 
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How To Foot Your 
$100K MBA Bill 
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» excellent extra-curricular record, then you have a good 
- ' chance of getting aid. At New York University's Leonard N. 
Stern School of Business, 20 students are chosen every year 
purely on merit and awarded full tuition. 

In recognition of China and India's growing roles in the 
global economy — and the adverse economic and geo- 
political climate faced by their citizens — Columbia 
Business School announced the creation of the Board of 
Overseers Fellowship Program. Board of Overseers 
Fellowships will be awarded to up to eight outstanding 
Indian citizens and up to eight outstanding Chinese citi- 
zens matriculating in Fall 2004. Each fellowship carries an 
award of $20,000. 

While many schools help you get bank loans, a few 

operate their own schemes. London Business School has a 
tie-up with HSBC, which grants its students tuition and liv- 
ing expenses. "After all, an international MBA is expensive 
even for native Americans and Europeans. Typically, these 
loans do not have any collateral requirements and the rate 
of interest is lower than what one can expect to pay in 
India," says Piyush Mathur, who is currently doing his MBA 
at the London Business School. Harvard, Stanford, and 
Wharton have 'foreign-friendly' lender partnership pro- 
grammes for international students. The repayment period 
can be up to 20 years. 
The better B-schools have programmes that help you get 
loans from US banks without a co-signor (basically the per- 
son who takes the rap if you default). Many schools have 
working tie-ups with banks and institutions and offer loans 
at attractive interest rates and with relaxed repayment sched- 
ules. The loans cover tuition fees and living expenses for the 
duration of the course. 

In the absence of such a programme, you need a US cit- 
izen to act as co-signor. Some banks also ask you to show 
liquid assets (in the US or in India) before lending you an 
equivalent amount. 

A majority of students take the loans facilitated by 
schools. In most top schools, all students who have secured 
admission are guaranteed some kind of financial aid. After 
graduation, they usually get a six-month grace period 
before the repayments start. 

Banks like Bank of America and Citibank offer loans 
repayable in 15, 20 or 25 years. The typical interest rates 


are 1% or 2% more than the prime rate (in 2002, the aver 

age prime rate was 4.75%). If you have been in the US for 
a while and have a decent credit history, you may be 
offered lower interest rates. So one of the first things you 
should do after landing in the US is to get a credit card. 
Many Indian banks offer loans up to Rs 15 lakh to pursue 
studies abroad. While most private banks offer loans up to 
Rs 10 lakh, some like the State Bank of India and Bank of 
Baroda (BOB) offer a maximum of Rs 15 lakh. BOB's Baroda 
Scholar scheme has provision for repayment in five years 
after completion of the MBA. There is also a grace period of 
six months to one year for a job search. 

However, 15 lakh is not a high sum compared to the 
cost of studies abroad. Loans from Indian banks can only 
cover a part of the overall cost. Another drawback is the 
high interest rates — loan rates are much lower in the US. 
So it makes sense to first see how much you can borrow 
abroad and then try to arrange the rest from Indian banks. 


My Rich Uncle (www.myrichuncle.com) is a US-based com- 
pany that connects students with a network of investors 
who are willing to bet on them based on future income. 
Over a period of 10-15 years after graduation, the student 
will have to pay the investors between 0.1 and 0.496 of his 
gross annual salary (depending on the amount borrowed). 

MRU charges 2.5% of the borrowed amount as ‘service 
fee’. Of course, you have to pay the fee even if you're out of 
work (a temporary adjustment is possible though). 


MBA courses are extremely time-intensive. The average 
workday demands 15 hours of your time. See if you are eli- 
gible for teaching/research assistantships and if you can fit 
them into your schedule — they can net you anything 
between $2,500 and $4,000 per semester. 
Some employers may be willing to sponsor your MBA. This 
isnt a bad idea, especially in times when the economy is 
tanking. The trade-off is that the company will probably 
want you to work for it (normally three to five years) after 
completing the degree. 

Go through all these options before zeroing-in on your 
choice(s) of funding. Remember: you may need to tap more 
than one source to optimise the costs. = 
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How The Student Visa’ 


Process Works 


Demian Smith, vice consul, Embassy of the 
United States, takes some of the most fre- 
quently asked questions on the US student 
visa process. 


HE motto ‘secure borders, open 

doors, best represents the United 

States visa policy. As always, the 

US welcomes legitimate travellers 

from all over the world. There are 
many false impressions about US non- 
immigrant (tourist) visas out there which 
confuse applicants, and the purpose of 
this FAQ is to present a clear overview of 
the visa process and challenge the 
rumours with the facts. 


What is à visa? 

A US visa gives you the right to travel to a 
port of entry. Once there, an Immigration 
Officer from the Department of Homeland 
Security determines your admission into 
the country and the permitted period of 
stay. The process by which visas are issued 
is based on immigration law, and there are different types of 
visas for tourists, people on business, students, and many 
others. Some people have heard that since the terrorist 
attacks of September 11, the visa laws have changed or 
become more restrictive. These rumours are not true; qual- 
ified applicants receive visas. While there are now some new, 
and understandably necessary, screening measures, the 
basic criteria for visa eligibility have not changed. 


DINESH KRISHNAN 


Are there many Indian students travelling to the US 
Many Indians travel to the US and each year the number 
increases. For example, there are over 70,000 Indian stu- 
dents in the US, representing 12% of foreign students in the 
US, the most of any national group. Indian students attend 
colleges and universities in all parts of the country, of all 
sizes, studying all types of subjects. 


How do I get an interview? What is the purpose of the visa 
interview ? 

The visa application process has changed over the last few 
years. Today, each applicant in North India makes an 
appointment through TT Services (www.ttsvisas.com) and 
receives a date and time to appear at the embassy. Hundreds 








of applicants appear for interviews daily, and so, there can be 
a waiting time of a few hours at the busiest travel times. 

According to US immigration law, in order to qualify for 
a non-immigrant visa, the applicant must overcome the 
presumption of being an intending immigrant to the US. At 
the interview, the officer will adjudicate your case based on 
this. If an applicant cannot overcome this presumption of 
immigration, the visa cannot be issued. 


What are the documents | should bring to the interview? 
The required documents are the visa application forms, 
which are available through TT Services and online at 
http://travel.state.gov/visaforms.html. These forms should 
be completed fully and accurately, and each question needs 
to be answered. Incomplete forms are the most common 
cause of delay in the visa process. 

Other than your passport and the required US forms 
and attached photo, the applicant has discretion over 
which documents to bring to support his or her case. 
Bring documents which support your travel plans and evi- 
dence of your economic, personal and family ties in India. 
It is a good idea to bring your previous passports, even if 
cancelled or expired. 
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hat do | need to prove to get a visa? 

Many people often ask about specifics to qualify for a visa 
such as bank balances, length of time with a job, or previ- 
ous travel. Since US law requires the applicant to over- 
come the presumption of immigration intent, the adjudi- 
cating officer may use a range of factors to assess ties in 
India and there are therefore no specific values required. 
The applicant should aim to present an honest, complete 
view of her or his situation and intent, and support this 
with relevant documents. 


Are the requirements for students any different from those 
for other tourist visas? 

Students can apply for their visa after they have gained 
admission to a US educational institution. With the new 
Student and Exchange Visitor Information System (SEVIS), 
colleges and universities cooperate with the US govern- 
ment to ensure that visitors on student status are actually 
enrolled and attending classes. This means that once you 
enroll in a college or university, you will receive an 1-20 
form with a SEVIS number. Students can apply up to 90 
days before the start of their term, but not before. It is a 
good idea to apply in advance so that possible delays do 
not affect the start of term. 

At the visa interview, students also need to show they 
are not intending immigrants. The major factors the 
officer will assess are the applicant's resources to pay the 
tuition and other costs, and that study is the primary focus 
of travel. A student visa applicant should bring 
standardised test scores (GMAT, TOEFL, SAT, etc.) and 
considered financial plans for covering the cost of a US 
education. 


Can students work on the student visa 

There are ways to work after obtaining your degree under a 
program called Optional Practical Training, or OPT. The 
international students advisor at your institution has more 
information about this, and it requires the college or uni- 


versity's support. 


Tips for applicants 

The following are some tips that can help you avoid delays 
in the visa process. 

e Apply early. Visas generally take 7-10 days to be issued by 
courier, so it is best to apply several weeks before the 
intended date of travel. Also note that during the busy sum- 
mer season there may be a wait of several weeks for an 
appointment. 

e Complete all forms. The visa application forms are a crit- 
ical factor in the visa application, and the answers are impor- 
tant to the officer. Make sure to answer each question, even 
with ‘n/a’ if the answer is not applicable to your case. 

e Give contact information in US. On the application form 
the applicant must state where he or she will stay in the US 
and give the contact information for the location. ‘Any hotel’ 
as an answer for contact information cannot be accepted 
and is a common cause for delay in visa processing. 

e Tell the truth. Something you want to hide may not affect 
your visa application — but withholding from the officer 
definitely will. Visa officers are not comfortable when an 
applicant is not completely forthcoming as it raises ques- 
tions about other things she or he might not be telling. = 


For more information on non-immigrant visas, visit the website of the US 
Embassy in New Delhi at: http://newdelhi.usembassy.gov 


Packed The Right Skill-set? 


' 


MOST B-schools expect their students to have basic quan- 
titative skills. So if you're a business or economics gradu- 
ate, you're adequately armed to take on the B-school 
profs. However, as numbers go, only about half of all MBA 
students enter B-school with a business or economics 
degree. If you're not one of them, you should consider 
brushing up the following skills: 


Spreadsheets 

An MBA student probably uses a spreadsheet program 
(such as Excel) more than any other type of computer 
software. The cheapest way to learn how to operate one is 
to simply install spreadsheet software on your computer, 


_, browse the softwares manual, and practice doing some 


simple functions for a few weeks before school begins. 


Calculus 
Many B-schools require new entrants to certify an 
understanding of college-level maths, read calculus, 


before starting B-school. Some MBA programmes even 
require them to pass a basic calculus exam before they 
can register for classes. If you haven't studied calculus in 
college, you must take such a course before joining 
B-school or register for such a course upon arriving at 
B-school. 


Statistics, Accounting, and Economics 

If you've carefully avoided these subjects in college, now 
it's time to catch up. Fortunately, many B-schools offer 
crash courses in computers, statistics, economics, and 
accounting for liberal arts majors. Find out from your 
school if these courses will be offered before regular class- 
es begin or in the first few weeks of the semester. However, 
it is advisable that you take review courses in these sub- 
jects in India itself. Not only will it be cheaper but also it 
will rid you of additional stress. m 


The Princeton Review Team 
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in an alien land? 

You learn from people who have been there before you. 
We bring you the personal survival guides of those who 
have ‘been there, done that’. 


Things To Remember 
Get an international driving license before you come. Get 
an international credit card as well — it will help you enor- 
mously till you build a credit history in the foreign country. 
Make sure that you can pay your monthly credit card bills in 
India while you are here. 

Jayant Vohra (McCombs School of Business, University of 
Texas at Austin, Class of 2004) 

Initially the experience can be a little unnerving. Come 
down for the programme early so that you get used to the 
place before classes start. 

Akther Javid (Judge Institute of Management Studies, 
University of Cambridge, Class of 2002/2003) 

Prepare yourself mentally to spend time on things other 
than studies. This is the time to enlarge your network." 

Sanjay Nandi (London Business School, Class of 2003) 

Take part in extra-curricular activities. Do your reading 
before class. Work hard, party harder. Do not neglect your 
wife and children if they are with you. 

Nishant Jalan (McGill University, Class of 2004) 

Check with school about the health insurance system, 
which is very important. Plan your journey well in advance. 
If you want to take lots of luggage, book the coaches/trains 
in advance. 

Ajith Sukumaran (Judge Institute of Management 
Studies, University of Cambridge, Class of 2002/2003) 


Don The Chef's Cap 
Learn basic cooking. Indian restaurants are very expensive 
- you can inch towards bankruptcy! 


hm 
surviving The 
MBA Boot Camp 


^ ^ TUDYING abroad is not just about being in another 
à — country, interacting with new people and listening to 
world-renowned professors. That's just the fun part. What 
_ about learning to drive on the wrong (or ‘right’) side of the 
| road in the US? Or paying a bomb for a haircut? How 
— do you sidestep the cultural and social minefields 





Raghavan Santhanam (Goizueta Business School, 
Emory University, Class of 2003) 
Find at least one Indian grocery store and one Indian 
restaurant for ‘emergencies’. 
Nishant Jalan (McGill University, Class of 2004) 


Work The Social Circuit 

Don't stick with your community. Respect the social do's 
and don'ts of other cultures. While there are social differ- 
ences, there are also similarities. Keep these factors in 
mind, and be prepared to make some good friends. 

Mallika Das (Asian Institute of Management, Manila, 

Class of 2004) 

Correspond with current students at the school(s) you 
plan to join — they can provide invaluable advice on life in 
the city/town and other things you need to consider. 

Jayant Vohra (McCombs School of Business, University of 
Texas at Austin, Class of 2004) 

Keep an open mind. Studying in a cross-cultural environ- 
ment requires you to be humble enough to learn and under- 
stand different cultural issues, languages, etiquette, etc. 

Rashish Pandey (Asian Institute of Management, 
Manila, Class of 2004) 

Network with American students. Be proactive and 
build solid relationships with them. Do not think that 
Indians are smart. They are, but when you are in a foreign 
country, you have to put in more effort to win. Indian stu- 
dents tend to be too grade-focussed and miss out on net- 
working. And don't talk in Hindi! 


Viswanathan Padmanabhan (Goizueta Business School, 


Emory University, Class of 2004) 

Try and socialise as much as you can - it's a great place 
to build contacts and network. The more you socialise, the 
sooner you'll integrate into the programme. 

Akther Javid (Judge Institute of Management Studies, 
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> Business School, Emory University, 


Network, network, network. Make a few good friends 
and a lot of acquaintances. Make some Chinese friends for 
sure — these people know everything about the procedure 
and how to go around it. They are very helpful in getting old 
notes, books, etc. 

Nishant Jalan (McGill University, Class of 2004) 


The Value Of Thrif 
Plan your finances very carefully. You could easily over- 
spend here. 

Mallika Das (Asian Institute of Management, Manila, 
Class of 2004) 

If you need to see a dentist or doctor, do it in India! 
Doctors here very expensive — you have to pay additional 
insurance premia if you want dental coverage. Also, get 
your haircut done in India a day 
before your flight. 

Jayant Vohra (McCombs School of 
Business, University of Texas at MES 
Austin, Class of 2004) T2] 

House rent can be saved if you X 
start looking for accomodation well 
in advance. Do not wait for school to 
start. Read newspapers and cut 
coupons for groceries. Buy a second- 
hand car and furniture. 

Raghavan Santhanam (Goizueta 


Class of 2003) 

While living in the US, students 
can usually get on-campus jobs or 
teaching assistantships that help pay 
off part of the living expenses. The 
extent to which you spend depends 





Come with a plan. Plan ‘A’ is your dream job, plan 'B' 
what you would love and have the skills to do, while plan 'C' 
is something you won't mind doing. The day you come in, 
start building networks for each of these target plans. 
Indians don't take this advice too seriously and regret it 
later. It's not like the IIMs, where jobs come to you. You have 
to go to the jobs. As they say here, 'It's not about who you 
know or about what you know. It's about who knows what 
you know’. 

Viswanathan Padmanabhan (Goizueta Business School, 
Emory University, Class of 2004) 

Participate in class discussions. Be yourself. Do not for- 
get your roots, you are also representing your country in the 
programme and the impression you give is the impression 
your classmates will get about Indians. 

Nishant Jalan (McGill University, Canada, Class of 2004) 


Money 
Management 


Networking 
Ability 


on your lifestyle — the outgo can * 
. ^ 
range from $700 to $2,000 per month. P lanning é, 
Amit Vedwa (McCombs School of 
Business, University of Texas at Time ————~ 


Climb The Learning Curv 
The teaching methodology in foreign 
B-schools is different from the tradi- 
tional end-of-the-term-exam method that we are exposed 
to. A lot of weightage is given to case discussions in class 
and team-based assignments. It's very important to have 
strong communication skills. 

Rashish Pandey (Asian Institute of Management, 
Manila, Class of 2004) 

Asian students are brighter and smarter than most 


cmm But we lose out on time-management. There is so 
m 


uch to do - you can't possibly do everything, so you have to 


` choose. But for Indians, it is difficult to let go and leave some- 


thing out. This is the most challenging part of a foreign MBA 
- letting go and choosing among multiple tasks. 

Kunal Sahgal (Goizueta Business School, Emory 
University, Class of 2004) 


International 
Driving Licence 


One important survival tip would be preparing well in 
advance for B-school. This means pre-course readings of 
topics (economics, accounting and finance), learning com- 
puter skills (spreadsheets, Word, PowerPoint). 

Ajith Sukumaran (Judge Institute of Management 
Studies, University of Cambridge, Class of 2002/2003) 

Junk the notion that Americans have lower IQs than 
Indians. We have good quantitative skills, but the American 
education system has higher exposure to economics and 
they make up for lower quant skills in other areas. When it 
comes to getting a job, they get obvious preference — some- 
thing that we don't consider while coming to the US. 

Sachin Dixit (University of Rochester, William E. Simon 
Graduate School of Business Administration, Class of 2003) w 








Campus Vignettes 


Chasing A Dream 
At 30, after working for almost seven years, I gave up a great 
job heading business development at one of India's largest 
stockbrokers, to chase a dream. A dream of making it big in 
the global arena, and so I chose to do an MBA at London 
Business School. Fresh off board, barely settling into stu- 
dent life, grappling with an exorbitant cost of living and 
coming to terms with not having an income suddenly, | 
readied for Day 1 at B-school. 

Orientation Day: | meet a consultant from Bermuda, a 
grandson of an African prime minister, a Brazilian trader 
who had lost a couple of million dollars in a single day, and 
an American who had sold his dotcom for a few million dol- 
lars. This is my study group, representative of 47 different 
nationalities. 

Walk into my first lecture, the classroom resonates with 
Madonnas Material Girl. The first 15 minutes are spent 
viewing a film on her life — it is a strategy class on 'sustain- 
able competitive advantage’! The weeks that follow see a 
vodka party hosted by the Eastern European Club, ‘wine and 
cheese’ by the French, ‘sangria’ by the Spanish Club... all this 
in addition to ‘Sundowners’ — company-sponsored free 
drinks every Thursday evening that allow us to interact with 
company CEOs, MDs and other executives. But mostly it's 
the free alcohol that's the attraction! Life is hard though. | 
went for days and weeks on just 3-4 hours of sleep thanks to 
the finance class — 30 pages of class preparation, case stud- 
ies, post-class reading and financial modelling assignments 
that took 40 hours. Guest lectures, top executives from 
investment banks, consultancies and industry talking about 
everything from M&As, distressed assets 
trading, financial re-engineering and yes, 
corporate governance and ethics. It's a com- 
pulsory course now. Come October, London 
Business School's largest and most exciting 
social club, The India Club hosts the Diwali 
Party — fireworks, ethnic dressing, 
Bollywood music and chicken tikka masala 
make it a night to remember. As the weather 
gets from bad to worse, the atmosphere gets 
tenser — it's time for the Milk Round. This is 
where the top firms from banking and con- 
sultancy make their presentations to ‘milk’ 
the best talent from campus. The campus is 
buzzing with networking events, CV work- 
shops, mock interviews, Financial Times, 
new suits and haircuts! December is exam 
time — finance and accounting are closed- 
book three-hour terrors, others are ‘take 
homes’. Strategy, the last open-book, takes us 


12 hours non-stop to finish. And after this is the Santa Pub 
Crawl. Three hundred MBA students dress up in Santa Claus 
suits and take to the streets of London. 

It's been a gruelling, yet satisfying experience at London 
Business School and I guess that's what it takes to shape the 
future CEOs of world business. s 

Deepak Ramachandra 


London Business School 


The Who's Who At Goizueta 


| was selected as one of three students from the current 
MBA class of 2004 at the Goizueta Business School to be 
part of the 'Who's Who among students in American 
Universities. This is a great honour considering the fact that 
only three out of 200 students were selected by the school's 
faculty and administration. The criteria for selection 
included academic performance, community service and 
leadership within the school. The recognition is bestowed 
upon students from 1,400 schools in all 50 US States and the 
District of Columbia. Within Emory, each school (Law, 
Medicine, Business, etc.) selects its respective representa- 
tives and those students are presented with an award cer- 
tificate and membership to the 'Who's Who Club. 

Besides that, | was also selected as president of the 
Goizueta Marketing Strategy Competition (www.bus.emory. 
edu/gmsc) this year. This is an annual event, where first-year 
student teams work on consulting projects and address real 
world business challenges for large corporations in the US. 


'Vishy' Padmanabhan got a handful of honours at Emory  ' 
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This is the 12th year of the competition and I am the first ever 
international student to be selected for this position. I have a 
team of 12 second-year students who help me run this pro- 
gramme. This is a student-run organisation with annual rev- 
enues of $145,000, sponsored by a marketing faculty mem- 
ber. This is an in-depth real-time experiential learning pro- 
gramme in marketing strategy, where students work on a live 
project, get a class credit and also compete in a case compe- 
tition for a cash award. m 

Viswanathan Padmanabhan 


Goizueta Business School, Emory University 


My dream to visit North America finally came true when | was 
selected for an exchange programme to Schulich School of 
Business, Toronto. Just one word can describe the feeling 

wow! I was quite taken aback by almost everything. For some- 
one who had never seen snow in his life, the Canadian winter 
with temperature going as low as -30 degrees was an awe- 
some sight. And yes, how can you forget the Niagara Falls, the 
CN Tower, Downtown Toronto, Montreal, Vancouver and all 
the beautiful places that Canada has to offer. Even more 
amazing was the cross-culturisation in Canada. It is no sur- 
prise to step into a class of 40 and find just 4-5 Canadians. 
Interaction with multiple nationalities is one of the best 
things that I could have ever imagined. | now have friends 
from the US, France, Germany, the UK, Spain, Romania, 
Russia, Thailand, Indonesia, Hungary, the Netherlands, 
China, Sri Lanka, and even Pakistan. If you want a flavour of 
the world, come to Canada. I wish I could stay till the best 
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Amit Bhutani (right-front) during his Canadian trip 


part — the Canadian summer — but my mind being on auto 
pilot (converting everything from the Canadian dollar to thi 
Indian rupee) didn't allow me to do that. Everything from 
education to facilities to friends to sight-seeing was one hel 
of an experience for me. Simply overwhelming: m 

Amit Bhutani 


AIM iat | 


Growing up in India, and attending a masters programme 
in the US, I have always been fascinated by the people wi 
have risen to be successful through their hard work ani 
education. Looking back at my 2 years at Chicago, | can sa 
that I have had my fair share of interactions with successft 
people. In my first year, Jack Welch came down to the can 
pus to play ‘hard ball’ (a show for CNN where he defends his 
point of view). It was indeed like a dream come true to | 
ten to the modern day management guru in perso! [het 
there was the opportunity to ask questions to the the! 
treasurv secretary, Paul O'Neil at one of the Distinguish 
Speaker Series events (this is a club which gets big names t: 
come and speak at GSB). In my second year, as a member t 
DSS, I had a chance to have lunch and actually shake hand 
with Pete Peterson, the founder of the famous buyou 
— the Blackstone Group. Also, it was fun to know that Kev 
Rollins who spoke at the GSB a month ago was recenti 
nominated to be the CEO of Dell! œ 

Amit Garg 


a! lass of 2004 ( hicago GSI 





All About The GMAT 


What is the GMAT and how is it structured? 

The Graduate Management Admission Test (GMAT) is a 
multiple-choice test for admission to most global business 
schools. The test is administered by the Educational Testing 
Service (ETS), under the sponsorship of the Graduate 
Management Admission Council (GMAC). It is a computer- 
adaptive test (CAT), and consists of three sections: 

e Two 30-minute essays to be written on the computer 

e One 75-minute, 37-question Math section 

e One 75-minute, 41-question Verbal section 


What does the GMAT measure? 
e The quantitative section is supposed to measure your 
basic mathematical skills, understanding of elementary 
concepts, ability to reason quantitatively, aptitude to solve 
quantitative problems, and ability to interpret graphic data. 
e The verbal section of the test is supposed to measure 
your ability to reason logically and to recognise basic con- 
ventions of standard written english. 
e The analytical writing section of the test is supposed to 
measure your ability to think critically and communicate 
complex ideas through writing. 

But what the GMAT actually measures is how good a 
test-taker you are. 


What is a CAT and how does it work? 

A CAT is a computer-adaptive test, whose software calcu- 
lates your score based on the number of questions you 
answer correctly, the difficulty level of the questions you 
answer, and the number of questions you complete. 

When you take the GMAT CAT, you'll begin each section 
with a medium-level question and an average score. If you 
answer the question correctly, the computer will raise your 
score and give you a more difficult question. If you answer 
the question incorrectly, your score will decrease and you'll 
be given an easier question. The process repeats for each 
question in the section, to ultimately arrive at your final 
score for that section. 

Getting to know you 

The reason the computer operates in this way is that it is 
trying to ‘get to know you’. As you move through the test, the 
computer learns about you. It determines the type and dif- 
ficulty of questions you tend to miss and get correct, and 
uses this information to hone in on your final score. The 
step-by-step procedure works as follows: 

e When you sit in front of the monitor, the computer 
assumes that you're an average student (with a score of 
around 500) and starts testing you with a medium difficulty 
question. 

e If you get it right, it rewards you by increasing its estimate 





of your score (say 550), and gives you a harder question. 

e If you get the second one right as well, it increases your 
score again (maybe 590), and raises the difficulty level. 

It cuts both ways 

Suppose you got the first one wrong. Your score would go 
down (around 450) and the next question would be easier. 
If you missed the second one as well, your score would 
decrease again (maybe 410), and the difficulty level would 
decrease as well. 

Narrowing the gap 

e At the beginning of a section, the computer puts you in a 
wide score range because it has no data on you yet. Even 
though you start the section at a 500, the computer is actu- 
ally placing you into a score range that stretches all the way 
from 200 (the lowest possible score) to 800 (the highest pos- 
sible score). 

e By the end of the section — because the computer is now 
familiar with you — the score range is very narrow. For 
example, if you have a score of 640, then your score range 
runs from 630 to 650. 

Things to remember 

e Earlier questions are much more important to your score 
than questions that come later, so work carefully on the first 
ten questions. 

e You cant skip questions. Since every question depends 
on your answer to the previous one, you have to answer 
each one in order to move on to the next. 

e You cant go back and change answers. Once you've 
answered a question that answer is used to choose the next 
question, so it is locked in. 

e Don't worry if you are having trouble at the end of a sec- 
tion — the questions are supposed to be challenging 
throughout the test. 

e Attempt all questions as you will be penalised for leaving 
questions unanswered. You should guess on any remaining 
questions when you have about a minute or two left. 

e By getting rid of impossible answer choices — what we 
call the Process of Elimination (POE) — you are improving 
your overall score by increasing your chances of choosing a 
correct answer. We can arrive at the correct answer without 
knowing exactly how to do it because we can eliminate what 
isnt correct. Remember that there are four wrong answers 
for every right answer, so they'll be much easier to find. 


What makes a tough question tough? 

Does ETS accomplish this by testing much tougher mate- 
rial in these questions? Nope. It's all the same high school 
math that both the easy and the difficult questions 
test. What ETS does is, first, make the questions much 
trickier (complicated wording, etc.), and second, set some 


) 


. Wraps (called 'distractors') for you, hoping to lead to the 


wrong answer. 

It's like a map of a minefield: if you know in advance 
where the traps are likely to be, it'll be a lot easier for you to 
avoid them. During the exam you won't know exactly where 
they are but you'll still probably be able to tell when you're 
looking at a difficult question. The wording will be more 
complicated, the question will involve more steps, or it'll 
just seem trickier. For example, in the math section, an easy 
question would ask you for the product, a medium question 
would ask you for twice the product but a tough question 
would make you look for exceptions or twists. 

The goal while attempting medium and difficult ques- 
tions is to cut through any confusion, avoid the traps, and 
use POE to get as close as possible to the correct answer. 


. ETS is extremely skilled at predicting how you'll respond 


to GMAT questions. After all, they use the experimental 


^ questions to learn about the responses of thousands of 


students before they use their questions for real. Then, 
they use those predictable common responses against you 
by using 'distractors, which are incorrect answers that 
seem really attractive to test takers. If you know these 'dis- 
tractors' are out there, you can find and eliminate them. 
On eliminating them you greatly increase your chances of 
getting those questions right. 


How is the GMAT scored? 


. Your GMAT score consists of several different numbers, 


* 


each of which covers a part of your performance on the 
GMAT. The most familiar number is the overall, or compos- 





ite score. This number ranges from 200 to 800, in 10-point 
increments and is determined from a combination of your 
scores on the math and verbal sections of the test. Business 
schools tend to focus on your composite score. 

Your verbal and math sections are graded separately. 
You will receive a score ranging from 0 to 60 for each sec- 
tion. Scores below 10 and above 50 are rare. 

Your Analytic Writing Assessment (AWA) essays are 
graded on a scale of 0 to 6. There are two essays, each eval- 
uated by two readers (one human and one computer). ETS 
averages the four scores and rounds it to the nearest half 
point. Your AWA score does not count toward your compos- 
ite score. 


How important is my GMAT score? 

GMAT scores vary in importance at different schools. 
However, competitive programmes tend to weight your 
GMAT score more heavily. In addition to your GMAT score, 
schools consider your age, work experience, undergraduate 
GPA, letters of recommendation, and essays. Be sure to con- 
tact the specific programmes to which you are applying in 
order to determine their unique requirements. 

Submitting your GMAT score implies that you have a 
valid GMAT score to submit. If you haven't taken the GMAT 
yet, or if you have decided to re-take it, get moving. On test 
day, before you start on the test you have the opportunity to 
request that your score be sent to up to five schools at no 
additional charge. You should probably take advantage of 
this. Sending score reports later will cost extra and these 
scores are going to be reported anyway — unless you take 


GMAT: Myth and Fact 


MYTH: You need a GMAT score of 700+ to be a competitive 
applicant. 

FACT: Only 7% of all GMAT takers score 700 or higher. 
While some schools report an average GMAT score 
around 700, it is just an average, which means a sizeable 
proportion of the class scored below 700. And even if you 
are among the 7% who break the 700-mark, your accept- 
ance is not guaranteed — remember, GMAT score is just 
one of the factors that admissions committees look at. Of 
course, since Indian students register some of the high- 
est scores, a good score does increase the chances of 


acceptance. 


MYTH: You need at least five years of work experience 
before you can apply to a top school. 

FACT: While it is true that most schools require applicants 
to have a minimum amount of work experience, the min- 
imum is usually two years, not five. If you've heard the 
number five mentioned, it was probably in reference to 
the average, not the minimum required. More important 
than the quantity of work experience is the quality of work 


experience — where you worked, how you progressed 
through the ranks, your level of responsibility. 


MYTH: The GMAT tests your knowledge of business prin- 
ciples. 

FACT: The GMAT tests your basic quantitative and verbal 
abilities, and contains no business principles at all 
(except, perhaps, as scenarios for problem solving or as 
reading comprehension passages). 


MYTH: The GMAT tests complex math concepts. 

FACT: GMAT math is tough because of the way the con- 
cepts are tested, not because of the concepts themselves. 
The GMAT tests math concepts you learned in the seventh 
or eighth grade — you won't see any calculus here. 


MYTH: All the questions in the GMAT count equally 
towards your score. 

FACT: Questions at the beginning of each section have a 
greater impact on your score than questions that come 
later in the section. a 





the test another three times. Your score report will contain 
your three most recent GMAT scores, so even if you end up 
taking it again, schools are still going to see these results. 
And, if you are happy with your scores, you've saved your- 
self some time and money. 

When would you not want to take advantage of this? If 
you've taken the test once or twice already and have sent in 
your scores to the different business schools, but plan to 
re-take the test just to see if you can do better, you might 
want to wait before submitting your score report until 
you've seen the latest result. If you've improved your score 
— fantastic, send that report right away. If not, keep it to 
yourself and go with the score(s) you've already submitted. 


Can | cancel my score? 

Yes. You can cancel your score immediately after you take 
the GMAT. This is the only time you can cancel your score. 
Unfortunately, you must make the decision to cancel at the 
testing centre before you see your score. In addition, the 
fact that you cancelled your score will be noted on your offi- 
cial GMAT score report. 


How many times can I take the GMAT? 

As of 1 January 2002, you can't take the test more than five 
times (including tests for which you cancel your scores). If 
you take the test more than five times, your new scores 
will not be reported and your test fee will be forfeited. This 
policy only applies to tests administered after 31 
December 2001. 
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How do | know if | am ready for the GMAT? é 
Take a couple of diagnostic full-length tests. If you are satis- 
fied with your results, then you may be ready. If you feel you 
still need help, check out a test preparation course or pur- 
chase a self-study guide. The key to scoring well in the 
GMAT is the right guidance on the techniques to answering 
questions along with adequate practice to ensure that your 
pacing is spot on. 


How do I pick a test date? 

First, find out the application deadlines for the schools to 
which you are applying, then work backwards from your ear- 
liest deadline. Build some extra time into your planning 
process for unexpected delays because you can only take the 
GMAT once per calendar month (including tests for which 
you cancel your scores). And remember, it can take as long as " 
four weeks for your official scores to arrive at your designated 
schools. The GMAT is offered at testing centres almost every . 
day. Call your local centre for details. While in theory you can 
sign up for the GMAT with only two days' notice, don't take a 
chance. Call at least one month prior to your desired test date. 


What is the fee for taking the GMAT? 
The fee to take the GMAT is $200 worldwide. 


Where can | get more information about the GMAT? 
You can visit GMAC on their website, http:/ /www.mba.com/ mw 
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"Write Your Way 
Through AWA 





. LL GMAT test-takers are required to take 
| an Analytical Writing Assessment (AWA) test. 
^ $i ETS claims that ‘critical thinking and analytical 
' | writing skills rather than grammar and 
nm f mechanics’ are tested in this writing exam. 

ER ^ The computerised testing system randomly 
selects the essay questions from its large database. All the 
topics are designed to measure the test taker's ability to 
think critically and effectively communicate ideas. The 
60-minute writing assessment forms the first part of 
GMAT and consists of two 30-minute essays: 1) analysis of 
an issue; and 2) analysis of an argument. You have to write 
the essay on a very simple word-processing program on a 
computer. The only functions in the program are cut, 
copy, paste, and delete. Since 1 July 2003, all your essay 
responses can be made available electronically to the 

' schools selected by you. 

AWA tests the candidate on a range of subjects. The 

graders are looking for the following in your writing: 

1. Acritique of the argument or analysis of the issue 

2. Ideas developed in a rational, persuasive manner with 

relevant examples 

3. Organisation 

4. Grammar and syntax. 

In analysis of an issue, a general topic is thrown up. You 

, can address the issue from any perspective you wish. There 
» is no single ‘correct’ answer. You should start with an intro- 

ductory paragraph that explains what you are going to say. 

Then go on to logically develop the three or four ideas in 

support of your view. 

The topics are not very controversial. Try and use as 
many examples as possible to elucidate your point. If real life 
examples do not exist, feel free to make things up. Do not use 

, specific examples, which will not be understood universally. 
For example, do not quote 'saas bahu' TV serials as an exam- 
ple of the media leading to the moral degradation of society 
as the American grader will surely be unfamiliar with that 
phrase. Finally, in the conclusion, summarise the main 
points and tie the conclusion back to the introduction. 

The ‘argument’ question presents a different challenge 
— you will be asked to critically evaluate the logic of the 

~ argument. You should be able to recognise factors that 
would strengthen the argument, and also identify reason- 
ing flaws in the argument. 

In both the written assignments, it is quite acceptable to 
acknowledge the limitations of one's arguments and con- 

















cede the validity of the opposing point of view. Usually, it is 
easier to write an essay saying the argument is not convinc- 
ing since most arguments only present one or two pieces of 
evidence to back up the conclusion. 

These are some guidelines that can come in handy : 

e The written section is not designed to check your vocab- 
ulary, so avoid using impressive-sounding, ‘big’ words. 

e Vary the lengths of sentences — it makes for easier and 
more appealing reading. 

e Dont ignore the simple rules of grammar. If an essay is 
grammatically flawed, most people, graders included, con- 
clude that the essay's logic and structure is incorrect. 

e Time management is vital. Before you begin writing, pre- 
pare a rough outline on the scrap paper. This is your ‘brain- 
storming' time — at the end of it, you can look at what you 
have written and make changes accordingly. 

e The next step is to number the remaining thoughts in 
order of importance to the issue or argument. You now have 
a logical outline around which to structure the essay. 

e AWA is graded by à person as well as a computer program 
called the 'e-rater. The candidate's score is the average of 
the two grades. The e-rater is probably more predictable: it 
looks for grammar, spelling, usage, length, stylistic varia- 
tions, and clear structure. So this is the minimum you must 
aim for. 

@ GMAT readers are objective — so applicants can be sure 
that their personal views (as long as they are not too 
extreme) will not fetch them a lower score. 

e Use personal experiences and illustrations. 

e Don't adopt a very informal way of writing. 

Most test-takers put off any earnest attempt to prepare 
for the written section, focusing instead on the exam's mul- 
tiple-choice sections. Since ETS has a large pool of ques- 
tions, you might feel you cannot prepare for every single one 
of them. Remember: it doesn't hurt to practise. 

Once the test is over you get your score which is divided 
in four parts. Three scores are based on your performance in 
the multiple-choice questions and one on your essay writing 
performance. Each AWA is scored by two raters (one human 
and one computer) on a scale of 0-6, and your final score is 
the average of the four scores. The latter score too is on a 
scale of 0 6, in half-point increments. Schools typically con- 
sider 4.0 or 4.5 to be acceptable and anything higher is à 
superior performance. That's what you should aim for. e 


Vandana Arora, Jamboree India 














F the three main areas that the GMAT tests you 
— on, namely Sentence Correction, Critical 
D Reasoning and Reading Comprehension, stu- 
_ dents find the Sentence Correction questions 
— the toughest. They are used to relying more on 
—^ the rules of spoken or colloquial English than 
on the rules of written English or 'grammatically correct' 
English. 

Actually, Sentence Correction questions are the easiest 
to master in a short period of time. All you have to do is 
focus on a few basic rules. 

The Sentence Correction questions on the GMAT test a 
student for six main types of errors, namely: 

. Parallel Construction 
. Idiom 
. Subject Verb Agreement 
. Misplaced Modifiers 
. Verb Tense 
. Pronouns 
These six errors cover 90-9596 of errors that appear in the 
Sentence Correction section. Students typically face a lot of 
problems with the Subject Verb Agreement errors. 
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The Rule - The Verb In Any Sentence Should 
Agree With The Proper Subject 
The following are major areas where errors can be committed: 
l. Error Of Proximity: A very frequent error - when the verb 
is made to agree in number with a noun near it and not with 
its proper subject. 
e The quality of shoes were not good. (Incorrect) 
Here verb ‘were’ does not agree with the subject ‘quality’. 
The quality of shoes was not good. (Correct) 
2. A singular verb must follow ‘Either, neither, each, every 
one, many a’ etc. 
e Each of these trees are found in Tibet. 
Each of these trees is found in Tibet. 


(Incorrect) 
(Correct) 

(Incorrect) 
(Correct) 


e Neither of the two machines were working. 
Neither of the two machines was working. 
(Incorrect) 


e Every one of the hotels are full. 
Every one of the hotels is 

full. (Correct) 

e Manya man have lost some 
battles in life. (Incorrect) 
Many a man has lost some 


ules Of Usage 
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things, so a singular verb 'does' cannot be used. 
Blood and water do not mix. (Correct) 
Though if both suggest ‘one idea’ or ‘one person or thing’ 
as the subject then the verb should be singular. 
e My friend and partner is here. (Absolutely correct if your 
friend is your partner also) 
If two nouns are connected by 'and' but are qualified by 
‘each’ or ‘every’, they need a singular verb. 

e Every man and every woman were given a compli- 
mentary pass. (Incorrect) 
Every man and every woman was given a compli- 
mentary pass. (Correct) 

4. Words joined to a singular subject by ‘with’, ‘as well as’ 

etc. should have a singular verb. 

e The ship, with its crew, were lost. (Incorrect) 

The ship, with its crew, was lost. (Correct) 
The subject here is still “the ship” which is singular. 

5. Two or more singular subjects connected by ‘or’ or ‘nor’ 

should have a singular verb. 

e Either he or she were responsible. (Incorrect) 

Either he or she was responsible. (Correct) 

Though if one of the subjects joined by ‘or’ or ‘nor’ is plu ” 
ral, the verb must be plural and the plural subject should 
be placed near the plural verb. 

e Neither the Principal nor the teachers has a clue about 

the missing child. (Incorrect) 

Neither the Principal nor the teachers have a clue about 
the missing child. (Correct) 

Neither the teachers nor the Principal has a clue about 
the missing child. (Correct) 

6. Nouns which are plural in form but singular in meaning . 

take a singular verb. 

e The news are bound to be true. (Incorrect) 

The news is bound to be true. (Correct) 
e Mathematics are not offered in my college. (Incorrect) 
Mathematics is not offered in my college. (Correct) 

7. A collective noun takes a singular verb when collection is 

thought of as a whole; though if we think of individuals of 

the collective then a plural verb is used. 

e The jury are going to take its 
decision today. (Incorrect) 
The jury is going to take its 
decision today. (Correct) 

e The members of the jury is 


battles in life. (Correct) divided on the sentence to 
3. Two or more singular be given. (Incorrect) 
nouns or pronouns connect- The members of the jury, 3 
ed by ‘and’ need a plural verb. are divided on the sentence 
e Blood and water does not | to be given. (Correct) m 

mix. (Incorrect) 

We are talking about two (Everyone E yone in the —— sick with the flu). Aradhana Khaitan Mahna 








Getting The 





Math Right 


HE maths section of GMAT contains two types of 
questions: Problem Solving and Data Sufficiency. 
Both of these are almost equally distributed across 
the test. Though only three to four questions are 
from higher maths (i.e. permutations and combi- 
nations, probability and statistics), that too of 
medium level of difficulty, they pose the maximum challenge 
for students who have not studied higher maths previously. 

In anutshell, a permutation is defined as a possible selec- 
tion of a certain number of objects taken from a group with 
regard to order. A combination, on the other hand, is a selec- 
tion of a certain number of objects taken from a group with- 
out regard to order. Both permutations and combinations are 
used in statistics and probability. In GMAT statistics, howev- 
er, you are normally asked questions based on mean, medi- 
an and mode but with a slight twist. 

While probability can be a difficult area to master, ETS 
does not test the student on the more complex areas in this 
topic. Understanding its basic rules and concepts can help 
even ‘maths-phobic’ students ace most probability prob- 


. lems. This article walks you through the basics. 
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Probability A part 
Probability is merely another type of fraction | Total 


The probability that something will happen is usually 
expressed as a fraction. Put the total number of possible 
outcomes in the denominator. The number of outcomes 
that matches what you want goes in the numerator. 
Probability is always between zero and one, inclusive. If 
something absolutely never happens, its probability is zero. 
If something is bound to happen, its probability is one. 


Probability = number of outcomes youwant 
number of total possible outcomes 

The probability questions in GMAT are very standard. 
The following are some standard types that are tested in 
GMAT: 


Simple Probability 


Suppose you have a box of doughnuts that contain 6 plain, 





6 chocolate, and 12 glazed doughnuts. What is the probabil- 
ity that a doughnut chosen at random will be plain? 





probability = — — 2 ont 
Total $ doughnut 6+6+12 4 
Probability Of Multiple Events 


You can find the probability that a series of events will all 
occur by multiplying the probabilities of the individual 
event. The other way to look at this type of problem is one 
final outcome will be based upon the result of several 
events. 

Suppose you flip a coin. What is the probability of get- 
ting heads? 


piHead)- - 


Suppose you flip two coins. What is the probability of get- 
ting heads on both the tosses? Our final outcome here would 
be based upon two series of event, i.e. Toss and Toss 2. 

p(Toss1 & Toss 2) = p(Toss1) x p(Toss2) 

p(Head) x p(Head) 


Suppose you flip three coins. What is the probability of 
getting heads on the first two tosses and tails on the third 
toss? 

p(Toss1 & Toss2 & Toss3) = p(Toss1) x p( Toss2) x p( Toss3) 

- p(Head) x p(Head) x p(Tail) 
i I i I 
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Suppose from a pack of cards you have to pick three 
cards without replacing any. What is the probability that all 
three will be Kings? 

p(pick1 & pick 2 & pick 3) = p(pick1) x p(pick2) x p(pick3) 

In all 3 picks we need a King. Total number of cards in a 
pack is 52 and total number of Kings is 4. So in the first pick 
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if I pick a King card, only 3 will be left for the second pick, 
only 2 will be left for the third pick. 
$4 3. 42 


robability = — x — x — 
P Yy 92 91 50 


Mutually Exclusive Events (expecting more than 
one outcome from a single experiment) 

If you flip a coin, what is the probability of getting a head or 
a tail? In this type of question you are expecting more than 
one possible outcome from an event, so you have to add the 
individual probabilities. 

probability (H or T) = probability (H) + probability (T) 


dais 
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Suppose you flip four coins. What is the probability of 
getting two heads on any of the two tosses? 
probability (HHTT or HTHT or THHT or HTTH or THTH or TTHH) 


L d 


16 16 
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The other way to do the above problem is that we know 
that two heads and two tails can be arranged in 6 different 
ways. Required probability should be equal to six times the p 
(HHTT), that is, probability (Two H) - 6 x 1/16 


Probability Of Event Happening Vs í 
Event NOT Happening 
Probability (event happens) + Probability (event does NOT 
happen) =1 

Suppose you flip four coins. What is the probability 
that at least one head turns up? This is quite lengthy 
because at least one head means the result can be one 
head or two heads or three heads or four heads. But we 
also know that: 

Probability (At least One Head) + Probability (Not even 
One Head) = 1 

Probability (At least One Head) = 1 - Probability (Not 
even One Head) 

We know that not even one head means all the out- 
comes should be tails. i.e. TTTT. 


Points To Be Remembered 
e All the probabilities should be between 0 and 1 


Probability = number of outcomes you want 
number of total possible outcomes 


e Probabilities can be expressed as fractions, decimals, or 
percents 

e Probability (A and B)- p(A) x p(B) 

e Probability (A or B) = p(A) + p(B) 

e Probability (x) + Probability (not x) = 1 m 
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‘Dealing With Data 
Sufficiency Problems 





OST students would not be familiar with 
Data Sufficiency questions in the GMAT. 
The structure of answer choices in these 
questions is unique. It is best to follow a set 
methodology such as the one prescribed by 
The Princeton Review for these questions, 
otherwise you could end up picking the wrong answer 
choice in spite of knowing the solution to the question. 

The Data Sufficiency problems consist of a question 
and two FACT statements, labelled (1) and (2). You have to 
decide whether or not the data given in the statements are 
sufficient for answering the question. Using the data given 
in the statements plus your knowledge of mathematics and 
everyday facts, you must indicate whether: 


_ Choice A: Statement (1) ALONE is sufficient but the state- 


ment (2) ALONE is not sufficient to answer the questions 
asked. 

Choice B: Statement (2) ALONE is sufficient but the state- 
ment (1) ALONE is not sufficient to answer the question 
asked. 

Choice C: BOTH statements (1) and (2) TOGETHER are suf- 
ficient to answer the question asked, but NEITHER state- 
ment ALONE is sufficient. 


* Choice D: EACH statement ALONE is sufficient to answer 


' question but evaluate the given data. 


7 


the question. 

Choice E: Statement (1) and (2) TOGETHER are NOT suffi- 
cient to answer the question asked and additional data spe- 
cific to the problem are needed. 


Here Are The Princeton Review Guidelines On 
Doing Data Sufficiency Problems 
Don't try to calculate the answer for the 


Keep FACT statement (1) and FACT 
statement (2) separate; only for answer 
choice C combine both FACT statements 
to assess sufficiency. 

Before jumping into the FACT state- 
ments, analyse the question and check 
what you need to know for answering the 
question. 

First check FACT statement (1) and 
check whether this FACT statement sup- 
plies the information that we are looking 
for. If it does then the possible answer 





choices should be A or D. If it doesn't, the choices can only 
be B or C or E. It is better to characterise the choices into 
two groups, i.e, AD or BCE. If FACT statement (1) supplies 
the adequate information to solve the question, then the 
answer choices can only be AD and if it does not supply the 
adequate information then the possible answer choices can 
only be BCE. This technique is guaranteed to improve your 
accuracy levels in Data Sufficiency questions. 

In number line Data Sufficiency questions, one should 
plug in some value for the variables, and then check 
whether the FACT statement answers the question or not. 
Most of the number line questions are yes/no type of ques- 
tions. 

In yes/no questions, you have to look for a definite yes 
or a definite no. In yes/no number line questions, first plug 
in a very easy number then in the second case plug in a 
weird number. Weird numbers are defined by The Princeton 
Review as fractions, any number between zero and one, 
very big numbers, very small numbers, etc. 


Some Useful Pointers For Typical Questions 

e Most of the inequalities questions deal with variables. 
However, no definition of these variables is usually given, so 
consider them as real numbers. The mistake that students 
make is that when an equation is multiplied or divided by a 
negative number, they forget that the sign of the inequali- 
ties changes. 

e On getting any algebraic expression, the first step is to 
reduce the expression into a simpler form, and then start 
evaluating it. 

e In most word problems only a piece of information 
would be missing in the question. Just look for that in the 
FACT statement and DON'T solve the 
question. 

e In ratio problems, look only for the 
relationship between the two given 
quantities and don't get confused by 
most of the data given in the FACT state- 
ments as it is mostly redundant. 

e In geometry problems, try to extract 
as much information as possible from 
the FACT statements since most of the 
geometry questions are based on com- 
plex figures. = 


The Princeton Review Team 








Princeton Review Sample 


GMAT English Questions 


N the verbal section, you will have 75 minutes to 
answer 41 questions. Eleven of these questions are 
experimental and do not count toward your score. 
' There is no way to identify which questions are exper- 
_ imental as they are mixed randomly throughout the 

section. This section includes three types of ques- 
tions: Sentence Correction, Critical Reading, and Reading 
Comprehension. 

Sentence Correction questions test your ability to spot 
grammatical mistakes. The Critical Reading questions test 
your ability to understand and analyse arguments. And the 
Reading Comprehension tests your ability to find informa- 
tion in a long passage. 

One can calculate the exact answer for a Math ques- 
tion but the credited answers for a verbal question seem 
very subjective and arbitrary. Here, an answer choice is 
correct because it is better than the other four answer 
choices. 





Here's the basic approach to solving the three sections. 


Sentence Correction questions: 


To identify a grammar problem or rule. 
Eliminate answer choices containing that error. 
Compare the remaining answers. 

Choose the best answer. 


Critical Reading questions: 


Break the argument into Conclusion, Premise and 
Assumptions. 

State the answer in your own words. 

Eliminate the answer choices that do not match with 
your answer. 


Reading Comprehension questions: 


Read the passage quickly to get the main idea. 
Read and decipher the question. 

Find the answer in the passage. 

Write answer in your own words. 


Eliminate answer choices that do not match your answer. 


Sample Verbal Questions 


1. While brokers, as a rule, are not permitted to know executive access codes, in many instances they are widely known. 


they are widely known 

they are widely known to be 

they are widely known by many 

the codes are able to be widely known 
the codes are widely known 


mons» 


2. Oneissue of this election year is whether the government has a responsibility of providing the underclass with such basic necessi- 


ies like housi id lucation. 
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3. Poor voter turnout was blamed on the unusually cold weather on election day, a general feeling of dissatisfaction with the can- 


responsibility of providing the underclass with such basic necessities like housing and decent education 
responsibility to provide the underclass with basic necessities such as housing and decent education 
responsibility or not of providing the underclass with such basic necessities like housing and decent education 
responsibility to provide the underclass with such basic necessities like housing and decent education 
responsibility of providing to the underclass such basic necessities as housing and a decent education 


didates, and knowing that this was only a local election of little consequence. 


knowing that this was only a local election of little consequence 
knowing that the election was only local and of little consequence 


the knowledge that this was only a local election of little consequence 
the knowledge of this being a local election with little consequence 


A. 
B 
C. knowing of the inconsequence of a local election 
D 
E 


A new study by a team of sports psychologists reports what is already clear: great athletes succeed at their respective sports not 


so much because of tremendous innate talent but because of their ability to focus and stay relaxed. 
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because of tremendous innate talent but 
because of tremendous innate talent as 
because of tremendous innate talent than 
owing to their tremendous innate talent but 
owing to their tremendous innate talent or 


Although the average Girl Scout joins the organisation at age 14, they have already been Brownies for several years. 


they have already been Brownies 
they were Brownies 

she has already been a Brownie 
she had already been a Brownie 
she was in the Brownies 


monsgsxm» 
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Sylvia read one book yesterday. In the same amount of time, Lita read two books. It can be concluded that Lita reads faster than 
Sylvia does. Which one of the following casts the most doubt on the conclusion reached by the author? 

Sylvia read a mystery and Lita read a mystery and a GMAT preparation book 

The book Sylvia read was 800 pages in length and the books Lita read were 100 and 115 pages in length 

Mark read three books in the same time period yesterday 

People today do not read as much as they did in the 1890s 

Sylvia enjoys reading more than Lita does 
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The Tenth Amendment of the United States Constitution grants authority over educational matters to the state governments. 
Canada grants such powers to the provincial ministries of education. Therefore, both the United States and Canada lack cen- 
tralised direction with regard to educational policy and cannot ensure the quality of educational programs. 

Which of the following, if true, most weakens the argument above? 

Standardised test scores of students in the United States are similar to those of students in Canada 

Few students from the United States and Canada go on to college 

There is relatively little disparity in test scores between countries with centralised education programs and those without 
National education policies have succeeded only in times of emergency 

Centralised control of educational policy is cost-effective 
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Forest Dream Clothing, Ltd., a mail-order clothing company, plans to install a new phone answering system to handle incoming 
calls. The company believes that the installation of this system will increase revenue by $15 million a year. The research depart- 
ment estimates that 300,000 calls per year go unanswered by the current system and that the average caller orders $50 in mer- 
chandise. Which of the following would best strengthen the above argument? 

Forest Dream's biggest rival also has problems with missed customer calls 

Customers who call FDC to place an order and receive a busy signal do not call back 

FDC will have to raise prices in order to pay for this new system 

The number of calls missed by the current system varies from week to week 

Orders sent in by mail are occasionally lost by the postal service, resulting in lost business 
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In a study of worker productivity for the aerospace industry, an experiment was conducted in which one team of assembly work- 
ers worked in hanger A, which had harsh, fluorescent light, while another team worked in hangar B, which had soft, incandescent 
light. The team working in harsh light was 40 percent less productive than the team working in soft light. The study concluded 
that lowering stress levels in the work place increases productivity. 

The study depends on which of the following assumptions 

The two teams of workers were not equally competent 

Working in the aerospace industry causes stress even under ideal lighting conditions 

Harsh light caused stress for the team in hangar A 

The team working in hangar B experienced a low stress level at the beginning of the experiment 

The team working in hangar A experienced a high stress level at the beginning of the experiment 
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Adding citric acid to packaged foods has been a good way to add Vitamin C, a vitamin essential for good health, to the diets of 
people who otherwise would not consume enough vitamins. Citric acid can, however, cause upset stomachs in some people who 
ingest it, but stomach upsets are not considered to be as great a health risk as is lack of Vitamin C, except in those people with a 
history of digestive problems. Therefore, if health were the only consideration, it can be concluded that 

Which of the following best completes the passage above? 

A. citric acid should be added only to food to be consumed in hospitals 





B. the benefits of eating packaged food to which citric acid has been added are greater for those people with digestive problems » A 

C. the disadvantages of adding citric acid to food are likely to be outweighed by the advantages, at least for people who do not 
have digestive problems 

D. itis not necessary to worry about proper vitamin intake 

E. adding citric acid to packaged food will increase the health of people with digestive problems who consume it 


Passage 

One recent example of industrial hypergrowth has taken place in the recycling industry, led by the rapid expansion of the recycled paper 
market. Though many laws were enacted in the late 1980s to encourage (and in some cases require) the collection of waste paper for 
recycling, there were not, at that time, companies with sufficient capacity to recycle it all. Consequently the collected paper accumulat- 
ed in storage, usually at the expense of the recycling companies, thereby adding to their overhead and squeezing their already thin prof- 
it margins. Today a different situation exists. Fifty-seven new paper mills have been built since 1991, and of these, at least twenty-nine use 
recycled fibre. This surge in capacity has resulted in a concurrent rise in profits. The price per ton of waste paper has quadrupled in the 
past year, as have the prices of corrugated cardboard and used newsprint. Trash haulers have benefited from these conditions by com- 
bining their trash hauling and recycling operations. Recycling centres are connected both to the clients to whom they sell end-products 
and to those from whom they collect refuse; thus, the company gets paid twice for the same trash, once for hauling the waste and once 
for selling the usable material. Industry profits have increased more than tenfold during this period. As the industry has become more . 
competitive, some haulers have chosen to rebate a portion of this money to their clients in the hopes of ensuring their loyalty. 


11. According to the passage, which of the following is a reason for the increase in profits in the trash hauling business? 
Haulers’ ability to sell both services and products 

Money offered by haulers to preferred customers 

Foresight exhibited by the leaders of the industry 

Haulers’ willingness to adapt technology to a changing industry 

Passage of stricter environmental legislation 
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12. It can be inferred from the passage that the price of waste paper 

will increase steadily over the next few years 

will increase as more companies get involved in the industry 

is closely related to the availability of trash haulers 

is not as important to trash haulers as the price they charge for hauling waste 
is sometimes set by the weight of the product 
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13. The author of the passage would most likely agree with which of the following? 
A. Competition between trash haulers and recyclers will prevent the recycled paper industry from reaching its full economic 


potential. m 
Pressure from anti-environmental groups has, increased pressure on the government to oppose recycled paper initiatives. ^ 
The recycled paper industry may continue to grow at its present rate as long as the industry remains profitable. “ 


The profit-seeking of recyclers has overshadowed environmental concerns in the recycled paper industry 
Government negligence prevented the recycled paper industry from becoming successful until the early 1990s. 


mons 


14. According to the passage, all of the following are results of the increase in the number of new mills using recycled fibre EXCEPT 
The price of waste paper has risen dramatically. 

Trash haulers are earning increased revenues. 

Profits at recycling centres have increased more than tenfold. ' 
The price of corrugated cardboard has risen. 

Trash haulers have been forced to compete with recyclers. 
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Solutions 
Question 1 Solution: ETS often structures the answer choices such that 2 of the answer choices have one kind of error and the 
remaining 3 have another error. At The Princeton Review, we call this the 2/3 split and use it to increase efficiency in eliminating incor- _. 
rect answer choices. Step 1: The 2/3 split is they vs. the codes. You want the codes because they is ambiguous; the latter could refer to « 
brokers or codes. Step 2: Eliminate (A), (B), and (C). Step 3: The difference between (D) and (E) is able to be. Codes aren't able (only peo- 
ple are), so choose (E). 


Question 2 Solution: The idioms are responsibility...to and like vs. such as. Eliminate (A), (C), and (E) with the of/to split. You want such 








~ as to show examples. Eliminate (D). Choice B is the answer. 


FX 


- 
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Question 3 Solution: This is what, The Princeton Review calls an ‘Error of Parallel Construction: It's important to draw out a list of the 
things being compared to ensure parallelism in construction. The list items are unusually cold weather, a general feeling, and know- 
ing. The first two can't be changed, so make the third match them. The 2/3 split is knowing vs. knowledge and you want a noun. 
Eliminate (A), (B), and (C). (E) has being, so that leaves (D). 


Question 4 Solution: The idiom is not so... as. Ignore the red herring split between because and owing. Notice the changing preposi- 
tions at the end. Only (B) is idiomatically correct. 


Question 5 Solution: Use the 2/3 split. The pronoun refers to the average Girl Scout, so it should be she. Eliminate (A) and (B). One dif- 
ference among the others is has vs. had. vs. was. The verb tense needs to be consistent with joins, so use has and choose (C). 


Question 6 Solution: The Princeton Review approach to Critical Reasoning questions is a three-step approach for Weaken, Strengthen 
and Assumption type questions. Step 1 entails identifying the questions type. Step 1: Casts the most doubt identifies this as a Weaken 
Question. Step 2 entails working the argument into its logical components i.e., a) The conclusion or the point of the argument, b) The 
premises or the reasons why the point has been made and c) The assumptions that are necessary in order to fill the gap between the 
conclusion and the premises. Step 2 gives us the following: Conclusion: Lita reads faster than Sylvia does. Premise: Rita reads 2 books/day 
while Sylvia reads only 1 book/day. Assumption: 2 books are more than 1 book. Step 3 entails predicting what the answer choices should 
look like and using the process of elimination to arrive at the correct answer. Applying Step 3: (A) is out of scope or maybe tentatively 
strengthens the argument (assuming all mystery books are similar in length). (B) shows that Sylvia read more than Lita. (C) is out of scope 
because we don't care about Mark. (D) is out of scope because we don't care about the 1950s. In (E), enjoyment is out of scope. 


Question 7 Solution: Step 1: Weakens the argument identifies this question. Step 2: Conclusion: U.S. and Canada can't ensure educa- 
tional quality. Premise: Decentralised educational power. Assumption: Decentralisation is bad for education. Step 3: (A) is out of scope 
because it doesn't relate the U.S. and Canada to other nations. (B) strengthens the argument. (C) weakens the contrast between cen- 
tralised and decentralised countries. (D) and (E) are out of scope. 


Question 8 Solution: Step 1: Strengthen the above argument are the magic words. Step 2: Conclusion: New system will increase rev- 
enue. Premise: Some calls go unanswered. Assumption: Unanswered calls reduce revenue. Step 3: (A) the rival is out of scope. (B) shows 
that unanswered calls lead to lost customers. (C) prices are out of scope. (D) variance in the number of lost calls is out of scope. (E) mail 
orders are out of scope. 


Question 9 Solution: Step 1: Depends on and assumptions are the identifying words. Step 2: Conclusion: Lower stress raises produc- 
tivity. Premise: Hangar A had harsh light and low productivity. B had soft light and high productivity. Assumption: Light is related to 
stress and no other factors are involved. Step 3: (A) weakens the argument by introducing another factor. (B) ideal conditions are out 
of scope. (C) connects light to stress. In (D) and (E) the beginning of the experiment is out of scope. We only care about stress during 
the experiment caused by light. 


Question 10 Solution: The Princeton Review Approach to Inference type questions is a little different where there is no need to work 
the argument. The best answer is the one that ‘must be true’ (A), (B), and (D) are extreme. (E) is probably false, given the facts. (C) is 
supported by the argument, because lack of Vitamin C is the bigger risk for people without digestive problems. 


Question 11 Solution: Look for the cause of increased profits for trash haulers. This is discussed in lines 16-22. (A) paraphrases the 
idea that the companies haul the trash (services) and sell the recycled paper (products). (B) is a trap because preferred customers is a 
recognisable phrase from a different part of the passage. (C), (D), and (E) are all out of scope. 


Question 12 Solution: Look for the price of waste paper. It's discussed in lines 14-16 - that prices have increased a lot. (A) and (B) come 
close to that, but they make predictions rather than describing the past. (C) and (D) are out of scope. (E) is true (price per ton), even 
though it may seem trivial. 


Question 13 Solution: (A) says the opposite of the passage: they cooperate more than they compete. (B), (D), and (E) are all out of 
scope. (C) isn't great, but it's probably true and consistent with the author's description. 


Question 14 Solution: With EXCEPT questions, The Princeton Review approach entails finding each of the wrong answers in the pas- 
sage before you cross them off to increase accuracy. The remaining, correct answer may either contradict the passage or just be out 
of scope. (A) is supported by lines 14-16. (B) is supported by lines 20-23. (C) is supported by lines 22-23. (D) is supported by lines 15- 
16. (E) contradicts the idea of cooperation between trash haulers and recyclers. 





Princeton Review Sample - 
GMAT Math Questions. 


| HE maths section of GMAT contains two types of questions have more weight age 
questions: Problem Solving and Data Sufficiency e Gradually pickup speed so that you can finish the 
distributed approximately equally. Problem section. 
Solving questions are typical multiple-choice e Not finishing the paper penalises the test taker. 
maths questions. The Data Sufficiency questions e Don't waste time on killer questions. Guess and move 
—* are less familiar to students due to the way they on. 
are structured. e Before making a guess, eliminate all the possible trap . 
There is no perfect blueprint for the maths section — but answers; it is better to make educated guesses than 
the broadly tested areas are elementary Arithmetic, Algebra blind guesses. 
and Geometry. Only three to four questions are from higher e Experimental questions would be very weird or very 








maths (permutations & combinations, probability, and statis- easy however do not try and decipher or predict which 
tics), but these questions are very standardised so they are ones are potentially experimental. Treat each question 
considered medium difficulty level questions. as if it were to count towards your score. 

The maths section includes nine experimental ques- e All the questions in the GMAT are standardised ques- 
tions. These questions do not count towards your score. tions. ETS wants to check whether the test taker has 
However there is no way to identity which questions are some knowledge in basic maths. They don't want to 
experimental. They are mixed randomly throughout the check your higher maths skills. 
section. Approximately “th of the questions are experi- @ Avoid using traditional maths techniques to solve the 
mental questions. problem; if you are trying your traditional maths tech- 

niques you are likely to fall into ETS' traps. 
Points To Remember e Devise and use one particular set of strategy for a par- 
e Start slowly and carefully because the initial '4 of the ticular type of problem. 
Sample Math Questions 


Direction for the questions 1 to 10: Solve each problem and then select the best of the five answer choices given. 


l. Alice has x pieces of bubble gum. If she gives 4 pieces to John and then half of the remaining pieces to Karen, how many pieces 
of bubble gum does Alice have left? 


A Xx 
2 
x—4 
B. — ‘ 
2 
@ = 
2 
x 
D. l-4 
2 
X ^ 
226 
E. 2 


2. Kyle went shopping with $120. He spent i of his money on a hat and : of the remainder on shoes. How much money did he 
spend on shoes? 3 5 
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$24 
$32 
$40 
$48 
$80 
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The average television prime-time advertising unit of 30 seconds cost $30,000 in 1973 and $50,000 in 1977. Approximately what 
was the percent increase in the cost of a unit? 

A. 20% ` 
B. 3396 
C. 4096 
D. 
E; 


Of the 150 students at Hunter High, 45 are In the Glee Club and 72 are in the Key Club. If the number who are In nelther group Is 
twice the number who are in both groups, how many are in both groups? 

A -22 

33 

44 

55 

66 


A certain company has 250 employees. Within this company, the ratio of female to male employees is 2:3. If the company then 
hires an additional 50 women, what fractional part of the entire work force is female? 


A | 
5 


D 
3 


If 3«a«17and2«b < 5,then what are all possible values for a-b? 
-2«a-b«15 
2«a-b«15 
-1 «a-b« 12 
1 «a-b « 12 
5«a-b«22 
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A square Is Inscribed in a circle with area ar’. What is the area of the square? 


pU rr 
N 
L 


Both Robert and Alice leave from the same location at 7:00 a.m. driving in the same direction, but in separate cars. Roberts 
drives 30 miles per hour while Alice drives 40 miles per hour. After 6 hours, Alice’s car stops. At what time will Roberts’ car reach 
Alice’s car? 
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A. 1 p.m. B. 3 p.m. C. 4 p.m. D. 8 p.m. " 9 p.m. 


9. Ata prestigious dog show, six dogs of different breeds are to be displayed on six adjacent podiums. If the Springer spaniel must 
be displayed on the left-most podium, how many display arrangement of the six dogs are possible. 
A. 5 B. 6 C. 30 D. 120 E. 240 


10. Milton's socks drawer has v pairs of blue socks and n pairs of red socks. If 3 pairs of blue socks and 2 pairs of red socks are added 
to the drawer, and Milton then takes one pair out at random, which of the following represents the probability that he'll choose 
a pair of blue socks. 


4. = E al c 13 p Vt p Vt 
n ven n+2 v+n+3 v+n+5 
Data Sufficiency 


Directions: This data sufficiency problem consist of a question and two FACT statements. You have to decide whether the data given 
in the statement are sufficient for answering the question. Using the data given in the statement plus your knowledge of mathemat- 
ics and everyday facts, you must indicate whether 

Choice A: Statement (1) ALONE is sufficient but the statement (2) ALONE is not sufficient to answer the questions asked. 

Choice B: Statement (2) ALONE is sufficient but the statement (1) ALONE is not sufficient to answer the question asked. 

Choice C: BOTH statements (1) and (2) TOGETHER are sufficient, but NEITHER statement ALONE is sufficient. 

Choice D: EACH statement ALONE is sufficient to answer the question. 

Choice E: Statement (1) and (2) TOGETHER are NOT sufficient to answer the question asked, and additional data is needed. 


11. Magda throws a cocktail party for her friends. At the party, she serves martinis, screwdrivers, and boilermakers. How many martinis 
did Magda serve at the party? 
1. Magda served martinis, screwdrivers, and boilermakers in a ratio of 5:7:9 respectively 
2. Magda served a total of 35 screwdrivers 


12. Ona test, the number of questions that Heather answered correctly was 45. What was the percent of all the questions on the test 
that she answered correctly? 
1. The number of questions that she left unanswered was 15 
2. The number of questions on the test was 113 


13. What percent of Marcia's monthly salary does she use to pay her rent? 
1. Marcia pays $700 per month for rent 
2. Marcia pays $300 per month for food 


14. How many minutes long is time period X? 
1. Time period X is 3 hours long 
2. Time period X starts at 11 p.m.and ends at 2 am 


15. A manuscript was typed by three typists. What percent of the total number of words was typed by the slowest of the three typists? 
1. All three typists typed steadily and independently for 4 hours at the rates of 40, 50, and 60 words per minute to complete the 
manuscript 
2. The fastest typist typed 150% as fast as the slowest 


Solutions 
Question 1 
Solution: (B). Suppose Alice has x = 20 pieces of gum. She gives 4 to John, so she has 16 left. Then she gives 8 pieces to Karen, so she 
has 8 left. This approach at The Princeton Review is called “Plugging in? Now Plug x=20 into the answer choices to see which one 
equals to 8. 


Question 2 
Solution: (D). Kyle starts with $120 and spends 1/3 x 120 = 40 on a hat. That leaves him with $80. He then spends 3/5 x 80 = 48 on 
shoes. Read carefully for both the "of the rest" phrasing and the specific amount for which the question asks. 


Question 3 
Solution: (E). The difference is 20,000 and the original number (both from the dates and from the increase mnemonic) is 30,000. The 
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im. "percent change is 20,000/30,000 = 2/3 - 66.66%. Notice the word approximately. 


Question 4 

Solution: (B). Four words: plug in the answers. Of course, first you need to set up your group formula. That will give you total — 
group 1 + group 2 - both + neither. Therefore, you get 150 = 45 + 72 - b + n. Start with answer choice C. If 44 students are in both 
groups, 88 would be in neither. Does 150 = 45 + 72 - 44 + 88? No. That comes out to 150 = 161, clearly an incorrect choice. You need 
to try with a smaller number. Try 33, which is answer choice B. This would mean 66 would be in neither group. Does 150 = 45 + 72 - 
33 + 66? Absolutely! 


Question 5 
Solution: (D). The ratio total is 5, so the multiplier is 50. That | gives you 100 females and 150 males. When you add 50 females, you 
have 100 + 50 = 150 females out of 150 + 150 = 300 total, or 150/300 = 1/2. 


Question 6 
Solution: (A). The 4 results for a - b are 3 - 2 = 1,3 - 5 =-2,17-2=15,and 17 - 5 = 12. The max/min values are -2 and 15,50 -2 < a- b 
< 15.The stack and subtract method gives you 1 <a - b < 12, which is trap answer (D). 


Question 7 

Solution: (D). Draw the diagram, and make sure the square is inside the circle. Now, Plug in r =4. The area of the circle is 16. The diam- 
eter of the circle is 8, which is also the diagonal of the square. Each side measures 44/2, so the area of the square is 32. Now Plug In r 
as 4 and look for 32 in the answer choices. 


Question 8 
Solution: (B). Alice travels 10 miles per hour faster, so she is 60 miles ahead after 6 hours ( at 1 pm ). Robert travels 30 miles per hour, 
so he needs 2 hours to catch up. He will be there at 3 pm. 


Question 9 
Solution: (D). The springer spaniel must be on the far left. After that, 5 dogs could be on the second podium, 4 on the third, and so 
forth. The total number of arrangement is 1 x 5x 4x 3 x 2 x1 which equals 120. 


Question 10 
Solution: (E). Plug in v4 and n=6 . Once the socks are added, Milton has 7 pairs of blue socks and 8 pairs of red socks 7/15. The prob- 
ability that he chooses a pair of blue socks is 7/15 . Now plug in v and n as 4 and 6, look for 7/15. 


Question 11 
Solution: (C ) The Princeton Review technique for Data Sufficiency questions involves grouping the answer choices into 2 groups - AD 
+ and BCE. Each fact statement is assessed independently and based on the outcome, one of the 2 answer groups is chosen. Fact (1) is 
E not enough because you have only a ratio and the question asks for an actual number. Magda could have served 5 martinis, or 10 or 
20 or any multiple of 5.Thus the AD group is eliminated.Write BCE, because answer choices would be only one of BCE. Fact (2) assessed 
independently is not enough because it doesn't tell you anything about martinis (remember to forget the ratio in Fact (1)). Eliminate 
(B). With both facts now put together, you have a ratio and an actual number, so you can find all the other actual numbers. Choose(C). 


Question 12 
Solution: (B) Total number of questions. Fact 1 is insufficient because she could have left some blanks, so you cant find the total. Thus 
eliminate group AD and write BCE. Fact 2 is sufficient because it gives you the total. So, choose B. 


Question 13 
Solution: (E). Fact (1) is insufficient because it doesn't provide salary.Thus eliminate group AD and write BCE. Fact (2) doesn't provide 
either piece of the puzzle. Eliminate B. Even with fact (1) and fact (2) combined, you still don't know the monthly salary, so choose (E). 


Question 14 

Solution: (A). Fact (1) works because the time period must be 180 minutes. Write AD and eliminate BCE. Fact (2) doesn't work because 

you don't know whether 11 to 2 is 3 hours (Monday-Tuesday), 27 hours (Monday-Wednesday), etc. The trap is that you remembered 
MT 3 tours from fact (1). Choose (A). 


Question 15 
Solution: (A). Fact (1) is enough because you can calculate the words for each person, which also allows you to get the total. Write 
AD. Fact (2) is not enough because you can't get either ratio or actual numbers for the total. Choose (A). 











Useful Links To 


A Wealth Of Information 


STUDY IN THE US 


fy USEF! (United States Education 
Foundation In India) 

Provides educational counselling serv- 
ices to students interested in higher 
education in the US. 

Fulbright House 

12, Hailey Road 

New Delhi 110 001 

ga info@fulbright-india.org 

Phone: 011 23328944 

Fax: 011 23329718 

WEBSITES: 

& www fulbright-india.org 

im www.petersons.com 

offers services like help with essays and 
tips on test preparation and it allows 
you to search for the colleges and uni- 
versities that you are looking for. 

Y» www.usastudyguide.com 

Explains what the US has to offer 
international students and provides 
links to featured schools and some 
services like help with essays. 

1» www.gradschools.com 

A good resource for gradate school 
searches. 

de www.usnews.com/usnews/edu/ 
eduhome.htm 

Latest information on what's happen- 
ing on the American education scene. 
tm www.allbusinessschools.com 

A complete directory of US business 
schools and MBA programmes. 

tes www.businessschooladmission.com 
This website is devoted entirely to 
business school admissions and gives 
the information you need to help you 
gain admission into the top MBA pro- 
grammes. 

BOOKS: 

@ ABC of Getting the MBA Admissions 
Edge (US) (officially supported by 
McKinsey & Co. and Goldman Sachs) 

by Matt Symonds, Alan Mendonca 
Offers an in-depth analysis of applying 
to each school and strategies to avoid 


traps in the GMAT, TOEFL, essays, inter- 
views, and letters of recommendation. 
@ How to Get Into the Top MBA 
Programs by Richard Montauk 

Montauk, president and founder of 
Education USA, which assists business 
school applicants, has thoroughly 
researched MBA programmes for this 
work. Each chapter explores a step in 
the process, from the decision to apply 
to surviving once accepted. 

W Essays That Worked for Business School: 
35 Essays from Successful Applications to 
the Nation's Top Business Schools 

by Brian Kasbar (Editor), Boykin Curry 
(Editor) 

Has 35 essays that were considered 
some of the best by admissions offi- 
cers at US's top business schools. 

l What It Really Takes to Get Into Ivy 
League and Other Highly Selective 
Colleges 

by Chuck Hughes, Charles W. II 
Hughes 

Written by a former senior admissions 
officer at Harvard University, this book 
provides keen insights into what it 
takes to get into America’s top schools. 


STUDY IN AUSTRALIA 


IDP 

fh (Integrated Development Program) 
Provides counselling services to stu- 
dents interested in studying in Australia 
Flat No. 513-515, 5th Floor 
International Trade Tower, 

Nehru Place, New Delhi 110 019 
Phone: 011 26213504, 26467535, 
26284404, 26429767, 26215973 

Fax : 011 26481262, 26440627 

Il info@delhi.idp.com 

Country Director: Henry Ledlie 
WEBSITES: 

i» www.idp.com 

te www.detya.gov.au/highered/ 
ausunis.htm 

Gives a list of higher education institu- 


tions in Australia by territory, alpha- 
betically and by abbreviations. 

vm http://learning.indiatimes.com/ 
study abroad/scope/aus/aus orhe.html 
Gives information on application pro- 
cess, links to tests and other services. 
Ys www.australiangraduate.com 
Provides details on schools and cours- 
es offered. 

BOOKS: 

M MBA programmes at Australian uni- 
versities: A guide to graduate manage- 
ment education 

By Michael Dwyer 

@ Insight into IELTS Student's Book 
Updated edition: The Cambridge IELTS 
Course 

by Vanessa Jakeman (Author), Clare 
McDowell (Author) 

Contains exam-type exercises, and the 
course finishes with a complete prac- 
tice test. The course also prepares stu- 
dents for study abroad by introducing 
them to the types of communication 
tasks that they may meet in an English 
speaking study environment. 

M The IELTS Tutor (Book and CD-ROM Kit) 
by Lloyd Jacklin, Roslyn Jacklin 

It is unique in its contents in that it 
prepares students for the IELTS Test by 
means of tips and suggestions in a 
visual format. It provides students 
with more than a 100 hours of tuition. 
l Cambridge Practice Tests for IELTS 1 
Self-study student's book 

by Vanessa Jakeman (Author), Clare 
McDowell (Author) 

Contains an introduction to the differ- 
ent modules of the exam along with an 
explanation of the different IELTS ques- 
tion types and how to approach them. 


STUDY IN THE UK 


The British Council 

ft The British Council is the UK's inter- 
national organisation for educational 
opportunities and cultural relations. 
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tBritish Council Division, 


British High Commission, 17 Kasturba 


+ 


Gandhi Marg, New Delhi 110 001. 

Ph: 011 23711401, 23710111/555 

Fax: 011 23710717, 23719616 

W delhi.askaquestion@in. 
britishcouncil.org 

WEBSITES: 

& http://learning.indiatimes.com/ 
study abroad/scope/uk/uk index.html 
Provides information on the applica- 
tion process, costs involved and finan- 
cial aid, etc. 

Xs www.ukstudy.com 

As authorised agent for the schools, it 
handles enquiries and bookings on 


behalf of the schools for free, helps you 


. book a course, get the paperwork for 


your visa, arrange transfers and will 
even act as your contact in the UK. 

de www.hero.ac.uk 

Gives maps, university and college 
profiles along with information for 
international students applying to 
colleges, and guidance and support. 
d$ www.ukcoursefinder.com 

Helps you search and choose the 
course that you want along with coun- 
selling and help on higher education 
in the UK. 


STUDY IN CANADA 





WEBSITES: 

i» www.aucc.ca/can uni/index e.html 
Has a directory of universities in 
Canada and links to them. 

& www.ic.hr/eng/canada.htm 

Gives information on the tests and 
preparation for these tests along with 
information on financial aid and 
scholarships and a search engine for 
information on Canadian universities 
and colleges. 

& www.imahal.com/education/cana- 
da/biz/list.htm 

Contains links to many business col- 
leges in Canada, has a college finder 
and information about student asso- 
ciations. 

de http://www.studycanada.ca/india/ 
index.htm 

The site of the Canadian Education 
Centre (India) has information on 
VISA procedures and costs among 
other things. 

BOOKS 

l Guide to Graduate & Executive 


Management Programs in Canada - 2001 
Edition 

by Education International 

Offers information on graduate and 
executive management education in 
Canada. 


STUDY IN EUROPE 


WEBSITES 

& www.sic.hr/eng/europe.htm 

Gives a list of universities and a link to 
the European University Association. 
i» www.graduateshotline.com/europe/ 
Has a college finder, a list of recom- 
mended MBA programmes in Europe 
and links to these colleges plus free 
counselling and newsletters. 

$s http://195.83.249.62/europedu/gb/ 
orange/index2.html 

Allows you to search for external links 
by region and provides general infor- 
mation on education in Europe. 


DISTANCE LEARNING 


WEBSITES: 

de www.dwge.com 

DirecWay Global Education gives 
information on distance learning MBA 
courses. 

& www.britishcouncil.org.in/klc/online - 
courses/mgt durham.htm 

Details about online MA in manage- 
ment from University of Durham, UK. 
i» www.uoponline.com 

University of Phoenix Online 

3157 E Elwood Street 

Phoenix, AZ 85034 

E online@apollogrp.com 


COMMON RESOURCES 


Official GMAT website: 

de www.mba.com/mba 

BOOKS: 

M Your MBA Game Plan: Proven Strate- 
gies for Getting into the Top Business 
Schools 

by Omari Bouknight, Scott Shrum 
Guide to the MBA application process, 
written by two current MBA students 
who successfully gained admission 
into multiple top business schools. 

BM Marketing Yourself to the Top Business 
Schools 

by Phil Carpenter, Carol Carpenter 
This guide offers a clear, concise 


description of how to develop and 
implement a unique personal market- 
ing program for getting into the school 
of your choice. 

l How to Get into the Right Business 
School 

by James L. Strachan 

Provides behind-the-scenes details on 
the major business schools, highlights 
strategies for standing out from the 
competition, and offers insight on 
trends affecting admissions. 

lg The Official Guide for GMAT Review, 
TOth Edition 

Provides strategies and tips to help 
you get a better score in the GMAT. 

@ Kaplan GMAT Verbal Workbook 

by Ingrid Multhopp (Author), Inc. Kaplan 
Comes complete with a targeted review 
of all the tested material on the Verbal 
section of the GMAT, plus Kaplan's 
renowned test-taking strategies. 

B Essays That Will Get You into Business 
School 

by Dan Kaufman, Chris Dowhan, 
Daniel Kaufman 

Offers extensive essay-writing advice 
that covers the do's and don'ts of writ- 
ing a successful essay 

l MBA Programs 2004 (Peterson's MBA 
Programs, 2004) 

by Petersons, Peterson's 

Provides details on more than 3,300 
MBA and master's-level business pro- 
grammes at more than 900 institutions. 
® Barron's Guide to Graduate Business 
Schools (Barron's Guide to Graduate 
Business Schools, 12th Ed) 

by Eugene Miller 

With the latest facts and figures, this 
directory profiles over 600 business 
schools in the US and Canada. 

B® Which MBA? A Critical Guide to the 
World's Best MBAs (15th Edition) 

by George Bickerstaffe 

Gives advice and guidance on the cru- 
cial questions asked by anyone assess- 
ing MBA opportunities. 

® Business School Essays that Made a 
Difference by Princeton Review 

Most top schools require multiple 
essays, and this book provides tips for 
acing them all. 

l Cracking the GMAT with Sample Tests 
on CD-ROM, 2004 Edition 

by Princeton Review m 


Compiled by Dev Dutt Das 








More About 
Global 
B-Schools 


Asian Institute of Management, Manila E 
e Percentage of international students in 


the first year of the full-time MBA pro- E 
gramme: 51% 
e Percentage and total number of Indians E 


(Indian citizens) in the incoming class: 
37%, 28 Lr 
e The average number of Indians (students who are 
Indian citizens) enrolled every year in the last 3 years: 29 
e Average work experience (in years) of Indian students: 2 
years > 
e Average (as well as range of) GMAT score of the class: 
624 (540-660) 








Top global B-schools share data on 
tuition costs, scholarship options, 


placement prospects... 
List in alphabetical order 





Average salary offered to the last batch (class of 2003): 
$1,280 (monthly) 

Percentage of total students placed within a month of 
passing out: NA 

Percentage of Indian students placed within a month of 
passing out: NA 

The concentration/specialisation most second-year 
Indian students opted for: Major in Finance, Major in 
Marketing, Major in Entrepreneurship, General 
Management 

Special incentives or scholarships for international stu- 
dents: The institute offers ADB scholarships and full or 
partial programme/tuition scholarships from the 
school, which are competitive. Students can also avail 
of endorsement to Educational Loans from State Bank 
of India and HSBC (India). 

Indian faculty members in the programme: 1 

The estimated total cost of the full-time programme 
including tuition fees and rent for international stu- 
dents: $34,000 

Estimated costs: 

$24,000 tuition for two years 

$10,000 rent and other expenses for two years 
Maximum financial aid possible for an international 
student: $5,000 

The average size of scholarship awards and total no. of 
scholarships available to international students: 17 
scholarship awards are available to international stu- 
dents 

Total number of Indian students in the incoming class 
who got aid/scholarship: 5 





Brisbane Graduate School of Business 


BRISBANEGS 


Percentage of inter- 
national students in 
the first year of the 
full-time MBA programme: 77% 

Percentage and total number of Indians (Indian citi- 
zens) in the incoming class: 14% 

The average number of Indians (students who are 
Indian citizens) enrolled every year in the last 3 years: 15 
Average work experience (in years) of Indian students: 
Estimated 3 years on average 

Average (as well as range of) GMAT score of the class: 
630 (550-780) 

Average salary offered to the last batch (class of 2003): 
NA 

Percentage of total students placed within a month of 
passing out: NA 

Percentage of Indian students placed within a month of 
passing out: NA 

The concentration/specialisation most second-year 
Indian students opted for: Entrepreneurship 

Special incentives or scholarships for international stu- 
dents: All applicants may be offered a 1/4, 1/2, or full 
fee-waiver scholarship. Please visit the website 
www.bgsb.qut.edu.au for further scholarship details 
Indian faculty members in the programme: There are 3 
Indian faculty members in the wider faculty of business 
who may teach in the MBA programme 

The estimated total cost of the full-time programme 
including tuition fees and rent for international stu- 
dents: AUS $34,160 for completion of the programme in 
one year — commensurately more (AUS $38,320) if 
course units are not taken in the summer semester 
such that the course extends to 16 months 

Maximum financial aid possible for an international 
student: AUS $30,000 (full tuition fee waiver if on ‘full’ 
scholarship) 

The average size of scholarship awards and total no. of 
scholarships available to international students: 
AUS $15,000 is average scholarship size, and the num- 
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ber is unlimited given that it is based on a transparent 
point system 

Total number of Indian students in the incoming class 
who got aid/scholarship: 2 


Chinese University of Hong Kong 


Percentage of inter- Rees see. 
national students in 

the first year of the full-time MBA programme: 62% 
Percentage of Indians (Indian citizens) in the incoming 
class: 5.5% 

The average number of Indians (students who are 
Indian citizens) enrolled every year in the last 3 years: 
The incoming Indian students are three in the last two 
years. No Indian students were admitted in 2001 
Average work experience (in years) of Indian students: 
5.2 years 

Average (as well as range of) GMAT score of the class: 
630 

Average salary offered to the last batch (class of 2003): 
NA 

Percentage of total students placed within a month of 
passing out: NA 

Percentage of Indian students placed within a month of 
passing out: NA 

The concentration/specialisation most second-year 
Indian students opted for: It is a tailor-made MBA pro- 
gramme on general management. However, students 
can choose elective courses (including from MS 
Programmes) according to their interests and build 
their own concentration 

Any special incentives or scholarships for international 
students: Scholarships are awarded to those who are 
outstanding in academic performance, including 
incoming and continuing students 

Indian faculty members in the programme: None 

The estimated total cost of the full-time programme 
including tuition fees and rent for international stu- 
dents: The estimated total cost of the full-time pro- 
gramme is HK $248,530 including tuition fee 
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(HK $139,530), on-campus room (HK $23,400), books 
and class reading materials (HK $10,000) and food, local 
transportation and personal expenses (HK $75,600) 

e Maximum financial aid possible for an international 
student: The maximum amount is HK $50,000 

e The average size of scholarship awards and total no. of 
scholarships available to international students: The 
average varies from year to year, depending on contribu- 
tions the programme receives from donations. In 2002- 
03 academic years, about 35% of students of the full-time 
MBA programme received some kind of scholarships 

e Total number of Indian students in the incoming class 
who got aid/scholarship: Last year, three Indian stu- 
dents obtained scholarships 


Columbia Business School 


e Percentage of international students in 


fe 

| 

the first year of the full-time MBA pro- ! 
gramme: 2896 | 

e Percentage of Indians (Indian citizens) 1 
CEA 


in the incoming class: 3% 

e The average percentage of Indians (students who are 
Indian citizens) enrolled every year in the last 3 years: 
2% (approx.) 

e Average work experience (in years) of Indian students: 5 
years (for the entire class) 

e Average (as well as range of) GMAT score of the class: 
670-750 (mid 8096 range) 

e Average salary offered to the last batch (class of 2003): 
$135,057 including starting bonus and guaranteed year- 
end bonuses 

e Percentage of total students placed within a month of 
passing out: 87% received offers by 15 September 

e Percentage of Indian students placed within a month of 
passing out: NA 

e The concentration/specialisation most second-year 
Indian students opted for: As Columbia Business School 
does not require a concentration to graduate; the insti- 
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tute does not track concentrations for the students. But 
if students are interested, they can concentrate in 12 
areas: 

l. Accounting 

2. Decision, Risk and Operations 

3. Entrepreneurship 

4. Finance and Economics 

5. Human Resource Management 

6. International Business 

7, Management 

8. Marketing 

9. Media, Entertainment and Communications 

10. Operations Management 

| 1. Real Estate 

12. Social Enterprise 

Any special incentives or scholarships for international 
students: To support applicants from India, Columbia 
Business School has decided to waive application fees 
for applicants residing in India. In addition, the School 
has established up to 8 partial fellowships for Indian 
students for $20,000 for two years. For more informa- 
tion on these fellowships, please contact the Financial 
Aid Office at apply@claven.gsb.columbia.edu 

Indian faculty members in the programme: 896 

The estimated total cost of the full-time programme 
including tuition fees and rent for international stu- 
dents: Tuition and fees for the entire two year pro- 
gramme is about $69,576 

Maximum financial aid possible for an international 
students: Columbia Business School offers very 
favourable rates on private loans to international stu- 
dents through the Business Education Loan (BEL) pro- 
gramme. Students may borrow up to the full student 
budget less any other awards 

The average size of scholarship awards and total no. of 
scholarships available to international students: In 
addition to the 8 fellowships for Indian students men- 
tioned above, Columbia Business School also provides 
full-tuition and partial-tuition fellowships for excep- 
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tionally gifted students. The criteria for different fellow- 
ships vary, with some open to international students. 
To be considered for any of the fellowships, follow direc- 
tions in the admissions application and submit the 
application by 15 January 

Total number of Indian students in the incoming class 
who got aid/scholarship: NA 


Eli Broad College of Business 


Percentage of international students in 
the first year of the full-time MBA : 
programme: 30% MICHICAN STATE 
Percentage and and total number of LL 
Indians (Indian citizens) in the incoming class: 396, 3 
The average number of Indians (students who are 
Indian citizens) enrolled every year in the last 3 years: 9 
Average work experience (in years) of Indian students: 7 
years 

Average (as well as range of) GMAT score of the class: 
646 (500-760) 

Average salary offered to the last batch (class of 2003): 
$75,536 

Percentage of total students placed within a month of 
passing out: 8096 

Percentage of Indian students placed within a month of 
passing out: 85% 

The concentration/specialisation most second-year 
Indian students opted for: Finance 

Any special incentives or scholarships for international 
students: No 

Indian faculty members in the programme: 3 

The estimated total cost of the full-time programme 
including tuition fees and rent for international stu- 
dents: $35,010 

Maximum financial aid possible for an international 
student: $8,500 plus graduate assistantship. In 2002-03 
a graduate assistantship included — in-state tuition (a 
savings of $6,000 per year for an out-of-state student), 
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a tuition waiver of approximately $2,382 per semester 
University-covered health insurance, a monthly 
stipend of approximately $560 per month, as well as 
access to a University parking pass for a small fee. The 
value of an assistantship is approximately $17,600 per 
year for an out-of -state student 

e The average size of scholarship awards and total no. of 
scholarships available to international students: The 
range is between $2,000 and $8,500 plus a graduate assist 
antship. The total no. of scholarships available is 123 

e Total number of Indian students in the incoming class 
who got aid/ scholarship: 3 





Emory University, Goizueta Business School 


e Percentage of international stu- 


dents in the first year of the full- GOIZUETA 


BUSINESS SCHOOL 


time MBA programme: 28% 

e Percentage and total number of EMORY 
Indians (Indian citizens) in the 
incoming class: 3% 

e The average number of Indians (Indian citizens 
enrolled every year in the last 3 years: NA 

e Average work experience (in years) of Indian students: 4.6 
years 

e Average (as well as range of) GMAT score of the class: 
676 (640-730) 

e Average salary offered to the last batch (class of 2003) 
$75,068 

e Percentage of total students placed within a month of 
passing out: 64% 

e Percentage of Indian students placed within a month of 
passing out: 54% 

oncentration/specialisation most second-year 
Indian students opted for: NA 

e Special incentives or scholarships for international stu- 
dents: Every applicant who submits a completed appli- 
cation by the 1 February deadline and is admitted to 
Goizueta is automatically reviewed for merit-based, 
school-funded scholarships. No separate applications 
are required. Merit-based awards range from 20% to full 


tttition waiver. 
r 
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e Indian faculty members in the programme: 12 

e The estimated total cost of the full-time programme 
including tuition fees and rent for international stu- 
dents: $47,780 per year 

e Maximum financial aid possible for an international 
student: They can borrow upto the full cost of education 
(tuitions, fees, books, living expenses) with a US co- 
signor 

e The average size of scholarship awards and total no. of 
scholarships available to international students: 
Average award is approximately $17,700 (about 50% of 
tuition). The university does not have a set number of 
scholarships but typically about half the class receives 
some scholarship award 

e Total number of Indian students in the incoming class 
who got aid/scholarship: 5 


London Business School 


e Percentage of international students in 
the first year of the full-time MBA pro- 
gramme: 88% 

e Percentage and total number of 
Indians (Indian citizens) in the incom- 
ing class: 1096, 31 

e The average number of Indians (students who are 
Indian citizens) enrolled every year in the last 3 years: 24 

e Average work experience (in years) of students in the 
class: 5 years 

e Average (as well as range of) GMAT score of the class: 
685 (600-790) 

e Average salary offered to the last batch (class of 2003): 
$93,000 

e Percentage of total students placed within a month of 
passing out: NA 

e Percentage of Indian students placed within a month of 
passing out: NA 

e The concentration/specialisation most second-year 
Indian students opted for: MBA is a general manage- 
ment programme consisting of 14 core courses in the 
first year, and 12 elective choices in the second year. 








Concentrations on offer are Change Management, 
Entrepreneurial Management, Finance, Marketing, 

Strategy, Technology Management and International 

Business. Although all electives are popular, last year 

most Indian students opted for Finance. 

Any special incentives or scholarships for international 

students: London Business School has an innovative 

loan scheme in partnership with HSBC Bank. To apply, 

one must have accepted an offer of a place (i.e. paid a 

commitment fee) for one of the London Business 

School Programmes. Indian nationals are currently eli- 

gible to apply for this scheme 

London Business School also has an extensive portfolio 

of scholarships that is continually being extended and 

updated. These include two scholarships for women, 

which pay for 50% of first year tuition fees. As such, a 

large proportion of class is international; this is reflect- 

ed in scholarship eligibility. Students should also con- 

sider alternative funding like British Chevening 
Scholarships 

Indian faculty members in the programme: 7 

The estimated total cost of the full-time programme 

including tuition fees and rent for international stu- 

dents: International students pay the same fees as 

domestic students. For MBA 2005, fees have been set at 

£41,970 for the 2-year course. Living costs vary tremen- 

dously, but students should set aside anywhere from 

£10,000 to £20,000 per year 

Maximum financial aid possible for an international 

student: Unlike many schemes, the HSBC Bank - 

London Business School Loan is available to students 

from most countries and provides funding to cover not 

only tuition fees, but also living costs. 

The average size of scholarship awards and total no. of 
scholarships available to international students: As 

such, a large proportion of our students are internation- 

al, most scholarships are available across the board. 

They are usually based on merit rather than need, and 

have an average value of around £7,000. The portfolio is 
currently being updated for next year, so exact figures 

are unavailable at present 

The total number of Indian students in the incoming 
class who got aid/scholarship: Around 10% of our class 
annually receive some sort of scholarship or financial 

assistance. The majority of students finance their stud- 

ies through exclusive HSBC loan scheme 


Macquarie Graduate School of Management 


Percentage of international students in the 1 
full-time MBA programme: NA 4 
Percentage and total number of Indians M&M 
(Indian citizens) in the incoming class: 796, 5.— «555 
(in the Australia campuses) a 


The average number of Indians (students who are 
Indian citizens) enrolled every year in the last 3 years: 2 
Average work experience of students in the class: MGSM 
requires its students to have a minimum 5 years rele- 
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vant managerial or professional work experience 


e Average (as well as range of) GMAT score of the class: 
NA 

e Average salary offered to the last batch (class of 2003): 
AUS $1,20,000 

e Percentage of students placed within a month of pass- 
ing out: NA 

e Percentage of Indian students placed within a month of 
passing out: NA 

e The concentration/specialisation most Indians have 
opted for: The MGSM MBA is a general degree 

e Special incentives or scholarships for international stu- 
dents: There are no special scholarships for internation- 
al students 

e No. of Indian faculty members in the programme: None 

e The estimated total cost of the full-time programme 
including tuition fees and rent for international stu- 
dents: The tuition fee for the full-time programme for 
international students is AUS $44,800. For tuition and 
rent only (not including living costs), the total would be 
AUS $55,000 

e Maximum financial aid possible for an international 
student: NA 

e Average size of scholarship awards and total number of 
scholarships available to international students: 
Macquarie does not offer any scholarship 

e Total number of Indian students in the incoming class 
who got aid/scholarship: NA 

McGill University 

e Percentage of international students in the Rn 
first year of the full-time MBA programme: 
62%, an 

e Percentage and total number of Indians 
(Indian citizens) in the incoming class: 6%, 8 

e Theaverage number of Indians (students who are Indian 
citizens) enrolled every year in the last 3 years: 4.3 

e Average work experience (in years) of Indian students: 


5.3 years 





Average (as well as range of) GMAT score of the class 
645 (570-770) 

Average salary offered to the last batch (class of 2003) 
CAD 74,000 

Percentage of total students placed within a month ol 
passing out: 66% 

Percentage of Indian students placed within a month of 
passing out: 100% 

The concentration/specialisation most second-year 
Indian students opted for: Finance 

Special incentives or scholarships for international stu 
dents: All international students are considered for the 
MBA International Student Award. 
between CAD 1500-3000. It is renewable for the second 


[his award ranges 


year of studies provided the student maintains in good 
academic standing and has not become a permanent 
resident of Canada 
Indian faculty members in the programme: 7 
[he estimated total cost of the full-time programme 
including tuition fees and rent for international stu 
dents: Tuition is CAD 20,000 per vear, 
approximately CAD 6,000 per year 
Maximum financial aid possible for an international 
student: The maximum award for MBA international 
students is CAD 3,000 
The average size of scholarship awards and total no. of 
rhe 
Each 
year the institute awards approximately 10 scholarships 


and rent is 


scholarships available to international students: 
average size of scholarship awards is CAD 3,000 
Total number of Indian students in the incoming class 
who got aid/scholarship: 3 











Melbourne Business School 


Percentage of international students in 
the full-time MBA programme: 60% 
Percentage and total number of Indians 
(Indian citizens) in the incoming class: 
15%, 22 

The average number of Indians (students who are 
Indian citizens) enrolled every year in the last 3 years: 
Melbourne Business School will limit the number of 
students from any country to 20 in total or 10% of each 
year intake 

Average work experience of students in the class: 5.7 
years 

Average (and range of) GMAT score of the class of 2005: 
642 (550-750) 

Average salary offered to the last batch (class of 2003): 
Total remuneration package (median) AUS $1,18,000 
Percentage of students placed within a month of pass- 
ing out: 69% (3 months) 

Percentage of Indian students placed within a month of 
passing out: NA 

The concentration/specialisation most Indians have 
opted for: Finance 

Special incentives or scholarships for international stu- 
dents: The school does not differentiate between inter- 
national and domestic students in the scholarship 
selection process. Approximately 20% of our students 
get a scholarship each year 

No. of Indian faculty members in the programme: 1 
Estimated cost of the full-time programme including 
tuition fees and rent for international students: AUS $ 
21,760 

Maximum financial aid possible for an international 
student: 25% of tuition fee 

Average size of scholarship awards and total no. of 
scholarships available to international students: For 








2003, the average size was AUS $19,000. The total num^ di 


ber of scholarships varies each year and depends on the 
quality of the applicant pool 


Total number of Indian students in the incoming class 


who got aid/scholarship: 1 


NUS Singapore Business School 


Percentage of interna- 
tional students in the 
first year of full-time 
MBA programme: 85.9% 
Percentage and total 
number of Indians (Indian citizens) in the incoming 
class: 43.9%, 25 

The average number of Indians (students who are 

Indian citizens) enrolled every year in the last 3 years: 23 

Average work experience of students in the class: 4.48 

years 

Average (as well as range of) GMAT score of the class: 

684 (590-750) 

Average salary offered to the last batch (class of 2003): NA 

Percentage of students placed within a month of pass- 

ing out: NA 

Percentage of Indian students placed within a month of 

passing out: NA 

The concentration/specialisation the most Indians 

have opted for: Finance and Marketing 

Special incentives or scholarships for international stu- 

dents: 

l. Asian Development 
Programmes, ADB- JPS. 
Government of Japan awards this scholarship annu- 
ally to citizens of developing member countries of 
the ADB. Up to 11 scholarships are available annu- 
ally based on scholastic merit and need. Women 
applicants are especially welcome. Each scholarship 

will provide for the following: 

e Monthly stipend of S $1,350 

e Tuition, health insurance, examina- 
tion fees and other approved fees, 
allowances and expenses 

e Book allowance of S $250 per regular 
semester 

e Cost of travel from home country to 
Singapore on award of the scholarship 

e Costoftravel from Singapore to home 
country on successful completion of 
the programme 

2. NUS Graduate Scholarships for 
ASEAN Nationals, AGS 
This scholarship is awarded annually 

to citizens or permanent residents of a 

member country of ASEAN. Up to eight 

scholarships are available for award 
annually to full-time students in all 
course-based programmes for the full 
duration of the respective programmes. 


B 


NUS : 


National University 


of Singapore 





Bank-JAPAN Scholarship 
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Each scholarship will provide for the following: 


Monthly stipend of S $1,350 

Tuition, health insurance, examination fees and 
other approved fees, allowances and expenses 
Book allowance of S $250 per regular semester 

Cost of travel from home country to Singapore on 
award of the scholarship 

Cost of travel from Singapore to home country on 
successful completion of the programme 
NUS-APEC Scholarship: One APEC Scholarship, co- 
funded by APEC Education Foundation grant and 
the Singapore Ministry of Education, is awarded 
annually to candidates from APEC member 
economies that are admitted to a full-time MBA at 
NUS 

Monthly stipend of S $1,300 

Tuition, health insurance, programme application 
fee and other approved fees, allowances and 
expenses 

Book allowance of S $250 per regular semester 

Cost of travel from home country to Singapore on 
award of the scholarship 

Cost of student exchange participation, up to S 
$6,000 

Cost of travel from Singapore to home country on 
successful completion of the programme 

Indian faculty members in the programme: 13 

The estimated cost of the full-time programme 
including tuition fees and rent for international stu- 
dents: Total fee $12,000, Accommodation $4,100 
Maximum financial aid possible for an internation- 
al student: Full-time admitted candidates are eligi- 
ble for the NUS Tuition Fee Loan, which covers up 
to 80% of tuition fees. All (including foreign) appli- 
cants for Tuition Fee Loans have been successful so 
far. Interest rates for the loans will only commence 
upon graduation. Repayment, of minimally S $100 
monthly, must start not later than 2 years after 
graduation 





e Theaverage size of scholarship awards and total no. 
of scholarships available to international students: 
Refer answer 6. 

e Total number of Indian students in the incoming 
class who got aid/scholarship: All the students 
received tuition fee loan covering 8096 of their tuition 
fee. None of the students won any scholarship 


Olin School of Business 


Percentage of internation- 
al students in the first year 
of full-time MBA pro- 
gramme: 38% 

Percentage of Indians (Indian citizens) in the incoming 
class: 796 

Average number of Indians (students who are Indian 
citizens) enrolled every year in the last 3 years: 7-9% 
Average work experience (in years) of Indian students: 
NA 

Average (as well as range of) GMAT score of the class of 
2005: NA 

Average salary offered to the last batch (class of 2003): 
NA 

Percentage of students placed within a month of pass- 
ing out: NA 

Percentage of Indian students placed within a month of 
passing out: NA 

The concentration/specialisation most second-year 
Indian students have opted for: NA 

Special incentives or scholarships for international! stu- 
dents: International students qualify for consideration 
for all forms of scholarship including full fellowships 
We also have an international loan fund (unsecured) 
No. of Indian faculty members in the programme: 10 
The estimated cost of the full-time programme including 
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tuition fees and rent for international students: $51,500 
per year 

Maximum financial aid possible for an international 
student: There is no limit 

Average size of scholarship awards and total number of 
scholarships available to international students: NA 
Total number of Indian students in the incoming class 
who got aid/scholarship: NA 


Queen's School of Business 





Percentage of international students in Cab 
the full-time MBA programme: 30% c-— » 
Percentage and total number of Indians Queens 
(Indian citizens) in the incoming class: 2 epe 
vani oe BUSINESS 


The average number of Indians (stu- 

dents who are Indian citizens) enrolled every year in the 
last 3 years: | 

Average work experience (in years) of Indian students: 8 
years 

Average (as well as range of) GMAT score of the class: 
684 

Average salary offered to the last batch (class of 2003): 
80,000 CAD 

Percentage of total students placed within a month of 
passing out: NA 

Percentage of Indian students placed within a month of 
passing out: NA 

The concentration/specialisation most Indian students 
opted for: Marketing 

Any special incentives or scholarships for international 
students: No 

Indian faculty members in the programme: | 

The estimated total cost of the full-time programme 
including tuition fees and rent for international students: 
Costs are CAD 51,000 tuition plus CAD 15,000 living 
allowance = CAD 66,000 for the class that begins in May 
2004 (Queens MBA is a 12 month full-time programme) 
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The maximum financial aid possible for an internation’ 
al student: All students are eligible to qualify for a finan- 
cial assistance loan programme through RBC (Royal 
Bank of Canada) of up to CAD 66,000. Queen's covers 
the interest costs on the entire loan while students are 
in the programme. Queen's will continue to pay the 
interest on the tuition portion for up to six months fol- 
lowing graduation in the event that a student has not 
yet received a minimum offer (CAD 60,000) of employ- 
ment. Upon graduation, the student and banker work 
to establish a manageable repayment schedule 

The average size of scholarship awards and total no. of 
scholarships available to international students: There 
are no scholarships for, either, domestic or internation- 
al students 

No. of Indian students who got aid/scholarships in the 
incoming class: All were financed through the RBC loan 
programme 


Said Business School 





Percentage of international students in the 
one-year full-time MBA programme: 86% 
Percentage and total number of Indians 
(Indian citizens) in the incoming class: 8%, 14 
The average number of Indians (students 
who are Indian citizens) enrolled every year in the last 3 
years: 7 
Average work experience (in years) of Indian students: 6 
years 
Average (as well as range of) GMAT score of the class: 
685 (600-780) 
Average salary offered to the last batch (class of 2003): 
NA 
Percentage of total students placed within a month of 
passing out: NA 
Percentage of Indian students placed within a month of 
passing out: NA 
4 e The concentration/specialisation most 
Indian students opted for: The MBA 
course is a one-year full-time pro- 
gramme with the option to choose vari- 
ous electives in the third term only. The 
course is designed to be a general one- 
year MBA and is not weighted towards 
particular specialisations 
e Special SBS incentives or scholarships 
for international students: 
All students are eligible for: 
- Naomi Molson Scholarship: for stu- 
dents from developing countries 
- Skoll: all students eligible but most 
return to social entrepreneurship 
e Indian faculty members in the pro- 
gramme: None 
—J e The estimated total cost of the full-time 
| | programme including tuition fees and 
rent for international students: All stu- 
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e Percentage of international students in 





dents had to provide a financial guarantee of £35,000 to 
cover fees and living expenses in 2003-04 

Maximum financial aid possible for an international 
student: Depends on scholarship awarded 

The average size of scholarship awards and total no. of 
scholarships available to international students: 
Difficult to say. Scholarships are available from the uni- 
versity and from individual colleges 

Total number of Indian students in the incoming class 
who got aid/scholarship: NA 


Stanford Graduate School of Business 


the first year of the full-time MBA pro- 
gramme: 32% 

Percentage and total number of 
Indians (Indian citizens) in the 
incoming class: Total MBAs for 2003-04 (first and sec- 
ond year): 762 

Total international students: 238 











Total South Asian: 22 (includes students 
from India, Pakistan, 
Kazakstan, Sri Lanka). Numbers do not 
include US permanent residents 


Bangladesh 


e The average number of Indians (students 
who are Indian citizens) enrolled even 
year in the last 3 years: NA 

e Average work experience (in years) of 
Indian students: 4.25 years (whole class 

e Average (as well as range of) GMAI 
score of the class: 713 (540-790) 

e Average salary offered to the last batch 
(class of 2003): $100,000 

e Percentage of total students placed with 
in a month of graduating: 85% 

e Percentage of Indian students placed 
within a month of passing out: NA 

e The concentration/specialisation most 
second-year Indian students opted for 

We are a school of general management education 

Special incentives or scholarships for international stu 

dents: International students are eligible for the same 

scholarships and grants as domestic students. In addi 
tion, loans are made available as well 

Indian faculty members in the programme: 3 

The estimated total cost of the full-time programme 

including tuition fees and rent for international stu 

dents: Tuition $36,252, Living Expenses $17,646 single 
on campus (a year) 

Maximum financial aid possible for an international 

student: Depends on individual situation for all stu 

dents, domestic and international 

The average size of scholarship awards and total no. ot 

scholarships available to international students: Mean 

scholarship amount (among all first years): $12,630 

(does not include loans) 

Mean scholarship amount (among all second years 

$11,843 (does not include loans) 

There is no set number of scholarships set aside 

for international students 
e Total number of Indian students in the incoming 

class who got aid/scholarship: NA 


Stern School of Business 


e Percentage of international 
students in the first year of 
the full-time MBA progra 


NYU G 
— 

mme: 28% S | H NN 

e Percentage and total num " 


ber of Indians (Indian citizens) in the incoming 
class: 2%, 8 

e The average number of Indians (students who are 
Indian citizens) enrolled every vear in the last 
years: NA 

e Average work experience (in years) of students in 
the class: 4.5 years (whole class) 

e Average GMAT score of the class: 700 
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http://w4.stern.nyu.edu/admissions/ full-time/apply 
ingtostern.cfm for more information on internatior* ] ^ 
loan programmes and scholarships 

e Average size of scholarship awards and total no. of 
scholarships available to international students: This 
number ranges from partial to full scholarships. Thirty 
percent of all full-time students, both international and 
domestic, receive some form of funding 

e Total number of Indian students in the incoming class 









who got aid/scholarship: NA " 
The Wharton School, University of Pennsylvania 
e Percentage of 
international stu- 
dents in the first 
year of your full-time MBA programme: 39.196 , 
e Percentage of Indians (Indian citizens) in the incoming 
class: 5.596 : 
e The average percentage of Indians (students who are 
Indian citizens) enrolled every year in the last 3 years: 
Total enrollment: Mean — 91 students 
e Average work experience (in years) of Indian students: 
7.6 years 
e Average (as well as range of) GMAT score of the class: 
— — 4 average is 714, 80% of all GMAT scores fall between 660 
a — and 760 
un" e Average salary offered to the last batch (class of 2003): 
e Average salary offered to the last batch (class of 2003): Median base salary was $85,000 , 
$83,439 (base) e Percentage of total students placed within a month of 
e Percentage of total students placed within a month of passing out: Percentage of students with accepted offers 
passing out: 8096 (3 months) within a month of graduation was 81% 
e Percentage of Indian students placed within a month of e Percentage of Indian students placed within a month of 
passing out: NA passing out: We do not track this specific data 
e The concentration/specialisation most second-year e The concentration/specialisation most second- 
Indian students opted for: Finance and General year Indian students opted for: Entrepreneurial 
Management Management/Finance 4 
e Special incentives or scholarships for international stu- @ Any special incentives or scholarships for international 
dents: Both domestic and international students are eli- students: No. Our MBA programme is global; interna- 
gible to compete for scholarships and fellow- or 
ships at NYU Stern. To be considered for schol- m = V ut " 
arships and fellowships, applicants should a4 —— 


meet the 1 December deadline. Stern and pri- s * 
vate donors provide the funds for these awards, 
and individual awards vary. About 30% of all 
full-time students receive some form of this 
funding. Additional teaching fellowships and 
graduate assistantships are available during 
the second year of the MBA programme 

e No. of Indian faculty members in the 
programme: 16 

e Estimated cost of the full-time programme 
including tuition fees and rent for internation- 
al students: Tuition and fees for resident and 
non-resident students: $34,126 per year 

e Maximum financial aid possible for an interna- 
tional student: This depends on each student's 
situation. Please also visit our website 
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t tional students are very well represented at the school. 


B e indian faculty members in the programme: 7 on the 


(à 


tenured/tenure-track (permanent) faculty 

e The estimated total cost of the full-time programme 
including tuition fees and rent for international stu- 
dents: $64,338 (for Academic Year 2004-05) 

e Maximum financial aid possible for an international 
student: $57,904 (for Academic Year 2004-05) 

e The average size of scholarship awards and total no. of 
scholarships available to international students: 
Domestic and international students are considered 
jointly for merit-based scholarships. The average size of 
scholarship awards is $10,000 

e Total number of Indian students in the incoming class 
who got aid/scholarship: NA 


University of California at Los Angeles, Anderson 


e Percentage of international stu- 
dents in the first year of the full- 
time MBA programme: 24% 

e Percentage and total number of / N 
Indians (Indian citizens) in the 
incoming class: 2%, 6 

e The average number of Indians (students who are 
Indian citizens) enrolled every year in the last 3 years: 6 

e Average work experience (in years) of Indian students: 4 
years 

e Average (as well as range of) GMAT score of the class: 
700, 650-720 (middle 80%) 

e Average salary offered to the last batch (class of 2003): 
$92,500 

e Percentage of total students placed within a month of 
passing out: 81% (including those starting their own 
company) 

e Percentage of Indian students placed within a month of 
passing out: NA 

e The concentration/specialisation most second-year 
Indian students opted for: Anderson does not require 
students to declare a concentration, since its flexible 
MBA programme allows students to customise their 
degree as they wish. Indians have focused on widely 
varied areas of study, including Entrepreneurship, 
Entertainment, Finance, Operations Management, etc 

e Special incentives or scholarships for international stu- 
dents: All entering students are eligible for merit fellow- 
ships based on the overall strength of their application 
including academic qualifications, work experience and 
leadership. Second-year students similarly qualify for 
fellowships based on their performance at Anderson 
both in and out of the classroom 

e Indian faculty members in the programme: 6, including 
the chairman of the faculty, Rakesh Sarin 

e The estimated total cost of the full-time programme 
including tuition fees and rent for international stu- 
dents: Tuition and fees now total approximately 
$28,365 per year, and living expenses add approxi- 
mately another $20,000 a year to the total annual cost 








for full-time students 

Maximum financial aid possible for an international 
student: The maximum aid available (including fellow- 
ships and loans) would cover all the annual costs for à 
student, providing that they meet all the various 
requirements 

The average size of scholarship awards and total no. of 
scholarships available to international students: For 
merit fellowships to international students, the average 
award is approximately $12,000 and the total number 
available varies according to funding but averages 
approximately two dozen a year. Loans from various 
sources supplement these totals in most financial aid 
packages 

Total number of Indian students in the incoming class 
who got aid/scholarship: Approximately 3/4 of Indian 
students received aid packages in the last two years 
(including fellowships, grants and loans) 


University of Rochester, Simon 


Percentage of interna- 
tional students in the 
first year of full-time 
MBA programme: 46% 
Percentage and total number of Indians (Indian citi- 
zens) in the incoming class: 5.4%, 9 

The average number of Indians (students who are 
Indian citizens) enrolled every year in the last 3 years: 18 
Average work experience (in years) of Indian students: 
B.11 years 

Average (as well as range of) GMAT score of the class: 
647 

Average salary offered to the last batch (class of 2003): 
NA 

Percentage of total students placed within a month of 
passing out: NA 

Percentage of Indian students placed within a month of 
passing out: NA 

The concentration/specialisation most second-year 
Indian students opted for: Finance 
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Special incentives or scholarships for international stu- 
dents: No 

Indian faculty members in the programme: | 

The estimated total cost of the full-time programme 
including tuition fees and rent for international stu- 
dents: $101,976 approx.. 

Maximum financial aid possible for an international 
student: 100% 


The average size of scholarship awards and total no. of 


scholarships available to international students: 40%, 
No limit to number available 
Total number of Indian students in the incoming class 
who got aid/scholarship: 8/9 


University of Texas at Austin, McCombs 


Percentage of international stu- 
dents in the first year of your 
full-time MBA programme: 24% 
Percentage and total number of 
Indians (Indian citizens) in the 
incoming class: 3%, 11 

The average number of Indians (students who are 
Indian citizens) enrolled every year in the last 3 years: 
12 

Average work experience (in years) of Indian students: 
4.5 years 

Average (as well as range of) GMAT score of the class: 
For Indians — 720 (700-750) 

Average salary offered to the last batch (class of 2003): 
$75,003 

Percentage of total students placed within a month of 
passing out: 6796 (3 months) 

Percentage of Indian students placed within a month of 
passing out: 10095 (3 months) 





McCOMBS 


SCHOOL OF BUSINESS 





Ihe concentration/specialisation most second-year 
Indian students opted for: NA 

Special incentives or scholarships for international stu- 
dents: All international applicants are automatically 
considered for recruiting scholarships at the time of 
application and during the admission cvcle following. 
No special application is needed. In addition, during 
the first semester, international students may apply for 
Continuing Student scholarships. Scholarships include 
Longhorn Business Scholarships, TAMS, and Good 
Neighbor Scholarships 

Indian faculty members in the programme: 12 


The estimated total cost of the full-time programme 


including tuition fees and rent for international stu- 
dents: $77,882 

Maximum financial aid possible for an international 
student: Maximum scholarship for an international stu- 
dent is about $15,500 
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[he average size of scholarship awards and total no. of 
scholarships available to international students: $4,000 
(Number of scholarships varies from year to year) 

[otal number of Indian students in the incoming class 
who got aid/scholarship: 1 


Yale University, Yale School of Management 


Percentage and number of inter- 
national students in the first year 
of the full-time MBA 
gramme: 24%, 239 


pro- 


Percentage and total number of Indians (Indian citi- 
zens) in the incoming class: 5%, 11 

[he 
enrolled every year in the last 3 years: NA 


average number of Indians (Indian citizens) 
Average work experience (in years) of Indian students: 
NA 

Average (as well as range of) GMAT score of the class: 
703, middle 80% range is 650-750 

Average salary offered to the last batch (class of 2003): 
Average base salary — $81,447, and average signing 
bonus — $15,653 

Percentage of total students placed within a month of 
passing out: 7895 received offers within 3 months. 
Percentage of Indian students placed within a month of 
passing out: NA 

Ihe concentration/specialisation most second-yeat 
Indian students opted for: NA 

Any special incentives or scholarships for international 


students: Yes, Yale awards a small number of merit- 


A 








based scholarships, without regard to nat 
Domestic applicants can quali! 
GATI 


$55.000 for the two vears at SOM 


Loans: A students is eligible to borrow 


Students wl 


successfully completed the first semester of thi 


year may be eligible to borrow up to $20,000 | 


for need-based g 





second semester. Students who borrow in their first 


INN) 


would then be eligible to borrow up to $35 
second yeat 


Private Loans: International! students who have 


it worthy US co-signer may also apply for privat 


cational loans. All private loans are credit 


Students who apply with a co-signor are eli 


borrow up to the full cost of attendance, less any 


cial aid received. Visit 
information 
Indian faculty members in the programme: 4 


[he estimated total cost of the full-time prog 


including tuition fees and rent for internation: 


dents: $51,992 per year 
Maximum financial aid possible for an 


interi 


student: Depending on need and merit, it is pos 


finance the entire cost of tuition through a combi: 


of scholarships and loans 
[he average size of scholarship awards and tota 
scholarships available to international students 


trom year to year 


www.moba.vale.edu foi 


otal number of Indian students in the incoming i 


who got aid/scholarship: 60% of all Yale SOM sti 


are receiving financial assistance, including s 


ships, need-based grants and long-term loans. es 
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Directory of Global 





Arizona State University: Carey 


Australian Graduate School of Management 


Babson College: Olin 

Bentley College: McCallum GSB 
Boston College: Carroll 

Brigham Young University: Marriott 


Carnegie Mellon: David Tepper School of Business 


Case Western Reserve: Weatherhead 
Chinese University of Hong Kong 

Cass Business School 

College of William & Mary 

Columbia University: Columbia 

Cornell University: Johnson 

Cranfield School of Management 
Dartmouth College: Tuck 

Duke University: Fuqua 

Edinburgh University Management School 
Emory University: Goizueta 

ESADE 

Georgetown University: McDonough 
Georgia Institute of Technology: DuPree 
Golden State University: Robinson 
Harvard Business School 

HEC 

HK University of Science and Technology 
IESE Business School 


United States 
Australia 
United States 
United States 
United States 
United States 
United States 
United States 
China 

United Kingdom 
United States 
United States 
United States 
United Kingdom 
United States 
United States 
United Kingdom 
United States 
Spain 

United States 
United States 
United States 
United States 


China 


www.cob.asu.edu/mba/ 
www.agsm.edu.au 
www.babson.edu/mba 
www.bentley.edu/graduate 
www.bc.edu/mba 
www.marriottschool.byu.edu/mba 
WWWw.gsia.cmu.edu 
www.weatherhead.cwru.edu 
www.cuhk.edu.hk/en 

www. business. city.ac.uk/ed 
Www.business.wm.edu 
www.gsb.columbia.edu 
www.johnson.cornell.edu 
www.cranfield.ac.uk/som 
www.tuck.dartmouth.edu 
www fuqua.duke.edu 
Www.ems.ed.ac.uk 
www.esade.edu 


www.msb.edu 


www.dupree.gatech.edu/index2 shtml 


www.robinson.gsu.edu 
www.hbs.edu 
www.hec.edu 
www.bm.ust.hk 


www.iese.edu 
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Contact point 





Ms Suzanne Steadman 
Admissions Office 
MBA Admissions Office 
| Admissions Office 
Ms Shelley Conley 
Admissions Office 
, Mr Michael Kaplan 
Ms Lauren Lee 
Admissions Office 
Admissions office 
Ms Linda Meehan 
* Ms Andrea Sherwood 
E Ms Maureen Williams 
* Admissions office 
—. Ms Katie Joyce 
Admissions office 
Ms Nancy Roth Remington 
* Admissions Office 
Admissions office 
Admissions office 
-Admissions office 
MBA Admissions Office 
— 
Dr. Lu Hong Jun 
MBA Admissions Office 


E-Mail 


ssteadman@asu.edu 


mba@agsm.edu 


gradadme@bentley.edu 
bemba@bc.edu 

mba@pbyu.edu 
mkaplan@andrew.cmu.edu 
mbaadmission@weatherhead.cwru.edu 
laurenlee@cuhk.edu. hk 
cass-mba@city.ac.uk 
admissions@business.wm.edu 
apply@claven.gsb.columbia.edu 
als22@cornell.edu 
m.williams@cranfield.ac.uk 
tuck.admissions@dartmouth.edu 
joyce@mail.duke.edu 
Management.school(@ed.ac.uk 
nancy _remington@bus.emory.edu 
mba@esade.edu 
MBA@georgetown.edu 
mba@dupree.gatech.edu 
rcb-oaa@gsu.edu 
admissions@hbs.edu 
admissionmba@hec. fr 
mba@ust hk 


mbainfo@iese.edu 
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Country 


Website 





IMD 

Imperial College Management School 
Indiana University: Kelley 

INSEAD 

Instituto de Empresa 

lowa State University 

IPADE 

ITESM 

London Business School 
Manchester Business School 
McGill University 

McMaster University: DeGroote 
Melbourne Business School 
Michigan State University: Broad 
Mississippi State University 

MIT. Sloan 

New York University: Stern 
Northwestern University: Kellogg 
Ohio State University: Fisher 
Pennsylvania State University: Smeal 
Purdue University: Krannert 
Queens School of Business 

Rice University: Jones 

Rotterdam School of Management 
Santa Clara University: Leavey 
SDA Bocconi 

Southern Methodist University: Cox 
Stanford University GSB 

Stony Brook University: Harriman 
Strathclyde Graduate School of Business 
Texas A & M University: Mays 

The College of William & Mary 
Thunderbird 

Trinity College Dublin 

Tulane University: Freeman 

UCLA: Anderson 

Universiteit Nyenrode 


MEGA B 


Switzerland 
United Kingdom 
United States 
France 

Spain 

United States 
Mexico 

Mexico 

United Kingdom 
United Kingdom 
Canada 
Canada 
Australia 
United States 
United States 
United States 
United States 
United States 
United States 
United States 
United States 
Canada 

United States 
Netherlands 
United States 
Italy 

United States 
United States 
United States 
United Kingdom 
United States 
United States 
United States 
Ireland 

United States 
United States 
Netherlands 


www.imd.ch/mba/ 

www imperial.ac.uk/business/ 
www.kelley.indiana.edu 
www.insead.edu 

www.ie.edu 

www. bus.iastate.edu/MBA 
www.ipade.mx/english.asp 
www.egade.sistema.itesm.mx 
www.london.edu/mba 


www.mbs.ac.uk/programmes/mba/index.ctm 


www. management mcgill.ca 
www. degroote.mcmaster.ca 
www.mbs.unimelb.edu.au 
www.bus.msu.edu 
www.cbi.msstate.edu 
mitsloan.mit.edu 
www.Stern.nyu.edu 
www.kellogg.northwestern.edu 
www.fisher.osu.edu/mba/ 
www.smeal.psu.edu/mba 
www.mgmt.purdue.edu 
www.business.queensu.ca 
www.jonesgsm.rice.edu 
www.rsm.nl 
www.business.scu.edu 
www.sdabocconi.it/home/en 
WWW.COX.Smu.edu 
www.gsb.stanford.edu 
www.sunysb.edu 
www.gsb.strath.ac.uk 
www.business.tamu.edu 
www.business.wm.edu 


www.t-bird.edu 


www.tcd.ie/Business Studies/MBA 


www.freeman.tulane.edu 
www.nyenrode.nl 
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tact point 


4 Admissions Office 
4 Admissions Office 
3A Admissions Office 
"BA Info Coordinator 
ir Federico Paviolo 


-Admissions Office 


Ms Beatrize Guzman Gonzalez 


Ms Veronica Arredondo 
" MBA Admissions Office 
^" Ms Louise Gardiner 
MBA Admissions Office 
MBA Admissions Office 
Timeke Plymin 
|. Mr Joe Ford 
Mi Hunter Holzhauer 

Jennifer Burke 

A Admissions Office 

i: '"üfice of Admission 
Ms Terina Matthews 
i Mr F. Robert Wheeler III 
Admissions Coordinator 
Admissions Office 


Ms Lisa Weimer Anderson 


4s Suzanne Whyte 
| s Christy Ferguson 
3A Admissions Office 
Tamara English 
actor of Admissions 
. A Admissions Office 
Margaret English 
indy Flynn 
thy W. Pattison 


HRA Admissions Office 


e Morris 


$ .. Janice Hughes 
MBA Admissions Office 
MBA Admissions Office 





mbainfo@imd.ch 
business@imperial.ac.uk 
mbaoffice@indiana.edu 
admissions @ie.edu 

business @iastate.edu 
bguzman@ipade.mx 
veronica.arredondo@itesm.mx 
mbainfo@london.edu 
louise.gardiner@mbs.ac.uk 
mba.mgmt@mcgill.ca 
bizinfo@memaster.ca 
enquiries@mbs.edu 
jeans@bus.msu.edu 
gsb@cobilan.msstate.edu 
jburke@mit.edu 
sternmba@stern.nyu.edu 
MBAadmissions@kellogg, northwestern.edu 
fishergrad@cob.osu.edu 
smealmba@psu.edu 
masters@krannert.purdue.edu 
inquiry@mbast.queensu.ca 
weimer@rice.edu 
swhyte@rsm_nl 
mbaadmissions@scu.edu 
admissions@sdabocconi.it 
mbainfo@mail.cox.smu.edu 


mba@gsb.stanford.edu 


margaret@gsb.strath.ac.uk 
maysmba@tamu.edu 
admissions@business.wm.edu 
admissions @t-bird.edu 
TrinityMBA@tcd.ie 
jlhughes@maithost.tcs.tulane.edu 
mba.admissions@anderson.ucla.edu 
info@nyenrode.n! 
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Report Rank 

3 [Non-US] 21 
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lind Tier [Non-US] 36 

24 
lind Tier [Non-US] 16 
4 [Non-US] 39 


lind Tier [Non-US] 


23 21 29 
6 22 4 
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lind Tier 25 19 
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Ilird Tier 47 23 
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University at Buffalo, State University of NY 
University College Dublin: Smurfit 
University of Arizona: Eller 

University of Bath School of Management 
University of British Columbia: Sauder 
University of Calgary 

University of California at Berkeley: Haas 
University of California at Irvine GSB 
University of Cambridge: Judge 

University of Chicago GSB 

University of Georgia: Terry 

University of Illinois at Urbana: Champaign 
University of lowa: Tippie 

University of Maryland: Smith 

University of Michigan Business School 
University of Minnesota: Carlson 
University of North Carolina: Kenan-Flagler 
University of Notre Dame 

University of Oxford: Said 

University of Pennsylvania: Wharton 
University of Pittsburgh: Katz 

University of Rochester: Simon 

University of South Carolina: Moore 
University of Southern California: Marshall 
University of Texas at Austin: McCombs 
University of Toronto: Rotman 

University of Virginia: Darden 

University of Washington 

University of Western Ontario: Ivey 
University of Wisconsin: Madison 
Vanderbilt University: Owen 

Virginia Tech: Pamplin 

Wake Forest University: Babcock 

Warwick Business School 

Washington University: Olin 

Yale School of Management 

York University: Schulich 


United States 
Ireland 
United States 


United Kingdom 


Canada 
Canada 
United States 
United States 


United Kingdom 


United States 
United States 
United States 
United States 
United States 
United States 
United States 
United States 
United States 


United Kingdom 


United States 
United States 
United States 
United States 
United States 
United States 
Canada 

United States 
United States 
Canada 

United States 
United States 
United States 
United States 


United Kingdom 


United States 
United States 


Canada 


www.mgt buffalo.edu 

www.ucd.ie 
www.ellermba.arizona.edu 
www.bath.ac.uk/management/mba 
www.sauder.ubc.ca/mba/index.cfm 
www.haskayne.ucalgary.ca 
www.haas.berkeley.edu 
www.gsm.uci.edu 
WWW.jims.cam.ac.uk 
www.gsb.uchicago.edu 
www.terry.uga.edu/mba 
www.mba.Uuiuc.edu 
WWW.biz.uiowa.edu 
www.rhsmith.umd.edu 
www.bus.umich.edu 
www.carlsonmba.umn.edu 
www.kenan-flagler.unc.edu 
www.nd.edu/-—mba 
www.sbs.0x.ac.uk 
www.wharton.upenn.edu/mba 
Www.katz.pitt.edu 
www.simon.rochester.edu 
www.mooreschool.sc.edu 
www.marshall.usc.edu 
www.texasmba.bus.utexas.edu 
www.mgmt.utoronto.ca 
www.darden.virginia.edu 
www.depts.washington.edu/bschool 
www. ivey.uwo.ca/mba 
www.bus.wisc.edu/graduateprograms 
www.mba.vanderbilt.edu 
www.mba.vt.edu 
www.mba.wfu.edu 
www.wbs.ac.uk/students/mba 
www.olin.wustl edu 
www.mba.yale.edu 


www.schulich.yorku.ca 





imie Taylor 
Admissions Office 


I Admissions Office 


(Penny 0° Hearn 


lise Evans 





i 
» yodi Schafer 
ssions Coordinator 
" Lisa Hurst 


MBA Admissions Office 
—_ A. Fitzgibbon 
‘Mr Alison Owen 
fice of MBA Admissions 
Ms Kelly Wilson 
Dow Admissions Office 
| UP Admissions Office 
" MBA Admissions Office 
Mr Matt Turner 
Ms Cheryl Millington 
MBA Admissions Office 
Ms Erin Ernst 
- „MBA Programme Office 
i Mr Todd Reale 









— 







Ms Ame Coyle - 
MBA Admissions Office 


E-Mail 


jtaylor3@buffalo.edu 
pgstudy @ucd.ie 


mba-admit@management.bath.ac.uk 


penny.ohearn@haskayne.ucalgary.ca 
mbaadms@haas. berkeley.edu 
tdunn@gsm.uci.edu 
mba-enquiries@yjims.cam.ac.uk 
admissions @gsb.uchicago.edu 
terrymba@terry.uga.edu 
mba@uiuc.edu 
jodi-schafer@uiowa.edu 
mba_info@rhsmith.umd.edu 
lisahur@umich.edu 
full-timembainfo@csom.umn.edu 
mba-info@unc.edu 

mba, 1@nd.edu 
enquries@sbs.0x.ac.uk 
mba.admissions@wharton.upenn.edu 
MBA@katz.pitt.edu 
gradadmit@moore.sc.edu 
marshallmba@marshall.usc.edu 
McCombsMBA@mccombs.utexas.edu 
millington@rotman.utoronto.ca 
Darden@virginia.edu 
ee2@u.washington.edu 
mba@ivey.ca 
ekacizak@bus.wisc.edu 
todd.reale@owen, vanderbilt.edu 
mba_info@vtedu 
Donna.Agee(@mba.wtu.edu 
enquiries@wbs.warwick.ac.uk 
pearson@olin, wustl.edu 
mba.admissions@yale.edu 
intladmissions@schulich.yorku.ca 
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3/4 Years Full Time Graduate 

Studies in Global Business 

Management with Integrated 
BBA Degree 

(for 10+2) 







Alumni Placements Transnational Education 


ABN Amro Bank 

Adani Exports 

BAX Global Finance Ltd. 
Birla Global 

Business World 
Convergys 

Globelink WW (I) Pvt. Ltd 
HLL 

ICICI Bank 

JET AIRWAYS 

LG 

LIZA Exports 

Panacea Biotech 
PHDCCI 

Saffron Global 

Spiral Media 
Sundstrads 

Tata International 

Win Medicare 


Faculty & Student Exchange (No extra 
fees/ GMAT). Direct admission to next class 


e Transnational Project Experience 


Joint Research 
Credit Transter with Direct Admission 
Dual Guide Ph.D. 





EMP! Advantage 


Residentiality in Executive Development 
House with full time Internet 

Pollution Free Vast Green Campus 
Executive Fitness Programme (T.T., Multi- 
gym, Tennis, Yoga, Bdmn. Etc.,) 
Excellent National & International Faculty 
from industry & Academia. 

Wide Inductive Learning Horizons in the 
Capital City 

Compulsory Foreign Language 








— AA 3 


18+6 Months Post Graduate 


PG DG B M Diploma in Global Business 
Comprising of Theory + Internship 
(for Graduates) 


Management 


Academic Fusion 


€ America = 
- Fordham, New York 
- Harvard IT Group, Boston 
- Wharton School 
(Globe Project) 


€ European Union 
Finland 

- France 

- Italy 

- Poland 

- United Kingdom 


€ South East Asia 
- Malaysia 

- Singapore 

- China 

- Japan 

- Korea 


Considering the wide variations between ranking surveys, which confused the students, 


EMPI as a matter of policy has stopped participation since year 2000. 


Business India 


1 AIMA Survey 
| 'A' Grade Institute* 


i bi neath Co 


TOP 


f Rank for 
Intellectual Capital 


y. 2000 Fax : 91-11-2665 4422 Website : www. 


e-mait-empi€& del? vsnl.net.in 





Ph —— | NewDati- * Ca 
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; ‘Ot aT 90354/5565 5806 
—— 





empiindia.com 
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e Where to apply 

e How to crack GMAT, CAT, XAT... 
e Listings of Indian and foreign B-schools 

e Financing your foreign MBA 

e Campus reports from IIM-B, Chicago GSB... 
e Dean interviews and fact sheets 

And much much more 
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